
 

 

                                                

 
 
 

 
 

 
July 10, 2009 
 
Ms. Kimberly Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 
Re: NERC Notice of Penalty regarding BTU QSE Services, Inc., FERC Docket No. NP09-

_-000 
 
Dear Ms. Bose: 
 
The North American Electric Reliability Corporation (NERC) hereby provides this Notice of 
Penalty1 regarding BTU QSE Services, Inc. (BTU), NERC Registry ID NCR04024,2 in 
accordance with the Federal Energy Regulatory Commission’s (Commission or FERC) rules, 
regulations and orders, as well as NERC Rules of Procedure including Appendix 4C (NERC 
Compliance Monitoring and Enforcement Program (CMEP)).3   
 
This Notice of Penalty is being filed with the Commission because, based on information from 
Texas Regional Entity (Texas RE), BTU does not dispute the alleged violations of CIP-001-1 
Requirements (R) 1 and R3.  Texas RE and BTU have entered into a Settlement Agreement in 
which BTU has agreed to the proposed penalty of $5,000 to be assessed to BTU, in addition to 
other remedies which include mitigation actions and actions to prevent recurrence and promote 
prospective compliance required under the terms and conditions of the Settlement Agreement.  
Texas RE and BTU have entered into the Settlement Agreement to resolve all outstanding issues 
arising from a preliminary and non-public assessment resulting in Texas RE’s determination and 
findings of the enforceable alleged violations at issue in this Notice of Penalty.  Accordingly, the 
alleged violations identified as NERC Violation Tracking Identification Numbers 
TRE200800030 and TRE2008000314 are being filed in accordance with the NERC Rules of 
Procedure and the CMEP. 
 

 
1 Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment, 
Approval, and Enforcement of Electric Reliability Standards (Order No. 672), III FERC Stats. & Regs. ¶ 31,204 
(2006); Notice of New Docket Prefix “NP” for Notices of Penalty Filed by the North American Electric Reliability 
Corporation, Docket No. RM05-30-000 (February 7, 2008).  See also 18 C.F.R. Part 39 (2008).  Mandatory 
Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. ¶ 31,242 (2007) (Order No. 693), reh’g 
denied, 120 FERC ¶ 61,053 (2007) (Order No. 693-A). 
2 Texas Regional Entity confirmed that BTU QSE Services, Inc. was included on the NERC Compliance Registry on 
June 28, 2007 as a Generator Operator, and was subject to the requirements of NERC Reliability Standard CIP-001-
1. 
3 See 18 C.F.R § 39.7(c)(2). 
4 The Settlement Agreement incorrectly lists the NERC Violation Tracking Identification Numbers as 
TRE2008000030 and TRE2008000031. 
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Statement of Findings Underlying the Alleged Violations 
 
This Notice of Penalty incorporates the findings and justifications set forth in the Settlement 
Agreement executed as of June 15, 2009, by and between Texas RE and BTU, and the 
supplemental record information notices dated November 19, 2008 and June 16, 2009.  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, as discussed in greater detail below. 
 

 

Region Registered 
Entity 

NOC ID NERC 
Violation ID 

 
Reliability 

Std. 

Req. 
(R) 

 
VRF 

Total 
Penalty 

($) 
TRE RE BTU QSE Services, 

Inc. 
NOC-120 TRE200800030 CIP-001-1 1 Medium 

TRE RE BTU QSE Services, 
Inc. 

NOC-120 TRE200800031 CIP-001-1 3 Medium 

$5,000 

The purpose of Reliability Standard CIP-001-1 is to ensure that disturbances or unusual 
occurrences, suspected or determined to be caused by sabotage, shall be reported to the 
appropriate systems, governmental agencies and regulatory bodies. 
 
CIP-001-1 R1 requires an entity such as BTU to have procedures for the recognition of and for 
making its operating personnel aware of sabotage events on its facilities and multi-site sabotage 
affecting larger portions of the Interconnection.  CIP-001-1 R1 has a “Medium” Violation Risk 
Factor (VRF). 
 
CIP-001-1 R3 requires an entity such as BTU to provide its operating personnel with sabotage 
response guidelines, including personnel to contact, for reporting disturbances due to sabotage 
events.  CIP-001-1 R3 has a “Medium” VRF. 
 
According to the Settlement Agreement, Texas RE conducted an on-site compliance audit on 
January 16, 2008, during which it found BTU to be in possible violation of Reliability Standard 
CIP-001-1 R1 and R3.  Texas RE’s audit team interviewed BTU’s operations and other 
personnel and reviewed documents to substantiate that those operations personnel were trained 
and capable of following the procedures to ensure reliable operations from that entity.  The Audit 
team also interviewed Information Technology, Communications, and Planning personnel as 
necessary to get answers to questions and verify training of BTU personnel.    
 
According to the Settlement Agreement, during the audit, Texas Regional Entity discovered two 
alleged violations, CIP-001-1 R1 and R3.  The Texas RE Audit team discovered that BTU did 
not have (a) written guidelines or a written procedure for making operating personnel aware of 
sabotage events (Sabotage Reporting Procedure) prior to October 3, 2007; and (b) the written 
Sabotage Reporting Procedure was not included in BTU operator procedures manual and was not 
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available to operating personnel at any time before or during the audit.  In addition, the three 
operators interviewed by Texas RE during the audit confirmed not being aware of this procedure, 
but, on the audit date, they did have FBI communications contact information available to them.  
During the course of the audit and after discovery that the procedure was missing from the 
operator procedures manual, a division manager inserted the Sabotage Reporting Procedure, 
dated October 3, 2007, into the manual to mitigate its omission. 
 
