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B
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

December 30, 2009

Ms. Kimberly Bose

Secretary

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

Washington, D.C. 20426

Re:  NERC Notice of Penalty regarding Avista Corporation
FERC Docket No. NP10-_-000

Dear Ms. Bose:

The North American Electric Reliability Corporation (NERC) hereby provides this Notice of
Penalty regarding Avista Corporation (Avista), NERC Registry ID NCR05020, in accordance
with the Federal Energy Regulatory Commission’s (Commission or FERC) rules, regulations and
orders, as well as NERC Rules of Procedure including Appendix 4C (NERC Compliance
Monitoring and Enforcement Program (CMEP)).’

During the period July 9, 2007 through July 11, 2007, the WECC Audit team conducted an on-
site Compliance Audit, pursuant to the NERC Rules of Procedure, of Avista at Avista’s
headquarters in Spokane, Washington. WECC’s Audit team identified potential violations by
Auvista of:

1) EOP-005-1 Requirement (R) 1 for failing, as a Transmission Operator, to have in its
restoration plans the necessary operating instructions and specific procedures for
synchronizing areas of Avista’s system that could be separated in the event of
outage/shutdown;

2) PER-002-0 R3, specifically of R3.1, as a Transmission Operator and as a Balancing
Authority, for its training program’s lack of reference to the knowledge and competencies
needed to apply standards, procedures and requirements during normal, emergency, and

! Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment,
Approval, and Enforcement of Electric Reliability Standards (Order No. 672), 111 FERC Stats. & Regs. 1 31,204
(2006); Notice of New Docket Prefix “NP”” for Notices of Penalty Filed by the North American Electric Reliability
Corporation, Docket No. RM05-30-000 (February 7, 2008). See also 18 C.F.R. Part 39 (2008). Mandatory
Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. 1 31,242 (2007) (Order No. 693), reh’g
denied, 120 FERC 1 61,053 (2007) (Order No. 693-A). See 18 C.F.R § 39.7(c)(2).

2 Western Electricity Coordinating Council (WECC) confirmed that Avista was included on the NERC Compliance
Registry as a Balancing Authority (BA), Distribution Provider (DP), Generator Operator (GOP), Generator Owner
(GO), Load Serving Entity, Planning Authority (PA), Purchasing-Selling Entity, Resource Planner, Transmission
Operator (TOP), Transmission Owner (TQO), Transmission Planner (TP) and Transmission Service Provider on June
17,2007. AsaBA and TOP Avista is subject to the requirements of NERC Reliability Standard EOP-005-1 and
PER-002-0; as a DP, GO and TO Avista is subject to the requirements of PRC-005-1; as a PA and TP Avista is
subject to the requirements of TPL-002-0 and TPL-003-0; as a GOP and GO Auvista is subject to the requirements of
VAR-002-1; and as a GOP Awvista is subject to the requirements of VAR-STD-002a-1.

. ¥ See 18 C.F.R § 39.7(c)(2).
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restoration conditions for the Transmission Operator and Balancing Authority operating
positions, and R3.4, for the training program’s lack of documentation that the training
staff had competent knowledge of system operations and instructional capabilities;

3) PRC-005-1 R2 for failing to provide documentation of testing both transmission and
generation relays on the schedule required by Avista’s maintenance and testing program;

4) TPL-002-0 R1.2 for failing to address stability studies for the loss of a single Bulk Power
System (BPS) element for the longer-term planning horizon (years 6 through 10) in its
annual assessment plan under Category B contingencies; and

5) TPL-003-0 R1.2 for failing to address stability studies for the loss of two or more BPS
elements for the longer-term planning horizon (years 6 through 10) in its annual
assessment plan under Category C contingencies.

On November 13, 2007, Avista self-reported violations of Regional Standard VAR-STD-002a-1
WR1 as a Generator Operator for failing to have the Automatic Voltage Regulator (AVR) in
service and capable to operate in automatic voltage control mode at all times. On September 18,
2008, Avista self-reported violations of VAR-002-1* R1 and R3 for failing, as a Generator
Operator, to notify the Transmission Operator that the AVR at Avista’s generation plant had
been taken out of service for 12 minutes on September 9, 2008.

This Notice of Penalty is being filed with the Commission because, based on information from
WECC, WECC and Avista have entered into a Settlement Agreement to resolve all outstanding
issues arising from a preliminary and non-public assessment resulting in WECC’s determination
and findings of the enforceable alleged violations of EOP-005-1 R1, PER-002-0 R3, PRC-005-1
R2, TPL-002-0 R1.2, TPL-003-0 R1.2, VAR-STD-002a-1 WR1, and VAR-002-1 R1 and R3.
Pursuant to the Settlement Agreement, Avista neither admits nor denies the alleged violations of
EOP-005-1 R1, PER-002-0 R3, PRC-005-1 R2, TPL-002-0 R1.2, TPL-003-0 R1.2, VAR-STD-
002a-1 WR1, and VAR-002-1 R1 and R3, but has agreed to the proposed penalty of thirty
thousand dollars ($30,000) to be assessed to Avista, in addition to other remedies and mitigation
actions to mitigate the instant violations and ensure future compliance under the terms and
conditions of the Settlement Agreement. Accordingly, the alleged violations identified as NERC
Violation Tracking Identification Numbers WECC200700423, WECC200700419,
WECC200700417, WECC200700418, WECC200700420, WECC200700469, WECC200801031
and WECC200801032, respective to the listing above, are being filed in accordance with the
NERC Rules of Procedure and the CMEP.

* VAR-002-1a was approved by the Commission and became enforceable on August 27, 2008. VAR-002-1.1a was
approved by the Commission and became enforceable on May 13, 2009. The interpretation and subsequent errata
provide clarity regarding the responsibilities of a registered entity. These do not change the meaning or language of
the NERC Reliability Standard and its requirements. VAR-002-1 was enforceable from June 18, 2007 through
August 27, 2008; VAR-002-1a was enforceable from August 27, 2008 through May 13, 2009 and VAR-002-1.1a is
enforceable from May 13, 2009 through the present. For consistency in this filing, the original standard number,

. VAR-002-1, as reported in the supporting documentation is used throughout.



