Synopsis of Key Provisions of
April 26, 2001 FERC Order on RTO West Proposal

On April 26, 2001, the Federd Energy Regulatory Commission (the “Commission”)
responded to filings submitted to the Commisson by the RTO West Filing Utilities in October
and December 2000 with an “Order Granting, with Modification, RTO West Petition for
Declaratory Order and Granting TransConnect Petition for Declaratory Order,” 95 FERC
161,114 (the“Order”). The RTO West Filing Utilities consst of Avista Corporation, the
Bonneville Power Adminigtration (“Bonneville”), Idaho Power Company, the Montana Power
Company, Nevada Power Company, PacifiCorp, Portland Genera Electric Company, Puget
Sound Energy, Inc., and Serra Pacific Power Company, which the Commission referred to asthe
“RTO West Applicants.”

The Order islimited. Inthe Commission’swords, the Order “provides preliminary
guidance with respect to Governance, Scope and Configuration, and Liability of RTO West.”
Order a 6. The Commission stated that, except as specificaly provided otherwise in the Order,
it would address the proposed RTO West Transmission Operating Agreement in afuture order.
Id. Inareas other than governance, scope and configuration, and ligbility, the Commisson
offered limited feedback, which is briefly outlined below.

The Order responded not only to Filing Utilities October and December 2000
(“Stage 17) filings, but to the October 2000 petition filed by the potentia participantsin
TransConnect, L.L.C. (Avista Corporation, the Montana Power Company, Nevada Power
Company, Portland Generd Electric Company, Puget Sound Energy, Inc., and Serra Pacific
Power Company). The Commission eected not to consolidate the RTO West and TransConnect
proposal docketsinto a sngle proceeding, however. This synopssfocuses primarily on the
Order’ s provisons relating to RTO West.

A. Governance.

The Commission’'s Order found that the RTO West “ governance proposd, as st forth in
the RTO West Articles of Incorporation and Bylaws, satisfies the independence standard set
forth in Order No. 2000.” Order a 13. The Commission did, however, direct that the proposed
RTO West Bylaws be modified in three minor respects, each of which the Filing Utilities had
indicated in their December 1, 2000 filing would be acceptable. Thesewere: (1) changing the
Bylawsto dlow persons eected by members of the Large Retail Customer classto hold four of
the six Trustee Selection Committee seats dlocated to the Retall Customer class even if there are
no Large Retall Customers then serving as scheduling coordinators; (2) modifying provisons
relating to weighted voting within the Tranamisson Dependent Utility (“TDU”) dass so thet dl
members of the TDU class participate both in subclass votes that are weighted (by amount of
retail load served) and subclass votes that are non-weighted; and (3) changing the Bylawsto give
the Board of Trustees discretion to reduce or waive, on anon-discriminatory basis, RTO West
membership fees upon written requests by “legitimate public interest participants.” Order at 14
and 20. The Commission declined to require other changes to the RTO West governance
proposal that were requested by various intervenors.
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B. Scope and Regiona Configuration.

The Commission concluded that RTO West' s proposed scope and regiona configuration
are congstent with Order 2000. Order at 40. The Commission also found that, “RTO Weg,
which encompasses a significant portion of the Western Interconnection, can serve as an anchor
for the ultimate formation of aWest-wide RTO.” 1d. The Commission aso “directfed] RTO
West Applicants to continue working toward the common goa's of minimizing seamsissues,
improving inter-regiona coordination, and ultimately establishing a sngle West-wide RTO.”
Order at 41. The Commission ingructed the Filing Utilitiesto file, no later than December 1,
2001, a gtatus report “ detailing, among other things, (1) resolutions of seams issues, (2) plansfor
participation in RTO West by Canadian entities, (3) aframework for formation of a West-wide
RTO, and (4) atimetable for achieving aWest-wide RTO end state.” Order at 41-42 (footnote

omitted).