Texas RE determined that BTU did not have a Sabotage Reporting Procedure in place from June 
28, 2007, the date BTU was registered on the NERC Compliance Registry, until October 3, 
2007, when BTU created the procedure and corrected the CIP-001-1 R1 violation.  The CIP-001-
R3 violation was corrected the day of the audit when the Sabotage Reporting Procedure was 
finally explained and made available to operations personnel, by being inserted into the BTU 
operator procedure manual.  Therefore, Texas RE alleged that BTU was in violation of CIP-001-
1 R3 from June 28, 2007 until January 16, 2008. 
 
In addition, BTU had procedures in place since July 1, 1999 (prior to the June 18, 2007 effective 
date of the NERC Reliability Standards) to inform the Electric Reliability Council of Texas, Inc. 
(ERCOT), pursuant to ERCOT Protocol 2.7.2.3, if or when: (a) it is suspected or identified that 
multi-site sabotage has occurred, or (b) it is suspected or identified that a single-site sabotage of 
a critical facility has occurred.  Protocol 2.7.2.3 further requires that “ERCOT shall inform 
NERC and governmental agencies of the threat in accordance with current laws and regulations.”  
BTU operators were all familiar with this requirement during the audit period.   
 
Based on documentation provided to the Texas RE Audit team and the on-site interviews of BTU 
personnel, the Texas RE Audit team discovered that BTU expended time and money to retain 
consultants to expedite BTU’s development of policies and procedures to comply with applicable 
NERC Reliability Standards.  Texas RE Audit team also determined that a quality compliance 
program was in place and staffed a reliability compliance manager.  It was determined that 
BTU’s procedures were determined to be documented and organized, with the exception of the 
missing Sabotage Reporting Procedure. 
 
The Texas RE Enforcement staff determined that BTU corrected its failure to have a written 
procedure on October 3, 2007, but it still failed to place the procedure in the operator procedures 
manual.  The Texas RE Enforcement staff found that BTU was allegedly in violation of CIP-
001-1 R1 by not having a Sabotage Reporting Procedure prior to October 3, 2007.  Therefore, 
Texas RE Enforcement staff alleged that BTU was allegedly in violation of CIP-001-1 R1 from 
June 28, 2007 until October 3, 2007. 
 
The Texas RE Enforcement staff found that the Sabotage Reporting Procedure, even after its 
creation, was not included in the BTU operator procedures manual and was not otherwise made 
available to operating personnel prior to the audit.  While in the presence of the Texas RE Audit 
team, the BTU Division Manager inserted this procedure in the manual.  Texas RE Audit team’s 
interviews confirmed that none of the three (3) BTU operators was aware of this procedure.  
Therefore, Texas RE Staff alleged that BTU was allegedly in violation of CIP-001-1 R3 from 
June 28, 2007 until January 16, 2008. 
 



NERC Notice of Penalty  
BTU QSE Services, Inc. 
July 10, 2009 
Page 4 
 

 

                                                

According to the Settlement Agreement, Texas RE assessed a combined total penalty of $5,000 
against BTU for the alleged violations of CIP-001-1 R1 and R3.  In arriving at this figure, Texas 
RE Enforcement Staff took into consideration the following factors as it relates to the alleged 
violation of CIP-001-1 R1: (a) this alleged violation was a documentation issue, because there 
was an ERCOT regional procedure in place; (b) BTU hired a consultant to expedite the 
development and creation of policies and procedures, in a good faith attempt to comply with all 
NERC Reliability Standards; (c) BTU corrected its failure to have a fully compliant Sabotage 
Reporting Procedure in its operator procedures manual during the course of the audit; (d) BTU 
cooperated in the audit; (e) BTU had an alternative procedure in place (under ERCOT Protocols) 
to notify appropriate parties of a sabotage event; (f) BTU has an appropriate culture of 
compliance with a reliability compliance manager; and (g) the violations were deemed not to be 
violations that put bulk power system reliability at serious or substantial risk, because it had a 
procedure in place prior to June 28, 2007, that required BTU to inform ERCOT ISO of suspected 
or identified sabotage issues and further required ERCOT ISO to notify NERC and governmental 
agencies of such threats.  Texas RE also considered the fact that BTU is a governmental 
nonprofit entity and did not act willfully to violate any standard or requirement in order to save 
money. 
 
In addition, Texas RE Staff took into consideration the following factors as it relates to the 
alleged violation of CIP-001-1 R3: (a) this is a documentation issue, because there was an 
ERCOT regional procedure in place; (b) BTU hired a consultant to expedite the development and 
creation of policies and procedures in an attempt to comply with all NERC Reliability Standards; 
(c) BTU corrected its failure to have a written procedure on October 3, 2007, but it still failed to 
place the Sabotage Reporting Procedure in its operator procedures manual; (d) BTU cooperated 
to immediately correct its failure to include the written procedure in its operating manual during 
the course of the audit; (e) BTU had an alternative procedure in place (under ERCOT Protocols) 
to notify appropriate parties of a sabotage event; (f) BTU has an appropriate culture of 
compliance with a reliability compliance manager; and (g) there is a medium potential impact on 
the bulk power system for this alleged violation, because the operators were not trained and were 
unaware of the new sabotage reporting procedure that was developed on October 3, 2007.   
 