NERC Notice of Penalty
Avista Corporation
December 30, 2009
Page 3

Statement of Findings Underlying the Alleged Violations

This Notice of Penalty incorporates the findings and justifications set forth in the Settlement
Agreement executed on April 27, 2009 by and between WECC and Avista which is included as
Attachment c. The details of the findings and basis for the penalty are set forth in the Settlement
Agreement and herein. This Notice of Penalty filing contains the basis for approval of the
Settlement Agreement by the NERC Board of Trustees Compliance Committee (NERC
BOTCC). In accordance with Section 39.7 of the Commission’s regulations, 18 C.F.R. § 39.7
(2007), NERC provides the following summary table identifying each alleged violation of a
Reliability Standard resolved by the Settlement Agreement, and as discussed in greater detail

below.
region | Registered | NOC | NERC Reliability | Req. | \/r P:ﬁ;?t'
g Entity ID | Violation ID Std. (R) @ y
WECC200700423 EOP-005-1 1 | Medium
WECC200700419 PER-002-0 3 High
_ WECC200700417 PRC-005-1 2 | Lower®
WECC é(‘)’:“:raﬁon NOC- | WECC200700418 TPL-002-0 1.2 | Medium® 30.000
g 203 | WECC200700420 TPL-003-0 12 | Medium’ ’
WECC200801031 VAR-002-1 1 | Medium
WECC200801032 VAR-002-1 3 | Medium
WECC200700469 | VAR-STD-002a-1 | WR1 | NJ/A

EOP-005-1

The purpose of Reliability Standard EOP-005-1 is to ensure plans, procedures, and resources are
available to restore the electric system to a normal condition in the event of a partial or total shut
down of the system.

R1 requires each Transmission Operator, such as Avista, to have a restoration
plan to reestablish its electric system in a stable and orderly manner in the event
of a partial or total shutdown of its system, including necessary operating
instructions and procedures to cover emergency conditions, and the loss of vital
telecommunications channels. Each Transmission Operator shall include the

® PRC-005-1 R2 is designated a Lower VVRF but the sub-requirements are High. During a final review of the
standards subsequent to the March 23, 2007 filing of the Version 1 VRFs, NERC identified that some standards
requirements were missing VRFs; one of these include PRC-005-1 R2.1. On May 4, 2007, NERC assigned PRC-
005 R2.1 a “High” VRF. In the Commission’s June 26, 2007 Order on Violation Risk Factors, the Commission
approved the PRC-005-1 R2.1 “High” VRF as filed. Therefore, the “High” VRF was in effect from June 26, 2007.
® TPL-002-0 R1 is designated a “High” VRF and its sub-requirements have “Medium” VRF. When NERC filed
VRFs it originally assigned TPL-002-0 R1 a Medium VRF. The Commission approved the VRF as filed; however,
it directed NERC to submit modifications. NERC submitted the modified High VRF and on August 6, 2007, the
Commission approved the modified High VRF. Therefore, the Medium VRF for TPL-002-0 R1 was in effect from
June 18, 2007 until August 6, 2007 when the High VRF became effective.

. " TPL-003-0 R1 is designated a “High” VRF and its sub-requirements have “Medium” VRF.
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applicable elements listed in Attachment 1-EOP-005 in developing a restoration
plan. EOP-005-1 R1 has a “Medium” Violation Risk Factor (VRF).

During the Audit, WECC’s Audit Team found that the Avista Restoration Plans included all the
required elements except the necessary operating instructions and procedures for synchronizing
areas of the system that have become separated. Specifically, the Audit team reviewed Avista
Utilities Transmission Operations Restoration Guidelines (undated), Cabinet Gorge HED Black
Start Test Report (undated), Avista Corporation Letter (dated June 14, 2007), Draft Notes:
Northwest Power Pool Steering Committee, and Restoration Guidelines Western Interconnected
Electric Systems (revision date July 6, 2007) and found that such documentation referenced
reestablishing the interconnection but lacked specific procedures for synchronizing the area of
the system that had been separated. WECC’s Enforcement Staff (WECC Staff) reviewed
Avista’s Restoration Plan® and confirmed the Audit Team’s findings regarding the lack of the
restoration procedures.

WECC determined the duration of the violation to be from June 18, 2007, the date that the
Reliability Standard became enforceable until August 17, 2007, when Avista completed its
Mitigation Plan for this violation.

According to the Settlement Agreement, this violation did not create a serious or substantial risk
to the bulk power system because Avista’s operators participate in training at least twice a year
including black start restoration simulation exercises and that synchronization is discussed
thoroughly in these exercises.

PER-002-0

The purpose of Reliability Standard PER-002-0 is to have each Transmission Operator and
Balancing Authority, such as Avista, provide their personnel with a coordinated training program
that will ensure reliable system operation.

R3 requires the Transmission Operator and Balancing Authority, such as Avista,
to provide a training program for the personnel identified in Requirement R2, that
meets the following criteria: R3.1. A set of training program objectives must be
defined, based on NERC and Regional Entity standards, entity operating
procedures, and applicable regulatory requirements. These objectives shall
reference the knowledge and competencies needed to apply those standards,
procedures, and requirements to normal, emergency, and restoration conditions
for the Transmission Operator and Balancing Authority operating positions.
R3.4. Training staff must be identified, and the staff must be competent in both
knowledge of system operations and instructional capabilities. PER-002-0 R3 has
a “High” VRF, R3.1 has a “Medium” VRF and R3.4 has a “Lower” VRF.

8 Avista Utilities Transmission Operations Restoration Guidelines, See “Transmission Grid and load restoration for
Avista — North,” Avista page 1, 4, Section V, Item 4; “Transmission Grid and load restoration for Avista — South,”

. Awvista page 17, Item 5; from “Avista Utilities Transmission Operations Restoration Guidelines.”
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During the Audit, WECC reviewed Avista’s operator training program documents and alleged
Avista was non-compliant with sub-requirements R3.1 and R3.4. With respect to R3.1, the
training program documents listed the training objectives for system operators. However, the
objectives did not reference the knowledge and competencies needed to apply the standards,
procedures, and requirements during normal, emergency, and restoration conditions for the
Transmission Operator and Balancing Authority operating positions, as required by the standard.
With respect to R3.4, the Avista training program documents identified Avista training staff;
however, the documentation and evidence did not demonstrate that the training staff had
competent knowledge of system operations and instructional capabilities as required by the
standard. WECC Staff reviewed Avista’s document titled Avista Training Objectives and
Competencies and confirmed the Audit team’s findings regarding the lack of description as to the
knowledge and competencies needed to apply the requirements, and regarding the lack of
personnel listing which confirmed the training staff’s knowledge and instructional capabilities.

