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RTO WEST TRANSMISSION OPERATING AGREEMENT

This Agreement, dated as of , 200, isby and between RTO West, a\Washington

nonprofit corporation, and ,a (the

“Executing Transmisson Owner”). RTO West and the Executing Transmisson Owner each shall
be referred to as a“ Party” and collectively will be referred to as the “Parties.”
RECITALS
WHEREAS, dong with the Executing Transmisson Owner, the following Initid
Participating Transmission Owners are executing Transmisson Operating Agreements with the

same effective date as this Agreement:

rand

WHEREAS, each of the Initid Participating Transmisson Owners owns and operates
electric tranamission systemsthat are used for the intergtate transmission of eectric power and
energy; and

WHEREAS, each of the Initid Participating Transmisson Owners owns and operates
transmission systems that are directly or indirectly interconnected with the transmission systems of
each of the other Initid Participating Transmisson Owners, and

WHEREAS, FERC, in Orders 2000 and 2000A in Docket Nos. RM99-2-000 and RM99-2-
001 and 18 C.F.R. § 35.34, set out characteristics and functions for regional transmission
organizations and required every public utility that owns, operates or controls facilities used for the
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transmission of eectric energy in interstate commerce to file with FERC no later than October 15,
2000 a proposd to participate in aregiona transmisson organization or an dternative filing as set
outin 18 C.F.R. § 35.34; and

WHEREAS, FERC granted approva of this Agreement on ; and

WHEREAS, RTO West intends to develop and implement rates as set out in Section 17 to
recover revenues adequate to meet the annua revenue requirements of the Participating
Transmisson Owners, plus the operating and implementation costs of RTO West;

NOW, THEREFORE, in consderation of the mutua benefits to the Parties and the benefits

st forth in the recitals above, the Parties agree asfollows:

1. Definition of Terms.

Capitdized terms in this Agreement have the meaning set out in the Schedule of Definitions

attached as Exhibit A to this Agreemen.

2. Effective Date; Oper ations Date(s); Ter mination.

2.1  Effective Date. This Agreement shdl become effective upon the acceptance for
filing or gpprova by FERC of this Agreement as executed and of any other agreement entered into
concurrently with this Agreement and related to participation in RTO West, without change
unacceptable to either Party [only for Transmission Operating Agreements of Executing
Transmisson Ownersthat have loans outstanding from the Rural Utilities Service; provided
that this Agreement shall not be effective until the Rural Utilities Service also has approved
the execution of this Agreement by the Executing Transmission Owner]. If FERC' s acceptance
for filing or gpproval of this Agreement as executed, or of any other related agreement as executed
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that the Executing Transmisson Owner isto enter into concurrently with this Agreement, is, asa
result of rehearing or judicia review thereof, subsequently revised or modified in a manner
unacceptable to either Party, this Agreement shdl be deemed void ab initio. Any such revison or
modification of this Agreement shal be deemed unacceptable to a Party only if that Party provides
notice to the other Party, within thirty (30) calendar days of issuance of the gpplicable FERC action
or judicia order, that such action or order is unacceptable. RTO West shdl promptly provide
further notice to the Executing Transmisson Owner if RTO West or the party to any other
Transmission Operating Agreement, or to a related agreement executed by an Initid Participating
Transmission Owner, provides notice of termination of a Transmission Operating Agreement based
on the revison or modification of such agreement by FERC or as aresult of rehearing or judicid
review thereof. By notice given to RTO West within fifteen (15) caendar days of receipt of such
notice from RTO Wes,, the Executing Transmisson Owner may terminate this Agreement and
thereby render it void ab initio.

22 RTO West Operations Dates. RTO West shdl exercise dl reasonable efforts to

provide al Transmisson Services on or before

2.3  Termination by the Executing Transmission Owner.

2.3.1 Termination Without Cause. The Executing Transmission Owner may
terminate this Agreement for any reason upon two (2) years prior written notice.

2.3.2 Termination asa Result of RTO West’s Breach of This Agreement. If
RTO West is not complying with its obligations to the Executing Transmisson Owner under this
Agreement, the Executing Tranamission Owner may demand that RTO West take appropriate
corrective action. In the event that RTO West does not provide adequate assurance that it will take
appropriate corrective action, and then take such action within a reasonable time, the Executing
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Tranamisson Owner may immediately terminate this Agreement. This right to terminate shall bein
addition to, and not in lieu of, any other remedies the Executing Transmission Owner may have and
IS not subject to Dispute Resolution.