Status of Mitigation Plan 
 
BTU’s Mitigation Plan to address the alleged violations of CIP-001-1 R1 and R3 was submitted 
to Texas RE on March 24, 2008 and then resubmitted (correcting a typographical error) on May 
5, 2008.5  The resubmission of the mitigation plan included the addition of the NERC 
Compliance Registry ID number and a correction to the assigned NERC Violation ID number.  
Texas RE accepted the Mitigation Plan on May 14, 2008 and on August 14, 2008, it was 
approved by NERC.  The Mitigation Plan for the alleged violations listed above is designated as 
MIT-08-0603 and was submitted as non-public information to FERC in accordance with FERC 
orders.   
 
Upon submission of its Mitigation Plan, BTU confirmed that its Sabotage Reporting Procedure 
was not written and approved in a timely manner, and therefore did not cover the entire audit 

 
5 The May 5, 2008 Mitigation Plan incorrectly states the submission date as March 24, 2008. 
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period.  Texas RE was satisfied that the content of the procedure met CIP-001-1 requirements, 
and agreed that the CIP-001-1 R1 violation was effectively mitigated on October, 3, 2007.  An 
administrative oversight occurred when the procedure was not timely placed in the operator 
procedures manual, until the audit day of January 16, 2008.  The CIP-001-1 R3 violation was 
effectively mitigated that same day when an authorized division manager placed the procedure in 
the appropriate manual and immediately required each operator to be trained on the procedure at 
the next scheduled work shift.  This mitigation was documented in BTU’s training log. 
 
BTU certified on May 16, 2008 to Texas RE that its Mitigation Plan was completed on January 
16, 2008, and Texas RE verified6 on May 16, 2008 that the Mitigation Plan was completed by 
reviewing the training logs.  During the audit and considered as part of the mitigation plan, BTU 
QSE Services inserted the procedure into the operators manual.  Reviewing the training logs 
confirmed that the operators were trained and aware of those procedures. 
 
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,7 the NERC BOTCC reviewed 
the Settlement Agreement and supporting documentation on October 27, 2008.  The NERC 
BOTCC approved the Settlement Agreement, including Texas RE’s imposition of a $5,000 
penalty against BTU, in addition to other actions to promote prospective compliance required 
under the terms and conditions of the Settlement Agreement.  In approving the Settlement 
Agreement, the NERC BOTCC reviewed 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, NERC BOTCC considered the following factors: (1) BTU is an 
independent local government corporation; (2) the alleged violation of CIP-001-1 R1 presented a 
relatively minimal risk to the bulk power system because it was a documentation issue given the 
ERCOT regional procedure that was in place that required notifications to inform ERCOT ISO 
of suspected or identified sabotage issues and further required ERCOT ISO to notify NERC and 
governmental agencies; (3) the alleged violation of CIP-001-1 R3 did not pose a serious or 
substantial risk to the reliability of the bulk power system from June 28, 2007 until January 16, 
2008 which is the date BTU completed its Mitigation Plan; (4) BTU did not contest the alleged 
violations; (5) BTU agreed to the settlement to resolve the alleged violations and to avoid 
extended litigation; (6) there were no repetitive violations; (7) BTU was cooperative during the 
audit and subsequent violation investigation; (8) there was no evidence that the alleged violations 
were intentional; and (9) BTU accepted Texas RE’s confirmation of the alleged violations and  
proposed penalty.   
 

 
6 Texas Regional Entity reviewed BTU QSE Services, Inc.’s training log which showed that the company’s 
operators received training of the Sabotage Reporting Procedure. 
7 Guidance on Filing Reliability Notices of Penalty, 124 FERC ¶ 61,015 (2008). 
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Therefore, NERC approves the Settlement Agreement and believes that the proposed $5,000 
dollar penalty is 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 30 day period 
following the filing of this Notice of Penalty with FERC, or, if FERC decides to review the 
penalty, upon final determination by FERC. 
 
Attachments to be Included as Part of this Notice of Penalty 
 
The attachments to be included as part of this Notice of Penalty are the following documents and 
material: 

a) Texas RE’s Audit Initial Results Summary, dated January 16, 2008, included as 
Attachment a; 

b) BTU’s Response to the Notice of Alleged Violation and Proposed Penalty or Sanction, 
dated March 24, 2008, included as Attachment b; 

c) Settlement Agreement by and between BTU and Texas RE, executed June 15, 2009, 
included as Attachment c; 

d) Mitigation Plan designated as MIT-08-0603, submitted March 24, 2008, included as 
Attachment d; 

e) BTU’s Certification of Completion of the Mitigation Plan dated May 16, 2008, included 
as Attachment e; 

f) Texas RE’s Verification of Completion of the Mitigation Plan, dated May 16, 2008, 
included as Attachment f; and 

A Form of Notice Suitable for Publication 
 
A copy of a notice suitable for publication is included in Attachment g. 
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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 
 
Jeff Whitmer* 
Manager, Compliance Enforcement 
Texas Regional Entity 
2700 Via Fortuna 
Suite 225 
Austin, TX 78748 
(512) 225-7030 
(512) 225-7165 – facsimile 
Jeff.whitmer@texasre.org 
 