WECC determined the duration of the violation to be from June 18, 2007, the date that the
Reliability Standard became enforceable until October 10, 2007, when Avista completed its
Mitigation Plan for this violation. According to the Settlement Agreement, this violation did not
create a serious or substantial risk to the bulk power system because the violation was a
documentation issue only.

PRC-005-1
The purpose of Reliability Standard PRC-005-1 is to ensure all transmission and generation
Protection Systems® affecting the reliability of the BPS are maintained and tested.

R2. Each Transmission Owner and any Distribution Provider, such as Avista, that
owns a transmission Protection System and each Generator Owner that owns a
generation Protection System shall provide documentation of its Protection
System maintenance and testing program and the implementation of that program
to its Regional Entity on request (within 30 calendar days). The documentation of
the program implementation shall include: R2.1. Evidence Protection System
devices were maintained and tested within the defined intervals; and R2.2. Date
each Protection System device was last tested/maintained. PRC-005-1 R2 has a
“Lower” VRF, but its sub-requirements, R2.1 and R2.2, each have a “High” VRF.

During the Audit, WECC reviewed Avista’s relay maintenance and testing program documents,
and its associated maintenance records. WECC’s Audit Team found that Avista had five
hundred twenty-two (522)*° relays that were behind schedule for maintenance and testing.™
This represents 37% of Avista’s transmission and generation protective relay system. WECC
Staff reviewed Avista’s 115 Relays Pick a Substat, 230 Relays Pick a Substat, and Gen Relay

° The NERC Glossary of Terms Used in Reliability Standards, updated April 20, 2009, defines Protection System as
“Protective relays, associated communication systems, voltage and current sensing devices, station batteries and DC
control circuitry.”

19 The Settlement Agreement incorrectly states 422 untested relays.

1 Avista provided data in the completion evidence for over 1,400 protective devices; these devices had various

. testing intervals.
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Pick a Station” maintenance and testing documents and confirmed the Audit team’s findings
regarding the slippage in Avista’s testing schedule.

WECC determined the duration of the violation to be from June 18, 2007, the date that the
Reliability Standard became enforceable until November 19, 2007, when Avista completed its
Mitigation Plan for this violation.

TPL-002-0

The purpose of Reliability Standard TPL-002-0 is that system simulations and associated
assessments are needed periodically to ensure that reliable systems are developed that meet
specified performance requirements with sufficient lead time, and continue to be modified or
upgraded as necessary to meet present and future system needs.

R1. The Planning Authority and Transmission Planner shall each demonstrate
through a valid assessment that its portion of the interconnected transmission
system is planned such that the Network can be operated to supply projected
customer demands and projected Firm (non-recallable reserved) Transmission
Services, at all demand levels over the range of forecast system demands, under
the contingency conditions as defined in Category B (Event resulting in the loss
of a single element) of Table I (included in the Reliability Standard). To be valid,
the Planning Authority and Transmission Planner assessments shall, among other
things,: R1.2. Be conducted for near-term (years one through five) and longer-
term (years six through ten) planning horizons. TPL-002-0 R1 has a “High”
VRF, but R1.2 has a “Medium” VRF.

During the Audit, WECC found that Avista’s assessment for 2007 did not address all of the
studies required for the longer-term planning horizon (years 6 through 10). Through interviews
with Avista personnel, the Audit team confirmed that Avista had run both steady-state and
dynamic studies for the near-term period, but had run only steady-state studies for the longer-
term period. WECC Staff reviewed Avista’s assessment documents titled Avista Corporation
Documentation for 2006 (dated September 15, 2006), Avista Corporation Documentation for
2005 (dated September 15, 2005), Power World Simulator 12.0 Summary Screen (dated June 12,
2007), Study Results 07 Heavy Summer High ldaho to Northwest (N-1 and N-2)(dated September
15, 2006), 2007 Summer Operating Studies Report (dated May 1, 2007), Stability Studies (dated
October 23, 2006), and Base Case Checklists (undated), and confirmed the Audit team’s findings
regarding the lack of dynamic studies for the longer term period.

WECC determined the duration of the violation to be from June 18, 2007, the date that the
Reliability Standard became enforceable until September 30, 2007, when Avista completed its
Mitigation Plan for this violation.

TPL-003-0

The purpose of Reliability Standard TPL-003-0 is that system simulations and associated
assessments are needed periodically to ensure that reliable systems are developed that meet
specified performance requirements, with sufficient lead time and continue to be modified or

I upgraded as necessary to meet present and future System needs.
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R1. The Planning Authority and Transmission Planner shall each demonstrate
through a valid assessment that its portion of the interconnected transmission
system is planned such that the Network can be operated to supply projected
customer demands and projected Firm (non-recallable reserved) Transmission
Services, at all demand levels over the range of forecast system demands, under
the contingency conditions as defined in Category C (Event(s) resulting in the loss
of two or more (multiple) elements) of Table | (included in the Reliability
Standard). The controlled interruption of customer Demand, the planned
removable of generators, or the Curtailment of firm (non-recallable reserved)
power transfers maybe necessary to meet this standard. To be valid, the Planning
Authority and Transmission Planner assessments shall, among other things,: R1.2.
Be conducted for near-term (years one through five) and longer-term (years six
through ten) planning horizons. TPL-003-0 R1 has a “High” VRF, but R1.2 has a
“Medium” VRF.