2.3.3 Termination by Executing Transmisson Owner Because of State or
L ocal Taxation of RTO West with Respect to Federal Transmission Facilities. If a State or
local government imposes any Utility, use, property, leasehold excise, possessory interest or smilar
tax upon RTO West with respect to its use, operation or control of rea or persond property owned
by afederd Executing Transmission Owner, Executing Transmisson Owner may terminate this
Agreement within a reasonable time theresfter.

2.34 Termination for Other Reasons. The Executing Transmisson Owner may
immediately terminate this Agreement upon written notice to RTO West if any of the following
occur: 1) falure of RTO West to comply with its obligations under the Insurance, Indemnification
and Limitation of Liability Agreement, 2) falure of RTO West to dlocate taxes as set forthin
Section 25.20 of this Agreement for any reason, including but without limitation Uncontrollable
Forces, or 3) termination of the Transmission Operating Agreement of the Bonneville Power
Adminigration.

24  Requirements Related to Termination.

24.1 Replacement of Load Integration Agreementsand Generation
Integration Agreements. Before, and as a condition of, termination under Section 2.3, the
Executing Transmisson Owner shdl have negatiated in good faith with, and shal have offered a
replacement integration agreement to, each entity that has a Generation Integration Agreement or a
Load Integration Agreement with RTO West and that is interconnected with the Executing
Transmisson Owner’s Electric System. Subject to any limitation imposed by FERC, such
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replacement integration agreement shal have terms and conditions comparable to the terms and
conditions of the form of Generation Integration Agreement or Load Integration Agreement
executed by such entity.

2.4.2 ServiceUnder Pre-Existing Transmission Agreements. Upon termingtion
of this Agreement by the Executing Transmission Owner, the suspended rights and obligations that
relate to the provision of services by the Executing Transmisson Owner under any Pre-Exiding
Transmisson Agreements shdl recommence, as provided in the Agreements to Suspend Provisions
of Pre-Exiging Transmisson Agreements And Obligations under Section 9.3. However, dl
suspended rights and obligations that relate to the receipt of services by the Executing Transmission
Owner pursuant to such Pre-Exigting Transmission Agreements shdl remain sugpended, and the
other parties to such Pre-Exigting Transmisson Agreements shal not be required to provide such
sarvicesfor so long as RTO West remains able to provide the suspended services.

2.5 Preservation of Obligations Upon Termination. Upon termination of this
Agreement for any reason, al unsatisfied obligations of each Party incurred under this Agreement
shdl be preserved until satisfied. In addition, if Participating Transmisson Owners whose
Transmission Fadilities together with the Transmission Fadilities of the Executing Trangmisson
Owner serve loads whose cumulative payments recover one-haf or more of RTO West's costs give
notice of ther intent to terminate their Tranamisson Operating Agreements, with such termination
to be within one (1) year before or after the Executing Transmission Owner’ s termination, the
obligations of the Executing Transmisson Owner following its termination shal aso indude a
share of RTO West's net codts, if any, of terminating RTO West's operations and winding up its
corporate existence, if RTO West isdissolved. The Executing Transmisson Owner’ s share of such
net costs (including any portion of the net costs not collectable from other Participating
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Transmission Owners) shall equa theratio of the Company Costs (or such other rates, charges or
feesthat may apply after the Company Rate Period) established by the Executing Transmisson
Owner for use of the Transmission Facilities pursuant to Section 16.3 of this Agreement to the total
of the Company Costs (or such other rates, charges or feesthat may apply after the Company Rate
Period) so established by al Participating Transmisson Owners from whom RTO West isableto
collect payments assessed for its costs of terminating operations and winding up.

26  Agreementsof Third Partieswith RTO West for Use of the Transmission
Facilities. After termination of this Agreement, the Executing Transmisson Owner shdl provide
to RTO West such transmission services over the Transmisson Facilities as are needed for RTO
West to provide dl continuing Transmission Service required by agreements entered between RTO
West and third parties pursuant to the RTO West Tariff between the Transmission Service
Commencement Date and the date the termination of this Agreement became effective. RTO West
shdl pay to the Executing Transmission Owner as compensation for such transmisson services an
amount equad to the compensation the Executing Transmission Owner would have received in

connection with such third-party serviceif this Agreement had remained in effect.