Gary D. Miller* 
Group Manager, QSE Power 
Marketing/Production 
BTU QSE Services, Inc. 
630 Atkins Street 
Bryan, TX 77801 
(979) 821-5621 
gmiller@btutilities.com 
 

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 
 
Susan Vincent* 
Director, Legal Affairs 
Texas Regional Entity 
2700 Via Fortuna 
Suite 225 
Austin, TX 78748 
(512) 225-7078 
(512) 225-7165 – facsimile 
susan.vincent@texasre.org 
 
*Persons to be included on the 
Commission’s service list are indicated with 
an asterisk.  NERC respectfully requests 
waiver of the Commission’s rules and 
regulations to permit more than two persons 
on the service list. 
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Conclusion 
 
NERC respectfully requests that the Commission accept this Notice of Penalty as compliant with 
its rules, regulations and orders.   

 
  Respectfully submitted, 
 
  /s/ Rebecca J. Michael 

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 
Holly A. Hawkins 
Attorney 
North American Electric Reliability 

Corporation 
1120 G Street, N.W. 
Suite 990 
Washington, D.C. 20005-3801 
(202) 393-3998 
(202) 393-3955 – facsimile 
rebecca.michael@nerc.net 
holly.hawkins@nerc.net 

 
 
cc: BTU QSE Services, Inc. 
 Texas Regional Entity 
 
Attachment(s) 
 



 

  

 
 
 

Attachment a 
 

Texas RE’s Audit Initial Results Summary, dated 
January 16, 2008 
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  REV. 0  

GOP Audit Initial Results Summary 
Entity Name:  BTU QSE Services Inc. 

Audit Date: January 16, 2008 

Audit Leader: Jeff Whitmer 

Are there any Possible Violations? Yes             No  

Standard Text of Requirement Full Compliance? 

BAL-005-0   

R1. 
All generation, transmission, and load operating within an 
Interconnection must be included within the metered 
boundaries of a Balancing Authority Area. 

Yes 

RSAW 
(R1.):  Determine if the entity being audits has any 
generation, transmission, or load not within the boundaries 
of a Balancing Authority area. 

 

R1.1 
Each Generator Operator with generation facilities 
operating in an Interconnection shall ensure that those 
generation facilities are included within the metered 
boundaries of a Balancing Authority Area. 

Yes 

RSAW 
(R1.1.)  Determine if the Generator Operator has all 
generation facilities included within the metered boundaries 
of a Balancing Authority Area. 

 

Audit Notes:       

 CIP-001-1   
   

R1. 

Each Reliability Coordinator, Balancing Authority, 
Transmission Operator, Generator Operator, and Load-
Serving Entity shall have procedures for the recognition of 
and for making their operating personnel aware of sabotage 
events on its facilities and multi-site sabotage affecting 
larger portions of the Interconnection. 

Possible Violation 

RSAW 

(R1):  Review the evidence provided by the entity to verify a 
method or procedure (either electronic or hard copy) exists 
for recognition of potential sabotage events described in 
Requirement 1. 
(R1):  Review the evidence provided by the entity to verify 
that the above procedure has specific steps to notify 
operating personnel in the event of a sabotage event. 

 

R2. 

Each Reliability Coordinator, Balancing Authority, 
Transmission Operator, Generator Operator, and Load-
Serving Entity shall have procedures for the communication 
of information concerning sabotage events to appropriate 
parties in the Interconnection. 

Yes 
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RSAW 

(R2):  Review the evidence provided by the entity to verify 
documented procedures exist for communicating 
information concerning sabotage events. 
(R2):  Review the evidence provided by the entity to verify 
the list of appropriate parties in the Interconnection to be 
notified. 

 

R3. 

Each Reliability Coordinator, Balancing Authority, 
Transmission Operator, Generator Operator, and Load-
Serving Entity shall provide its operating personnel with 
sabotage response guidelines, including personnel to 
contact, for reporting disturbances due to sabotage events. 

Possible Violation 

RSAW 

(R3):  Review the evidence provided by the entity to verify 
that a documented sabotage response guideline exists, and 
that it includes personnel contacts.  
(R3):  Review the evidence provided by the entity to verify 
that a documented sabotage response guideline was 
available to operating personnel. 

 

R4. 

Each Reliability Coordinator, Balancing Authority, 
Transmission Operator, Generator Operator, and Load-
Serving Entity shall establish communications contacts, as 
applicable, with local Federal Bureau of Investigation (FBI) 
or Royal Canadian Mounted Police (RCMP) officials and 
develop reporting procedures as appropriate to their 
circumstances. 

Yes 

RSAW 

(R4):  Review the evidence provided by the entity to confirm 
that the audited entity has established a list identifying, as 
applicable communication contacts with the appropriate 
entities described in Requirement 4. 
(R4):Review the evidence provided by the entity to verify 
determine if the audited entity has developed reporting 
procedures as appropriate to their circumstances. 

 

Audit Notes: 
R1:  A Sabotage Reporting Procedure did not exist prior to 10/03/2007. 
R3:  The Sabotage Reporting Procedure was not made available to 
operating personnel.  

 COM-002-2   
  

 

R1. 

Each Transmission Operator, Balancing Authority, and 
Generator Operator shall have communications (voice and 
data links) with appropriate Reliability Coordinators, 
Balancing Authorities, and Transmission Operators. Such 
communications shall be staffed and available for 
addressing a real-time emergency condition. 