During the Audit, WECC found that Avista’s assessment for 2007 did not address all of the
studies required for the longer-term planning horizon (years 6 through 10). Through interviews
with Avista personnel, the Audit team confirmed that Avista had run both steady-state and
dynamic studies for the near-term period, but had run only steady-state studies for the longer-
term period. WECC Staff reviewed Avista’s assessment documents titled Avista Corporation
Documentation for 2006 (dated September 15, 2006), Avista Corporation Documentation for
2005 (dated September 15, 2005), Power World Simulator 12.0 Summary Screen (dated June 12,
2007), Study Results 07 Heavy Summer High Idaho to Northwest (N-1 and N-2) (dated
September 15, 2006), 2007 Summer Operating Studies Report (dated May 1, 2007), Stability
Studies (dated October 23, 2006), and Base Case Checklists (undated), and confirmed the Audit
team’s findings regarding the lack of dynamic studies for the longer term period.

WECC determined the duration of the violation to be from June 18, 2007, the date that the
Reliability Standard became enforceable until September 30, 2007, when Avista completed its
Mitigation Plan for this violation.

VAR-002-1

The purpose of Reliability Standard VAR-002-1 is to ensure generators provide reactive and
voltage control necessary to ensure voltage levels, reactive flows, and reactive resources are
maintained within applicable Facility Ratings to protect equipment and the reliable operation of
the Interconnection.

R1. The Generator Operator shall operate each generator connected to the
interconnected transmission system in the automatic voltage control mode (AVR
in service and controlling voltage) unless the Generator Operator has notified the
Transmission Operator. VAR-002-1 has a “Medium” VRF.

R3. Each Generator Operator shall notify its associated Transmission Operator as
soon as practical, but within 30 minutes of any of the following: R3.1. A status or
capability change on any generator Reactive Power resource, including the status
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of each AVR and power system stabilizer and the expected duration of the change
in status or capability. R3.2. A status or capability change on any other Reactive
Power resources under the Generator Operator’s control and the expected duration
of the change in status or capability. VAR-002-1 has a “Medium” VRF.

On September 18, 2008, Avista self-reported a violation of VAR-002-1 R1 and R3 because the
AVR at its generation plant had been taken out of service on July 17, 2008 for 12 minutes in
order to investigate any potential problems. Upon review of the internal procedures, it was
determined that the Transmission Operator was not notified of the AVR outage. WECC Staff
reviewed Avista’s internal correspondence and confirmed the violation regarding the lack of
outage advice being provided to the Transmission Operator.

WECC determined that the violation occurred on July 17, 2008, the date that the event occurred
and ended on September 9, 2008, when Avista completed its Mitigation Plan for this violation.

VAR-STD-002a-1

The purpose of Regional Reliability Standard VAR-STD-002a-1 to ensure that automatic voltage
control equipment on synchronous generators shall be kept in service at all times, unless one of
the exemptions listed in Section C (Measures) applies, with outages coordinated to minimize the
number out of service at any one time. All synchronous generators with automatic voltage
control equipment shall normally be operated in voltage control mode and set to respond
effectively to voltage deviations.

WR1. Automatic voltage control equipment on synchronous generators shall be
kept in service at all times, unless one of the exemptions listed in Section C
(Measures) applies, with outages coordinated to minimize the number out of
service at any one time. All synchronous generators with automatic voltage
control equipment shall normally be operated in voltage control mode and set to
respond effectively to voltage deviations.

On November 13, 2007, Avista self-reported a violation of VAR-STD-002a-1, WR1, after
discovering, through testing, that the AVR at the Boulder Park Generating Station did not have
the capability to operate in the voltage control mode. Avista further stated in its Self-Report that
the total output of the Boulder Generating Station is 30.8 MVVA. The facility is comprised of six
5.134 MVA units. These are designed as peaking plants, and are not typically designed with
voltage control capability, due to having multiple units connected to the same bus at the Boulder
Substation. The AVR has been in service since the generating facility was energized in 2002,
but had been operating in a VAR control mode.

WECC determined the duration of the violation to be from June 18, 2007, the date that the

Reliability Standard became enforceable until July 7, 2008, when Avista completed its
Mitigation Plan for this violation.

|



NERC Notice of Penalty .

Avista Corporation
December 30, 2009
Page 9

WECC Basis for Determination of Penalty

WECC has assessed a penalty of thirty thousand dollars ($30,000) for the referenced alleged
violations. WECC Staff and WECC’s convened Hearing Panel considered the following factors
to determine and approve, respectively, the agreed penalty amount:

1. The enforcement proceedings for these alleged violations were one of the first to advance
through WECC after the Reliability Standards became mandatory and represents
relatively early violations;

2. The Regional Entity, WECC, and the Registered Entity, Avista, were new to the
requirements established by FERC Order No. 693;

Some of the violations were documentation only issues, as discussed above;
Some of the violations were self-reported, as discussed above;
Avista did not have any prior violations of these, or any other Reliability Standards; and

IS

Because the Avista system is surrounded by the Bonneville Power Administration
system, it did not appear likely that these alleged violations placed the bulk power system
at serious risk.

After consideration of these and the above factors, WECC determined that, in this instance, the
penalty amount of thirty thousand dollars ($30,000) is appropriate and bears a reasonable relation
to the seriousness and duration of the alleged violations.

Status of Mitigation Plan*?

EOP-005-1 R1

Avista’s Mitigation Plan to address the alleged violation of EOP-005-1 R1 was submitted to
WECC on July 18, 2007 and accepted by WECC on October 2, 2007. It was received by NERC
on April 7, 2008, and approved by NERC on April 21, 2008. The Mitigation Plan for this
alleged violation is designated as MIT-07-0549 and was submitted as non-public information to
FERC on April 21, 2008 in accordance with FERC orders.

Avista’s Mitigation Plan required it to provide documentation of a restoration plan that included
all the required elements, including the necessary operating instructions and procedures for
synchronizing areas of the system that had become separated.

On September 4, 2007 Avista certified that its Mitigation Plan was completed as of August 17,
2007 and submitted its Utilities Transmission Operations Restoration Guidelines as evidence of
completion.

On May 1, 2008, after reviewing Avista’s evidence of completion, WECC verified the

Mitigation Plan was completed and determined that Avista was compliant with EOP-005-1 R1 as
of August 17, 2007.

I 12 See 18 C.F.R §39.7(d)(7).
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PER-002-0 R3

Avista’s Mitigation Plan to address the alleged violation of PER-002-0 R3 (specifically R3.1 and
R3.4) was submitted to WECC on July 18, 2007 and accepted by WECC on October 2, 2007. It
was received by NERC on March 26, 2008, and approved by NERC on August 28, 2008. The
Mitigation Plan for this alleged violation is designated as MIT-07-0515 and was submitted as
non-public information to FERC on August 28, 2008 in accordance with FERC orders.