3. Additional Participating Transmisson Owners.

3.1 Execution of Additional RTO West Transmission Operating Agreements. RTO
West may execute additiona Transmission Operating Agreements or amendments to existing
Transmisson Operating Agreements.
3.1.1 Amendment of Agreement with Bonneville. Certain provisons of the
Transmisson Operating Agreement offered to Bonneville are different than the terms of the
Transmission Operating Agreement offered to other Initid Participating Transmisson Ownersin
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order to comply with laws and regulations applicable to Bonneville. Should the laws and
regulations governing Bonneville be amended in such amanner that the Bonneville Adminigrator
has the authority to agree to one or more provisons identical to those offered other Initid
Participating Transmission Owners, the Adminigtrator shdl so notify RTO West and RTO West
ghdl offer to amend Bonnevill€' s Transmisson Operating Agreement, and Bonneville shall accept
such amendment, to conform to applicable law and to the terms or conditions of other initid
Participating Transmisson Owners Transmission Operating Agreements. [For incluson in
Transmission Operating Agreementsof Initial Participating Transmisson Ownersother than
Bonneville: Executing Transmission Owner her eby consentsto such conforming
amendments.]

3.1.2 Execution by a Successor or Affiliate of a Filing Utility. Any
Transmisson Operating Agreement executed with an Executing Transmisson Owner that isa
successor to or [affiliate of] any filing utility in Docket No. RT01-35-000 (the RTO West Docket)
as of October 15, 2000 or thereafter through the date of execution of the Transmission Operating
Agreement must contain provisons that satisfy the requirement in Section . [This Section
3.1.2 may be unnecessary. However, it may provide a means of ensuring that some
obligations or benefits of a restructured filing utility areretained.] For purposes of this section,
“dffiliate’ has the same meaning asin Section 201 of the Federd Power Act.

3.2  Challengesto Additional Transmission Operating Agreements and Agreements

Pursuant to Section 4.

3.2.1 Noticeto Executing Transmission Owner. RTO West shdl provide the
Executing Transmisson Owner thirty (30) days notice of RTO Wedt' s intention to enter into (1)
any Transmisson Operating Agreement (other than the Transmission Operating Agreements with
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the Initid Participating Transmisson Owners); (2) any amendment to any Transmission Operating
Agreement; or (3) any agreement or amendment thereto entered into under Section 4 of this
Agreement. RTO West shal provide with such notice a complete copy of such agreement or
amendment, including any related exhibits.

3.2.2 Objections by Executing Transmisson Owner. By notice to RTO Wes,
delivered within thirty (30) caendar days of receipt of RTO West' s notice specified in Section
3.2.1, the Executing Transmisson Owner may object to such agreement or amendment, but only on
the following grounds. (1) that RTO West's compliance with the requirements of such agreement
or amendment will violate the terms of this Agreement, (2) that such agreement or amendment may
impair rights granted under this Agreement, or (3) that such agreement or amendment may provide
a party to a proposed Transmission Operating Agreement unduly preferentid treatment by RTO
West or result in undue discrimination againg the Executing Transmission Owner.

3.2.3 Dispute Resolution; Execution of New Agreement or Amendment. Any
objection raised by the Executing Transmission Owner pursuant to Section 3.2.2 shdl be subject to
Dispute Resolution. A party to a proposed agreemert or amendment referred to in Section 3.2.1
shdl have the rights of a party in such Dispute Resolution. The agreement or amendment shdl not
be executed by RTO West until the later of (1) thirty-five (35) caendar days after the notice is
given to the Executing Transmission Owner pursuant to Section 3.2.1, if the Executing
Transmission Owner does not provide notice of objection pursuant to Section 3.2.2; or (2) if notice
of objection is given by the Executing Transmisson Owner, after conclusion of the Dispute
Resolution, with a determination that the objections to the agreement or amendment are unfounded

or have been resolved.
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3.3  Most-Favored-Nation Option. If a Transmisson Operating Agreement entered
into after the date of this Agreement, or an amendment to an existing Transmission Operating
Agreament, contains terms thet differ from the provisons contained in this Agreement, other than
as necessary to accommodeate differences between the Executing Transmisson Owner and the other
affected Participating Transmisson Owner (with the fact that the Participating Transmisson Owner
sgned its Transmisson Operating Agreement at alater time than the Executing Transmisson
Owner not being such a permissible difference), RTO West agrees at the Executing Transmisson
Owner’ s request to amend this Agreement to incorporate terms that are comparably favorable to

such different terms.