Yes 

RSAW 

(R1.):  Determine if the entity has voice and data links with 
appropriate Reliability Coordinators, Balancing Authorities, 
and Transmission Operators. 

Determine if those communications facilities have staff 
available to initiate, receive, and/or monitor those 
communications to address a real-time emergency 
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condition. 

Determine if the entity notified its Reliability Coordinator and 
all other potentially affected Balancing Authorities and 
Transmission Operators of any condition that could threaten 
the reliability of its area, or when firm load shedding is 
anticipated, through predetermined communications paths. 

Audit Notes:       

 EOP-004-1   
  

 

R2. 
A Reliability Coordinator, Balancing Authority, Transmission 
Operator, Generator Operator or Load Serving Entity shall 
promptly analyze Bulk Electric System disturbances on its 
system or facilities. 

Yes 

RSAW (R2.):  Determine if the entity analyzed Bulk Electric System 
disturbances on its system or facilities promptly.  

R3. 

A Reliability Coordinator, Balancing Authority, Transmission 
Operator, Generator Operator or Load Serving Entity 
experiencing reportable incident shall provide a preliminary 
written report to its Regional Reliability Organization and 
NERC. 

Yes 

RSAW 

(R3.):  Determine if the entity experienced a reportable 
incident. 
If yes: 
Determine if the entity provided a preliminary written report 
to its Regional Reliability Organization and NERC. 

 

R3.1 

The affected Reliability Coordinator, Balancing Authority, 
Transmission Operator, Generator Operator or Load 
Serving Entity shall submit within 24 hours of the 
disturbance or unusual occurrence either a copy of the 
report submitted to DOE, or, if no DOE report is required, a 
copy of the NERC Interconnection Reliability Operating 
Limit and Preliminary Disturbance Report form.  Events that 
are not identified until some time after they occur shall be 
reported within 24 hours of being recognized.  

Yes 

RSAW 

(R3.1):  Determine if the entity submitted a copy of the 
report submitted to DOE, or if no DOE report is required, a 
copy of the NERC Interconnection Reliability Operating 
Limit and Preliminary Disturbance Report form with 24 
hours of the disturbance or unusual occurrence, or in the 
case of an event not identified until some time after they 
occurred, within 24 hours of being recognized. 

 

R3.2 Applicable reporting forms are provided in Attachments 1-
EOP-004 and 2-EOP-004. Yes 
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R3.3 

Under certain adverse conditions, e.g., severe weather, it 
may not be possible to assess the damage caused by a 
disturbance and issue a written Interconnection Reliability 
Operating Limit and Preliminary Disturbance Report within 
24 hours.  In such cases, the affected Reliability 
Coordinator, Balancing Authority, Transmission Operator, 
Generator Operator, or Load Serving Entity shall promptly 
notify its Regional Reliability Organization(s) and NERC, 
and verbally provide as much information as is available at 
that time.  The affected Reliability Coordinator, Balancing 
Authority, Transmission Operator, Generator Operator, or 
Load Serving Entity shall then provide timely, periodic 
verbal updates until adequate information is available to 
issue a written Preliminary Disturbance Report. 

Yes 

RSAW 

(R3.3): Determine if the event was a result of adverse 
conditions 
If yes: 
Determine if the entity notified its Regional Reliability 
Organization and NERC and verbally provided as much 
information is available at that time. 
Determine if the entity provided timely, periodic verbal 
updates until adequate information is available to issue a 
written Preliminary Disturbance Report. 

 

R3.4 

If, in the judgment of the Regional Reliability Organization, 
after consultation with the Reliability Coordinator, Balancing 
Authority, Transmission Operator, Generator Operator, or 
Load Serving Entity in which a disturbance occurred, a final 
report is required, the affected Reliability Coordinator, 
Balancing Authority, Transmission Operator, Generator 
Operator, or Load Serving Entity shall prepare this report 
within 60 days.  As a minimum, the final report shall have a 
discussion of the events and its cause, the conclusions 
reached, and recommendations to prevent recurrence of 
this type of event.  The report shall be subject to Regional 
Reliability Organization approval. 

Yes 

RSAW 

(R3.4): Determine if the Regional Reliability Organization 
required a final report 
If yes: 

Determine if the entity that experienced the event prepared 
this report within 60 days. 
Determine if the report had a: 

Discussion of the events and cause. 

Conclusions reached. 

Recommendations to prevent a recurrence of this type of 
event. 

 

Audit Notes:       

 EOP-009-0   
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R1. 

The Generator Operator of each blackstart generating unit 
shall test the startup and operation of each system 
blackstart generating unit identified in the BCP as required 
in the Regional BCP (Reliability Standard EOP-007-0_R1).  
Testing records shall include the dates of the tests, the 
duration of the tests, and an indication of whether the tests 
met Regional BCP requirements. 

Yes 

RSAW 

Review Regional Blackstart Capability Program (BCP) and 
identify the requirement for testing the startup and 
operation of each system blackstart generating unit. 

(R1.):  Review the evidence provided by the entity to 
confirm the identified blackstart units. 
(R1.):  Review records to ensure the records contain the 
information required by R1 including: 

Unit tested. 
Date of the test. 
Test duration. 

 Whether the test met Regional BCP requirements.