For its alleged violation of R3.1, Avista’s Mitigation Plan required it to document the knowledge
and competencies required for each objective. For the alleged violation of R3.4, Avista’s
Mitigation Plan required it to add the required documentation to its training program.

On October 15, 2007, Avista certified the alleged violation of R3.4 was mitigated as of July 18,
2007 and the alleged violation of R3.1 was mitigated and the plan completed as of October 10,
2007. Auvista submitted its Avista Training Objectives and Competencies PER-002-0 dated
October 15, 2007 as evidence of completion of R3.1, and a file titled PER-002-0 R3 Training
Staff with its Mitigation Plan as evidence of its completion of R3.4.

On April 16, 2008, WECC reviewed Avista’s submitted evidence and on May 1, 2008 verified
the Mitigation Plan was completed and Avista was compliant with PER-002-0 R3 as of October
10, 2007.

PRC-005-1 R2

Avista’s Mitigation Plan to address the alleged violation of PRC-005-1 R2 was submitted to
WECC on July 18, 2007 and accepted by WECC on October 2, 2007. It was received by NERC
on March 26, 2008, and approved by NERC on August 28, 2008. The Mitigation Plan for this
alleged violation is designated as MIT-07-0514 and was submitted as non-public information to
FERC on August 28, 2008 in accordance with FERC orders. Avista’s Mitigation Plan required it
to complete its testing for its Protection Systems by December 31, 2007.%

On December 12, 2007, Avista certified' its Mitigation Plan was completed as of November 19,
2007 and submitted three spreadsheets Gen_Relays_Pick_a_Station (dated 12/12/2007), 115
kV_Relays_Pick_a_Substat (dated 12/12/2007), and 230 kV_Relays_Pick_a Substat (dated
12/12/2007) as evidence of its completion.

On May 1, 2008, after reviewing Avista’s evidence of completion, WECC verified the
Mitigation Plan was completed and Avista was compliant with PRC-005-1 R2 as of November
19, 2007.

TPL-002-0R1.2
Avista’s Mitigation Plan to address the alleged violation of TPL-002-0 R1.2 was submitted to
WECC on July 18, 2007 and accepted by WECC on October 2, 2007. It was received by NERC

3 Avista’s Mitigation Plan incorrectly states that all relays would be tested by December 31, 2006, instead of
December 31, 2007.

. 4 Avista’s Certification of Completion of the Mitigation Plan incorrectly states the standard as PRC-005-2.
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on March 26, 2008, and approved by NERC on August 28, 2008. The Mitigation Plan for this
alleged violation is designated as MIT-07-0514 and was submitted as non-public information to
FERC on August 28, 2008 in accordance with FERC orders.

Avista’s Mitigation Plan required it to create longer term transient voltage and stability study
cases covering critical system conditions, including high West of Hatwai flows, high ldaho to
Northwest flows, heavy summer loading, and heavy winter loading. The cases will model all
firm transfers, for both existing and planned facilities, reactive power resources, existing and
planned protection schemes, existing and planned control devices, and any planned outage of the
bulk power system.

On October 12, 2007 Avista certified its Mitigation Plan was completed as of September 30,
2007 and submitted its TPL-002 Requirements Long Term Voltage Stability Studies, Stability
Study Plots, and Avista’s Rationale for 1 Year and 10 Year Study Case Selection as evidence of
completion.

On May 1, 2008, WECC reviewed Avista’s submitted evidence, verified the Mitigation Plan was
completed and Avista was compliant with TPL-002-0 R1.2 as of September 30, 2007.

TPL-003-0R1.2

Avista’s Mitigation Plan to address the alleged violation of TPL-003-0 R1.2 was submitted to
WECC on July 18, 2007 and accepted by WECC on October 2, 2007. It was received by NERC
on March 26, 2008, and approved by NERC on August 28, 2008. The Mitigation Plan for this
alleged violation is designated as MIT-07-0514 and was submitted as non-public information to
FERC on August 28, 2008 in accordance with FERC orders.

Avista’s Mitigation Plan required it to create longer term transient voltage and stability study
cases covering critical system conditions, including high West of Hatwai flows, high Idaho to
Northwest flows, heavy summer loading, and heavy winter loading. The cases will model all
firm transfers, for both existing and planned facilities, reactive power resources, existing and
planned protection schemes, existing and planned control devices, and any planned outage of the
bulk power system.

On October 12, 2007 Avista certified the plan completed as of September 30, 2007 and
submitted its TPL-003 Requirements Longer Term Transient Voltage and Stability Studies and
22 additional attachments as evidence of its completion.

On May 1, 2008, WECC reviewed Avista’s submitted evidence, verified the Mitigation Plan was
completed and determined that Avista was compliant with TPL-003-0 R1.2 as of September 30,
2007,

VAR-002-1 R1 and R3
Avista’s Mitigation Plan to address the alleged violation of VAR-002-1 R1 and R3 was
submitted to WECC on September 18, 2008 and accepted by WECC on October 2, 2008. After
additional information was submitted to NERC to June 3, 2009, it was approved by NERC on

I June 9, 2009. The Mitigation Plan for this alleged violation is designated as MIT-08-1148 and
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was submitted as non-public information to FERC on June 9, 2009 in accordance with FERC
orders.

On September 18, 2008 Avista certified the violation of VAR-002-1 R1 and R3 was mitigated as
of September 9, 2008 and submitted its updated training procedures as evidence of its
completion. The evidence also included a September 12, 2008 AVR Out of Service
Memorandum, which stated that Avista had conducted individual meetings with the personnel
involved to review this incident and discuss the appropriate actions the personnel should take in
this type of situation.

On October 2, 2008 WECC reviewed Avista’s submitted evidence and on October 7, 2008,
verified the Mitigation Plan was completed and was compliant with VAR-002-1 R1 and R3.