In afootnote, the Commission aso noted that it wasissuing concurrently with the Order
for RTO West an order relating to market monitoring and mitigation in Cdifornia (Docket
No. EL00-95-012). The Commission stated that it “expect[s] RTO West (as well as participants
in other RTO efforts under consideration in the West) to work cooperatively with the Cdifornia
ISO to develop comprehensive solutions to the problems confronting western markets.” Order a
42, fn. 71.

C. Liability Agreement.

The Commission rgjected the proposd to incorporate the Agreement Limiting Ligbility
Among RTO West Participants into the RTO West Transmisson Operation Agreement. The
Commission declared that the pro formatariff does not address and is not intended to address
lidhility issues, and that transmission providers are free to rely on sate laws for protection from
negligence clams. Order at 48. The Commisson aso indicated the provisonsreating to
compensation to be paid to redigpatched generators belong in the RTO West Tariff. Id.

D. Other Commission Feedback.

One additiond areaiin which the Commisson specificaly addressed the provisons of the
RTO West Transmission Operating Agreement was with respect to the authority of Participating
Transmisson Owners to make unilatera filings under Section 205 of the Federa Power Act
concerning RTO West Tariff rate design. The Commission drew a digtinction between authority
granted to Participating Transmisson Owners that are independent of market participants and
those that are not. The Commission stated:

“TransConnect is not prohibited from entering into agreements with RTO
West that will enable incentive proposals to be incorporated into the rate
dedgn of the transmisson taiff tha RTO Wex files with the
Commission, nor is it prohibited from unilateraly meking a section 205
filing with the Commisson that incorporates incentives or performance
based rates as part of its revenue requirement, after consulting with RTO
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West. Accordingly, we direct RTO West to amend the Transmisson
Operating Agreement consistent with thisfinding.” Order at 34.

The Commission further required that the Transmission Operating Agreement be revised
to diminate any authority of Participating Transmisson Owners that are not independent of
market participants to file unilaterally with the Commission to etablish or change rates under the
RTO West Tariff. The Commisson was careful to explain that this did not prohibit any
Participating Trangmisson Owner from unilaerdly filing with the Commisson to recover from
RTO West its revenue requirement for the facilitiesit places under RTO West' s operationd
control. 1d.

With respect to transmission planning, the Commission indicated that it would be willing
to congder an arrangement in which planning responsibilities are shared between RTO West and
TransConnect. The Commission declined to reach any find conclusion on this matter, instead
providing the following guidance:

“Becauseit is not clear whether, and if so how, RTO West will reflect
least cost planning in its decisonmaking process, we will direct RTO
West Applicants and TransConnect Applicants to further explain in their
Stage 2 filings how they will share the transmisson planning and
expangon regponsghilities and how non-wires solutions will be considered
in the decisonmaking process. Accordingly, we reserve find judgment on
TransConnect’ s request until amore detailed planning and expansion
proposal isfiled.” Order at 38.

The Commission noted that a decison was not before it concerning facilitiesto be
included in RTO Wes, and deferred significant comment on this topic until further details were
submitted in a“Stage 2’ filing. The Commission did, however, “emphasize that for an RTO to
satisfy our scope and configuration characteristics, most or dl of the transmission facilitiesin a
region should be operated by the RTO, aswell as those necessary for operationa control and
management of congtrained paths, regardless of the voltage. Some of these facilities may
currently operate as higher voltage digtribution lines while others may be alower voltage radid
line that is congdered essentia for wholesale transmission service”” Order &t 45.

The Commission declined to take a position with respect to Bonnevill€ s authority to
participate in RTO Wegt, sating that “Bonneville' s decision or gbility to join RTO West is not
subject to review by this Commission.” Order a& 44. The Commission dso indicated that it
would not require an individua cogt-benefit andysis for RTO West, declaring that recent market
problemsin Cdiforniaand the rest of the West “underscore the regional nature of the eectric
marketplace and highlight the substantid benefits that aregiond transmisson organization will
provide” Order at 7 (footnote omitted). The Commission further stated that it waswilling to
alow RTO West' s Stage 2 process to continue on a voluntary basis (rather than to dictate how it
should occur) and would not require that an independent board for RTO West be seated to
undertake any future filings with the Commisson. Order at 8.
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