 

R2. 
The Generator Owner or Generator Operator shall provide 
documentation of the test results of the startup and 
operation of each blackstart generating unit to the Regional 
Reliability Organizations and upon request to NERC. 

Yes 

RSAW 

(R2.):  Review the evidence provided by the entity to 
determine if the Generator Owner or Generator Operator 
has documentation of the test results of the startup and 
operation of each blackstart generating unit. 

(R2.):  Review the evidence provided by the entity to 
determine if the Generator Owner or Generator Operator 
submitted the above documentation to its Regional 
Reliability Organization. 
(R2.):  Review the evidence provided by the entity to 
determine if NERC requested the above documentation. 
(R2.):  Determine if the Generator Owner or Generator 
Operator submitted the above documentation to NERC.

 

Audit Notes:       

 IRO-001-1   
   

R8. 

Transmission Operators, Balancing Authorities, Generator 
Operators, Transmission Service Providers, Load-Serving 
Entities, and Purchasing-Selling Entities shall comply with 
Reliability Coordinator directives unless such actions would 
violate safety, equipment, or regulatory or statutory 
requirements.  Under these circumstances, the 
Transmission Operator, Balancing Authority, Generator 
Operator, Transmission Service Provider, Load Serving 
Entity, or Purchasing-Selling Entity shall immediately inform 
the Reliability Coordinator of the inability to perform the 
directive so that the Reliability Coordinator may implement 
alternate remedial action. 

Yes 
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RSAW 

(R8.):  Review the evidence provided by the entity to verify 
that the entities listed in R8 have operator logs, voice 
recordings or transcripts of voice recordings, or other 
equivalent evidence that will be used to confirm that it: 
(R8.):  Complied with the Reliability Coordinator's directives 
OR 
(R8.):  If for safety, equipment, regulatory or statutory 
requirements it could not comply, it informed the Reliability 
Coordinator immediately.

 

Audit Notes:       

 IRO-004-1   
  

 

R4. 

Each Transmission Operator, Balancing Authority, 
Transmission Owner, Generator Owner, Generator 
Operator, and Load-Serving Entity in the Reliability 
Coordinator Area shall provide information required for 
system studies, such as critical facility status, Load, 
generation, operating reserve projections, and known 
Interchange transactions.  This information shall be 
available by 1200 Central Standard Time for the Eastern 
Interconnection and 1200 Pacific Time for the Western 
Interconnection. 

Yes 

RSAW 

(R4.):  Verify that each Transmission Operator, Balancing 
Authority, Transmission Owner, Generator Owner, 
Generator Operator, and Load-Serving Entity in the 
Reliability Coordinator Area have provided the following 
required information: 
 Critical facility status. 
 Load. 
 Generation. 
 Operating reserve projections. 
 Known Interchange Transactions. 
(R4.):  Review the evidence provided by the entity that 
demonstrates the information was submitted by 1200 CST 
for the Eastern Interconnection and 1200 PST for Western 
Interconnection. 

 

Audit Notes:       

 IRO-005-1   
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R13. 

Each Reliability Coordinator shall ensure that all 
Transmission Operators, Balancing Authorities, Generator 
Operators, Transmission Service Providers, Load-Serving 
Entities, and Purchasing-Selling Entities operate to prevent 
the likelihood that a disturbance, action, or nonaction in its 
Reliability Coordinator Area will result in a SOL or IROL 
violation in another area of the Interconnection. In instances 
where there is a difference in derived limits, the Reliability 
Coordinator and its Transmission Operators, Balancing 
Authorities, Generator Operators, Transmission Service 
Providers, Load-Serving Entities, and Purchasing-Selling 
Entities shall always operate the Bulk Electric System to the 
most limiting parameter. 

Yes 

RSAW 

(R13.):  Determine if the Reliability Coordinator verified that 
all Transmission Operators, Balancing Authorities, 
Generator Operators, Transmission Service Providers, 
Load-Serving Entities, and Purchasing-Selling Entities 
operate to prevent the likelihood that a disturbance, action, 
or nonaction in its Reliability Coordinator Area will result in 
a SOL or IROL violation in another area of the 
Interconnection. 
Determine if the Reliability Coordinator and its 
Transmission Operators, Balancing Authorities, Generator 
Operators, Transmission Service Providers, Load-Serving 
Entities, and Purchasing-Selling Entities always operate the 
Bulk Electric System to the most limiting parameter in 
instances where there is a difference in derived limits. 

 

Audit Notes:       

 TOP-002-2   
   

R3. 

Each Load Serving Entity and Generator Operator shall 
coordinate (where confidentiality agreements allow) its 
current-day, next-day, and seasonal operations with its 
Host Balancing Authority and Transmission Service 
Provider.  Each Balancing Authority and Transmission 
Service Provider shall coordinate its current-day, next-day, 
and seasonal operations with its Transmission Operator. 

Yes 

RSAW 

(R3.):  Determine if the entity coordinated (where 
confidentiality agreements allow) its current-day, next-day, 
and seasonal operations with its Host-Balancing Authority 
and Transmission Service Provider. 
Determine if the entity coordinated its current-day, next-day 
and seasonal operations with its Transmission Operator. 
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R13. 

At the request of the Balancing Authority or Transmission 
Operator, a Generator Operator shall perform generating 
real and reactive capability verification that shall include, 
among other variables, weather, ambient air and water 
conditions, and fuel quality and quantity, and provide the 
results to the Balancing Authority or Transmission Operator 
operating personnel as requested. 