VAR-STD-002a-1 WR1

Avista’s Mitigation Plan to address the alleged violation of VAR-STD-002a-1 WR1 was
submitted to WECC on November 30, 2007 and accepted by WECC on December 19, 2007.
After additional information was submitted to NERC to June 3, 2009, it was approved by NERC
onJune 9, 2009. The Mitigation Plan for this alleged violation is designated as MIT-08-1148
and was submitted as non-public information to FERC on June 9, 2009 in accordance with FERC
orders.

Avista’s Mitigation Plan required it to coordinate with the supplier to evaluate possible options.
This included determining if the existing hardware can be reconfigured with a voltage control
mode. Avista stated that there was a voltage droop mode available and it was to explore this
operating mode for compliance with the standard. If this operating mode also failed to meet the
standard, Avista would initiate a project to replace the AVRs with units that have a voltage
control mode. After conducting the testing, Avista determined that it needed to change the
settings on the AVR at the Boulder Park Generating Station to become compliant with the
standard.

On September 18, 2008 Avista certified the violation of VAR-STD-002a-1 WR1 was mitigated
as of July 7, 2008 and submitted an interoffice memo (dated July 7, 2008) and included
guidelines for the AVR units, NERC/WECC Voltage Regulation/Speed Governing Reporting
Form, NERC Reliability Related Standard Operating Procedures, and AVR Operating
Guidelines, as evidence of its completion.

On October 7, 2008, WECC verified the “voltage droop” mode of the AVR responded to voltage
deviations in accordance with this Regional Standard. WECC further verified Avista requires (1)
notification of a system operator and (2) appropriate personnel actions necessary when the
voltage regulators are removed from the “voltage droop” mode to remain compliant with VAR-
STD-002a-1 WR1. Subsequently WECC verified Avista’s Mitigation Plan was completed and
Avista was compliant with VAR-STD-002a-1 WR1 as of July 7, 2008.

|
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Statement Describing the Proposed Penalty, Sanction or Enforcement Action Imposed®®

Basis for Determination

Taking into consideration the Commission’s direction in Order No. 693, the NERC Sanction
Guidelines and the Commission’s July 3, 2008 Guidance Order,*® the NERC BOTCC reviewed
the Settlement Agreement and supporting documentation on November 9, 2009. The NERC
BOTCC approved the Settlement Agreement, including WECC’s imposition of a financial
penalty of thirty thousand dollars ($30,000) against Avista, based upon WECC’s findings and
determinations, the NERC BOTCC'’s review of the applicable requirements of the Commission-
approved Reliability Standards and the underlying facts and circumstances of the alleged
violations at issue.

In reaching this determination, the NERC BOTCC considered the following factors:

(1) The alleged violations of EOP-005-1, PER-002-0, PRC-005-1, TPL-002-0, and TPL-
003-0 were discovered by audit, confirmed and mitigated in 2007;

(2) The alleged violations of VAR-002-1 and VAR-STD-002a-1 were self-reported;
(3) There was no serious or substantial risk to the bulk power system as discussed above;

(4) The referenced alleged violations are the first violations for Avista of this, or any
other NERC Reliability Standards;

(5) There was no misrepresentation or concealment of facts evident; and
(6) WECC reported that Avista was cooperative throughout the entire violation
enforcement process.

For the foregoing reasons, the NERC BOTCC approves the Settlement Agreement and believes
that the proposed thirty thousand dollar ($30,000) penalty is appropriate for the violation and
circumstances in question, and consistent with NERC’s goal to promote and ensure reliability of
the bulk power system.

Pursuant to Order No. 693, the penalty will be effective upon expiration of the 30 day period
following the filing of this Notice of Penalty with FERC, or, if FERC decides to review the
penalty, upon final determination by FERC.

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:

a) Avista’s Self-report violation of VAR-002-1 R1 and R3 dated September 18, 2008, included
as Attachment a;

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

. 161,015 (2008).
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b) Auvista’s Self-report violation of VAR-STD-002a-1 WR1 dated November 13, 2007, included
as Attachment b;

¢) WECC Audit Report, Public Version Screen Shot, showing date of July 11, 2007, included as
Attachment c;

d) Settlement Agreement by and between Avista and WECC, April 27, 2009, included as
Attachment d;

Mitigation Plans

e) Mitigation Plan designated as MIT-07-0549 for Avista’s audit-discovered violation of EOP-
005-1 R1, submitted July 18, 2007, included as Attachment e;

f) Mitigation Plan designated as MIT-07-0515 for Avista’s audit-discovered violation of PER-
002-0 R3, submitted July 18, 2007, included as Attachment f;

g) Mitigation Plan designated as MIT-07-1513 for Avista’s audit-discovered violation of PRC-
005-1 R2, submitted July 18, 2007, included as Attachment g;

h) Mitigation Plan designated as MIT-07-1514 for Avista’s audit-discovered violation of TPL-
002-0 R1.2, submitted July 18, 2007, included as Attachment h;

1) Mitigation Plan designated as MIT-07-1516 for Avista’s audit-discovered violation of TPL-
003-0 R1.2, submitted July 18, 2007, included as Attachment i;

J) Mitigation Plan designated as MIT-08-1148 for Avista’s self-reported violation of VAR-002-
1 R1 and R3 submitted September 18, 2008 and Certification of Completion of Mitigation
Plan, included as Attachment j;

k) Mitigation Plan designated as MIT-07-0576 for Avista’s self-reported violation of VAR-
STD-002a-1 WR1, submitted November 30, 2007, included as Attachment k;

Certification of Completion Forms

I) Auvista’s Certification of Completion of Mitigation Plan MIT-07-0549 for Avista’s audit-
discovered violation of EOP-005-1 R1, dated September 4, 2007, included as Attachment I;

m) Auvista’s Certification of Completion of Mitigation Plan MIT-07-0515 for Avista’s audit-
discovered violation of PER-002-0 R3, dated October 15, 2007, included as Attachment m;

n) Auvista’s Certification of Completion of Mitigation Plan MIT-07-1513 for Avista’s audit-
discovered violation of PRC-005-1 R2, dated December 12, 2007, included as Attachment n;

0) Awvista’s Certification of Completion of Mitigation Plan MIT-07-1514 for Avista’s audit-
discovered violation of TPL-002-0 R1.2, dated October 12, 2007, included as Attachment o;

p) Auvista’s Certification of Completion of Mitigation Plan MIT-07-1516 for Avista’s audit-
discovered violation of TPL-003-0 R1.2, dated October 12, 2007, included as Attachment p;

q) Auvista’s Certification of Completion of Mitigation Plan MIT-07-0576 for Avista’s self-
reported violation of VAR-STD-002a-1 WR1, dated September 18, 2008, included as
Attachment g;

|
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Verification of Completion Forms

r) WECC’s Verification of Completion of Mitigation Plans for EOP-005-1 R1, PER-002-0 R3,
PRC-005-1 R2, TPL-002-0 R1.2, and TPL-003-0 R1.2, dated May 1, 2008, included as
Attachment r;’

s) WECC'’s Verification of Completion of Mitigation Plan MI1T-08-1148 for Avista’s self-
reported violation of VAR-002-1 R1 and R3, dated October 7, 2008 included as Attachment
s; and

t) WECC’s Verification of Completion of Mitigation Plan MIT-07-0576 for Avista’s self-
reported violation of VAR-STD-002a-1 WR1, dated October 2, 2008, included as
Attachment t.

A Form of Notice Suitable for Publication®®

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

7 The Verification document lists additional standards that were not addressed in this filing and will be addressed
separately.

I 18 See 18 C.F.R §39.7(d)(6).
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Notices and Communications

-y

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

David N. Cook*

Vice President and General Counsel

North American Electric Reliability Corporation
116-390 Village Boulevard

Princeton, N.J.08540-5721

(609) 452-8060

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

Christopher Luras*

Manager of Compliance Enforcement
Western Electricity Coordinating Council
615 Arapeen Drive, Suite 210

Salt Lake City, UT 84108-1262

(801) 883-6887

(801) 883-6894 — facsimile
CLuras@wecc.biz

Erin McClatchey*

Reliability Compliance Manager
Avista Corporation

1411 East Mission Ave

Spokane, WA 99202

(509) 495-2818

(509) 495-8542 — facsimile
erin.mcclatchey@avistacorp.com

*Persons to be included on the Commission’s
service list are indicated with an asterisk. NERC
requests waiver of the Commission’s rules and
regulations to permit the inclusion of more than
two people on the service list.

Rebecca J. Michael*
Assistant General Counsel
Holly A. Hawkins*

Attorney

North American Electric Reliability Corporation
1120 G Street, N.W.

Suite 990

Washington, D.C. 20005-3801
(202) 393-3998

(202) 393-3955 — facsimile
rebecca.michael@nerc.net
holly.hawkins@nerc.net

Louise McCarren*

Chief Executive Officer

Western Electricity Coordinating Council
615 Arapeen Drive, Suite 210

Salt Lake City, UT 84108-1262

(801) 883-6868

(801) 582-3918 — facsimile
Louise@wecc.biz

Constance White*

Vice President of Compliance

Western Electricity Coordinating Council
615 Arapeen Drive, Suite 210

Salt Lake City, UT 84108-1262

(801) 883-6885

(801) 883-6894 — facsimile
CWhite@wecc.biz

Steven Goodwill*

Associate General Counsel

Western Electricity Coordinating Council
615 Arapeen Drive, Suite 210

Salt Lake City, UT 84108-1262

(801) 883-6857

(801) 883-6894 — facsimile
SGoodwill@wecc.biz

|
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Conclusion

-y

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

its rules, regulations and orders.

David N. Cook

Vice President and General Counsel

North American Electric Reliability Corporation
116-390 Village Boulevard

Princeton, N.J. 08540-5721

(609) 452-8060

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

cc: Avista Corporation
Western Electricity Coordinating Council

Attachments

'V

Respectfully submitted,

/s/ Rebecca J. Michael

Rebecca J. Michael

Assistant General Counsel

Holly A. Hawkins

Attorney

North American Electric Reliability
Corporation

1120 G Street, N.W.

Suite 990

Washington, D.C. 20005-3801

(202) 393-3998

(202) 393-3955 — facsimile

rebecca.michael@nerc.net

holly.hawkins@nerc.net
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002a-1 WR1. Avista further stated in its Self Report of this potential violation that the
total output of the Boulder Generating Station is 30.8 MVA, The facility is comprised of
six 5,134 MVA units. These are designed as peaking plants, and are not typically
designed with voltage cantrol capability, due to having multiple units connected to the
same bus at the Boulder Substation. The AVR has been in service since the generating
facility was energized in 2002, but had been operating in a VAR control mode.

Avista submitted a Mitigation Plan on November 30, 2007. In this Mitigation Plan,
Avyista stated it had three options to become compliant with this Standard: {j) retrofit
existing hardware to interface with volfage control made; (i) evaluate ‘vaoltage droop
maode’ as an operating mode; and, (i) replace the AVRs with units having a voltage
control mode. This Mitigation Plan had an expected completion date of March 30, 2009,
including intermediate milestones. On December 19, 2007, WECC accepted Avista's
Mitigation Plan, On Septemoer 18, 2008, Avista submitted a Mitigation Plan Completion
Form and certified it had mitigated this potentlai viclation on July 7, 2008. With this
Completion Form, Avista submitted an interoffice memo (dated July 7, 2008) including
guidelines for the AVR units, NERC/WEGG Voitage. Regulation/Speed Goveming
Reporiing Form, NERC Reliability Related Standard Qperating Procedures, and AVR
Operaling Gmde!mes On October 2, 2008, WECC reviewed the Mitigation Plan
Completion Form and associated documentation. WECC verified the "voltage droop
mode" of the AVR respanded to voltage deviations in accordance with this Standard.
WECC further verified Avista requires notification of a system operator when the voltage
regulators are removed from the “voltage droop mode.” Therefore, WECC verified
compliance with this Standard.