Yes 

RSAW 

(R13.):  Determine if the Generator Operator, upon request 
of the Balancing Authority or Transmission Operator,  
performed generating and reactive capability verification 
that included: 

• Weather. 
• Ambient air and water conditions. 
• Fuel quality and quantity. 
• Determine if the Generator Operator provided the 

results of the test to the Balancing Authority or 
Transmission Operator operating personnel as 
requested. 

 

R14. 
Generator Operators shall, without any intentional time 
delay, notify their Balancing Authority and Transmission 
Operator of changes in capabilities and characteristics 
including but not limited to: 

Yes 

R14.1 Changes in real output capabilities. Yes 

RSAW 

(R14.):  Determine if the Generator Operator notified their 
Balancing Authority and Transmission Operator, without 
intentional time delay, of changes in capabilities and 
characteristics including but not limited to: 
 (R14.1):  Changes in real output capabilities. 
 
Note: An intentional time delay should be considered 
potential evidence of an intent to violate this requirement. 

 

R15. 
Generation Operators shall, at the request of the Balancing 
Authority or Transmission Operator, provide a forecast of 
expected real power output to assist in operations planning 
(e.g., a seven-day forecast of real output). 

Yes 

RSAW 
(R15.):  Determine if the Generator Operator provided a 
forecast of expected real power output at the request of the 
Balancing Authority or Transmission Operator. 

 

R18. 

Neighboring Balancing Authorities, Transmission 
Operators, Generator Operators, Transmission Service 
Providers and Load Serving Entities shall use uniform line 
identifiers when referring to transmission facilities of an 
interconnected network. 

Yes 

RSAW 
(R18.):  Determine if the entity used uniform line identifiers 
when referring to transmission facilities of an 
interconnected network. 

 

Audit Notes:       

 TOP-003-0    
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R1. Generator Operators and Transmission Operators shall 
provide planned outage information. Yes 

RSAW (R1.):  Review data submittals and confirm that they 
conform to established reporting requirements.  

R1.1. 

Each Generator Operator shall provide outage information 
daily to its Transmission Operator for scheduled generator 
outages planned for the next day (any foreseen outage of a 
generator greater than 50 MW).  The Transmission 
Operator shall establish the outage reporting requirements. 

Yes 

RSAW 

(R1.1 and R1.2):  Review the evidence provided to verify 
that the Reliability Coordinator and/or the Transmission 
Operator have established documented outage reporting 
procedures. 
Review outage schedules for transmission and/or 
generation as applicable and compare to outage 
submissions. 

 

R1.3. 
Such information shall be available by 1200 Central 
Standard Time for the Eastern Interconnection and 1200 
Pacific Standard Time for the Western Interconnection. 

Yes 

RSAW 
(R1.3.):  Review logs of data submittal times. 
Review any applicable software applications that are used 
for requesting, tracking, performing, or transmitting outages.

 

R2. 

Each Transmission Operator, Balancing Authority, and 
Generator Operator shall plan and coordinate scheduled 
outages of system voltage regulating equipment, such as 
automatic voltage regulators on generators, supplementary 
excitation control, synchronous condensers, shunt and 
series capacitors, reactors, etc., among affected Balancing 
Authorities and Transmission Operators as required. 

Yes 

RSAW 

Review coordination methods or procedures. 

(R2.):  Review communications, logs, or other evidence to 
confirm that coordination occurred. 
 
NOTE: Coordination methods or procedures do not have to 
be in a formal written document. 

 

R3. 

Each Transmission Operator, Balancing Authority, and 
Generator Operator shall plan and coordinate scheduled 
outages of telemetering and control equipment and 
associated communication channels between the affected 
areas. 

Yes 

RSAW 
Review coordination methods or procedures. 

(R3.):  Review communications or logs indicating that 
coordination occurred. 

 

Audit Notes:       

 VAR-002-1   
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R1. 

The Generator Operator shall operate each generator 
connected to the interconnected transmission system in the 
automatic voltage control mode (automatic voltage 
regulator in service and controlling voltage) unless the 
Generator Operator has notified the Transmission Operator.

Yes 

RSAW 

(R1.):  Determine if the Generator Operator operated each 
generator connected to the interconnected transmission 
system in the automatic voltage control mode (automatic 
voltage regulator in service and controlling voltage) 
If no: 
Determine if the Generator Operator notified the 
Transmission Operator that it was not operating in 
automatic voltage control mode. 

 

R2. 
Unless exempted by the Transmission Operator, each 
Generator Operator shall maintain the generator voltage or 
Reactive Power output (within applicable Facility Ratings1) 
as directed by the Transmission Operator. 

Yes 

RSAW 

(R2.): Determine if the Generator Operator is exempt from 
maintaining its generator voltage  or Reactive Power output 
If not: 
Determine if the Generator Operator maintained the 
generator voltage or Reactive Power output as directed by 
the Transmission Operator (within applicable Facility 
Ratings). 

 

R2.1 

When a generator’s automatic voltage regulator is out of 
service, the Generator Operator shall use an alternative 
method to control the generator voltage and reactive output 
to meet the voltage or Reactive Power schedule directed by 
the Transmission Operator. 

Yes 

RSAW 

(R2.1):  Determine if the Generator Operator used an 
alternative method to control the generator voltage and 
reactive output to meet the voltage or Reactive Power 
Schedule directed by the Transmission Operator when the 
generator’s automatic voltage regulator was out of service. 

 

R2.2 
When directed to modify voltage, the Generator Operator 
shall comply or provide an explanation of why the schedule 
cannot be met. 

Yes 

RSAW 
(R2.2):  Determine if the Generator Operator complied or 
provided an explanation of why a voltage schedule cannot 
be met when directed to modify voltage. 

 

R3. 
Each Generator Operator shall notify its associated 
Transmission Operator as soon as practical, but within 30 
minutes of any of the following: 

Yes 

R3.1 
A status or capability change on any generator Reactive 
Power resource, including the status of each automatic 
voltage regulator and power system stabilizer and the 
expected duration of the change in status or capability. 

Yes 
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RSAW 

(R3.): Determine if the Generator Operator notified its 
associated Transmission Operator within 30 minutes for 
any of the following 
(R3.1): A status or capability change on any generator 
Reactive Power resource, including the status of each 
automatic voltage regulator 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. 

Yes 

RSAW 

(R3.): Determine if the Generator Operator notified its 
associated Transmission Operator within 30 minutes for 
any of the following 
(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. 

 

Audit Notes:       
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Attachment b 
 

BTU’s Response to the Notice of Alleged Violation 
and Proposed Penalty or Sanction, dated March 

24, 2008 







 

  

 
 
 

Attachment c 
 

Settlement Agreement by and between BTU and 
Texas RE, executed June 15, 2009 
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Attachment d 
 

Mitigation Plan designated as MIT-08-0603, dated 
March 24, 2008 
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Attachment e 
 

BTU’s Certification of Completion of the 
Mitigation Plan, dated May 16, 2008 

 



8F1YAN TEllAS UTlUTlE8 

205 E. 28'" S1. <77803> 
P.O. Box 1000 
Bryan, TX 77805 
Phone: 979-821-5715
 
FAX: 979-821-5795
 
http://www.blutilities.com 

THE£NEROYTO SERYI! 't'OII SINCE_*******'*****

May 16, 2008 

Mark Henry 
Manager, Compliance Review & Verification 
Texas Regional Entity 
7620 Metro Center Drive 
Austin, Texas 78744 

Mark: 

In response to your letter of May 14, I am pleased to inform you that BTU ha,s 
completed the Mitigation Plan submitted to TRE on March 24, 2008 regarding the 
NERC Violations listed below. 

NERe Violation ID Standard Requirement 

TRE200800029 CIP-001 R1 

TRE200800030 CIP-001 R3 

I have attached a copy of the Mitigation Plan and supporting documentation verifying 
completion of the plan. For supporting documentation, I have included a copy of BTU 
aSE's training log which details training that individuals have attended. For 
clarification, I have highlighted in yellow the training specifically targeted to address 
mitigation of this violation. Additionally, BTU aSE has developed and attached a new 
Operating Procedure that addresses maintenance of the aSE's Operating Procedures 
Manual. 

•	 I took forward to final resolution of this matter and please let me know if you have any 
questions or concerns. 

Dan Wilkerson 

General Manager 



 

  

 
 
 

Attachment f 
 

Texas RE’s Verification of Completion of the 
Mitigation Plan, dated May 16, 2008 

 



 
 
 
 
 
 

 

May 16, 2008 
 
 
 
 
Re: Texas Regional Entity (Texas RE) Mitigation Plan Verification of Completion 
 
Registered Entity:  BTU QSE Services, Inc. (BTU) 
Violation Number(s):  TRE200800029, TRE200800030 
 
 
It was discovered during a January 16, 2008 audit that BTU that BTU did not have guidelines or 
a written procedure for making operating personnel aware of sabotage events prior to October 
3, 2007 as required by CIP-001-1, R1 (TRE200800029).  BTU created a sabotage reporting 
document, dated October 3, 2007.  This document was reviewed by Texas RE auditors during 
the audit and found to be compliant with CIP-001-1, R1. 
 
It was also discovered during a January 16, 2008 audit that BTU’s sabotage reporting document 
was not available to operating personnel as required by CIP-001, R3 (TRE200800030).  During 
the audit, BTU inserted the procedure into the operators’ procedures manual as part of their 
mitigation plan.  BTU identified in their mitigation plan that operators would be trained on the 
procedure.  BTU provided their training log as further evidence of completion of its mitigation 
plan.  Texas RE’s review of the training log showed that the company’s operators received 
training of the Sabotage Reporting Procedure. 
 
Based on evidence presented by BTU QSE Services, Inc. and reviewed by Texas RE, this letter 
confirms the above mentioned mitigation plans are complete. 
 

 
7620 Metro Center Drive  TRE PUBLIC 
Austin, Texas  78744  
Tel: (512) 225-7000   

Fax: (512) 225-7165   



 

  

 
 
 

Attachment g 
 

Notice of Filing 

 



UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

 
 
BTU QSE Services, Inc.     Docket No. NP09-___-000 
 
 

NOTICE OF FILING 
July 10, 2009 

 
Take notice that on July 10, 2009, the North American Electric Reliability 

Corporation (NERC) filed a Notice of Penalty regarding BTU QSE Services, Inc. in the 
Texas Regional Entity 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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