{b) The Resolution of the Parties

As a part of this Agreement, WECC reviewed the Mitigation Plan on.an expedited basis,
and accepted it on October 7, 2008. WECC found that Avista is compliant with this
standard as of July 7, 2008; however, the Parties agree autamatic valtage control is
important because the Boulder Park Generating Station is a peaking station with
generation capability required to meet Avista’s system load requirements. Therefore,
the Parties agread that WECC shall assess a penalty of $5,000 to Avista for its potential
violation of WECC regional standard VAR-STD-002a-1 WR1.

lii. PARTIES' SEPARATE REPRESENTATIONS

A. Statement of WECC and Summary of Findings

As a result of WECC's July 2007 Compliance Audit and two Avista self-reports, WECC
has established sufficient facts to reasonably suppert potential and alleged violations of
NERC Reliability Standards EOP-005-1, R1; PER-002-0, R3; PRC-005-1, R2; TPL-002-

0, R1; TPL-003-0, R1; VAR-002-1, R1/R3; and WECC Res’ional Standard VAR-STD-
002a-1, WR1. Avista has completed the Mitigation Plans and WECC has accepted the
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Mitigation Plans as completed and compliant with respect to all of the potential and
alleged violations.

B. Statement of Avista

For purposes of this Agreement, Avista does nat contest the facts set forth above. As
agreed 10 by the Parties, these findings constiiute a stipulation to potential and allegsd
viplations of EQP-005-1, R1; PER-002-0, R3; PRC-005-1, R2; TPL-002-0, R1; TPL-003-
0, R1; VAR-002-1, R1/R3; and VAR-STD-002a-1, WR1,

IV. MITIGATING ACTIONS, REMEDIES AND SANCTIONS

Avista has completed Mitigation Plans with respect to the potential violations that Avista
submitted self-reports on prior to June 18, 2007 and the potential and alleged violations
of Reliability Standards EOP-005-1, R1; PER-002-0. R3; PRC-005-1, R2; TPL-062-0,
R1; TPL-003-0, R1; VAR-002-1, R1/R3; and VAR-STD-002a-1, WR1 WECC has
accepted Avista’s Mitigation Plans with respect to these standards.

In seitlement of the Parties’ dispute, and as discussed herein, the Parties hergby agree
Avista shall pay a tolal mopetary penalty of §30,000 (US) to WECC (*Total Monstary
Penalty). The Parties agree that the Total Monetary Penalty bears a reasonable
relation ta the seriousness of the poteritial and alleged violations discussed herein and
takes info consideration the efforts of Avista to remedy the potential and alleged
violations in a fimely manner. Avista will pay the Total Monetary Fenalty via wire
transfer or cashler's check to a WECC account that will be outlined in a Notice of
Payment sent to Avista upon approval of this Agreement by final Order of the Federal
Energy Regulatory Commission ("FERC"), or by operation of law after submission to
FERC, Payment to WECC shall be made thirty days after the receipt of the Notice of
Payment. WECG will notify NERC if the payment is not received,

Failure to make a timely penalty payment or to comply with any of the terms and
conditions agreed to herein, or any other conditions of this Agreement, shall be deemed
the same alleged usclatlons that initlated this settlement, and/or additional violation(s),
and may subject Avista to new or additional enforcement, penalty, or sanction actions in
accordance with the NERC Rules of Procedure. If Avista does not make the monatary
penalty payment above, at the times agreed by the Parlies, then interest payable to
WECC will begin to accrue pursuant tc the FERC's regulations at 18 C.F.R. §
35.18(a)(2)(iii) from the date that payment is due.

V. ADDITIONAL TERMS
The signatories to the Agreemert agree that they enter inte the Agreement voluntarily

and that, other than the recitations set forth herein, no tender, offer or promise of any
kind by any member, employes, cfficer, director, agent or representative of WECC or
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Avista has been made to induce the signatories or any other party to enter into the
Agreement.

WECC shall repor: the terms of all sellements of compliance matters to NERC. NERC
will review the settiement for the purposg of evaluating its consistency with other
settlements entered into for similar violations or under other, similar circumstances,
Based on this review, NERC will either approve the settiement ar reject the settlement
and nofify WECC and Avista of changes io the settlement that would resuit in approval,
If NERC does not approve the settlernent, NERC will provide specific written reasons for
such refection. If a seitlement canniot be reached, the enforcement process shall
continue to conclusion. If NERC approves the settlement, NERC will (i) report the
approved settlement to FERC for FERC's review and approval by order or operation of
law and (i) publicly post the alleged violation and the terms provided for in the
settlement.

This Agreement shall become effective upon FERC's approval of the Agreement by
otder or operation of law as submitted to it or as modified in a manner acceptable to the
Paities.

WECC and Avista agree that this Agreement, when approvad by NERC and FERC
shall represent a final. setlement of all matters set forth herein, including the issues
relating to the potential and alleged violatiors of Refiablity Standards EOP-005-1, RT;
PER-002-0, R3; PRC-008-1, R2; TPL-002-0, R1; TPL-003-0, R1; VAR-002-1 R‘IJRS and
V_AR~STQ—0023-1 WRT, WE.CC reserves all rights to imﬂate enforcement‘ penalty or
sanction actions against Avista in accordance with the NERC Rules of Procedurs in the
event that Avista fails to comply with any Mitigation Plan and/or compliance program
agreed to in this Agreement. In the event Avista fails to comply with any of the
sfipulations, remediss, sanctions or additional terms, as set {forth in this Agreement,
WECC will initiate enforcement, penalfy, or sanction actions against Avista to the
maximum eéxtent allowed by the NERC Rules of Procedurs, up to the maximum
statutorily allowed penalty. Axista shall retain all rights to defend against such
enforcement actions, also accarding to the NERC Rules of Procedure.

Each of the undersigned warrants that he or she s an authorized representative of the
entity designated, is authorized to execute and deliver the Agreement on such enlity’s
behalf and does so iniending that such entity shall be bound by the terms hereof,

The undersigned representative of each Party affirms that he or she has read the
Agreement. that all of the matters set forth in the Agreement are true and correct to the
best of his or her knowledge, information and belief, and that he or she understands that
the Agreement is entered into by such Parly in express reliance on those
representations; provided, however, that such affirnation by each Panty's representative
shall not apply 1o the other Party’s statements of position set farth in this Agreement.
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The Agreement may be signed in counterparts.

This Agreement Is executed In duplicate, each of which so executed shall be deemed to
be an original.

Agreed to-and accepted:

s Aol 244, 2009

Constance B. White Date

Vice President of Compliance

WECC
M e 4l21/0g

Don Kopoyznski/ Date

Vice President, Transmission and

Distribution Operations

Avista Comoration
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