4.0 Canadian Participation. RTO West may enter contractua arrangements with one or more

Canadian entities in one of the three following manners

4.1  Participating Transmisson Ownersin RTO West. RTO West may invitea
Canadian entity to participate in the RTO West market structure as a Participating Transmission
Owner in RTO West and execute additiona Transmission Operating Agreements with owners or
operators of transmission facilities within Canada subject to, and in accordance with, the provisons
of Section 3.

4.2  SeamlessMarket Structurewith Independent Operator. RTO West may dso
invite an Independent Operator to participate in the RTO West market structure and may execute
agreements with such Independent Operator on terms that enable RTO West and any such
Independent Operator to operate the transmission facilities under their respective control asasingle
NERC-certified control area (preserving, if desired, the ability of the Independent Operator or RTO
West to contral its respective transmission facilities under emergency conditions), in accordance
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with decisions or orders of gpplicable regulatory authorities in Canada and the United States so as
to provide a market structure with seamless, non-discriminatory, open access transmisson services
across those facilities. Such market structure shal include provisions that provide for common or
ubgtantialy identica matters asfollows. tariffs, business practices, sandards of conduct,
dternative dispute resolution procedures, congestion management system, pricing scheme
(including any price mitigation adopted by RTO West and Independent Operator), ancillary
services market and market monitoring scheme across the transmission facilities under the control
of RTO West and Independent Operator. The agreement may aso provide for the provison of
services by RTO West to an Independent Operator, or by the Independent Operator to RTO West,
and shdl include provisonsto ensure, to the maximum extent practicable, that the transmission
sarvices offered by each of RTO West and such Independent Operator are administered in a
congstent manner.

4.2.1 AgreementsBetween an | ndependent Operator and Canadian
Transmisson Owners. Any agreements entered into by RTO West pursuant to this Section 4.2
shal require that, if the Independent Operator is not the owner of dl transmission fadilities under its
control, the Independent Operator shdl enter into agreements with other owners of transmisson
facilities under its control, on termsidentical to the Executing Transmisson Owner’s Transmission
Operating Agreement other than (1) as necessary to accommodate differences between those
owners of transmission facilities and Executing Transmisson Owner and the other affected
Participating Transmission Owners (with the fact that the Canadian owner of tranamisson facilities
signed its operating agreement with the Independent Operator at alater time not being such a
permissible difference) or (2) are required by a Canadian Regulatory Authority. Such Canadian
participating transmisson owners shdl be treated as if they are Participating Transmission Owners
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for the provisons of Sections , , and of this Agreement. The rights of the

Executing Transmisson Owner set forth in Section 3.3 shdl apply to the terms of any agreement
entered into between the Independent Operator and its Canadian participating transmisson owners
pursuant to this Section 4.2.
4.2.2 Material Differences. Any agreement entered into between RTO West and

an Independent Operator pursuant to this Section 4.2 shdl provide aright to terminate such
agreement if it is determined that there is a materid difference between the requirements of FERC
and the requirements of a Canadian Regulatory Authority such that the seamless, non-
discriminatory and open-transmission-access market structure described in this section is materialy
adversdly affected, and RTO West shdl terminate the agreement in the event of such materid
adverse effect.

4.3  SeamsAgreement. Asan dternaive to agreements under Sections4.1 or 4.2, RTO
West may enter into an agreement or arrangement with a Canadian entity or entities to promote
reliability and market interface compatibility with the RTO West market sructure.

4.4  Certain Agreements Not Transmission Operating Agreements. An agreement
between RTO West and an Independent Operator under Section 4.2 or between RTO West and a
Canadian entity under Section 4.3 is not a Transmisson Operating Agreement for the purposes of

this Agreement.

5. Integration and Physical | nter connection.

5.1  Adoption and Application of I nterconnection Standards. The Executing
Transmission Owner shdl gpply its interconnection standards to the Electric System of the
Executing Tranamission Owner. RTO West may adopt interconnection standards applicable to the
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Electric System of the Executing Transmission Owner, provided such standards (1) are consistent
with gpplicable regulatory requirements and industry standards and (2) do not have a materia
adverse impact on the Executing Transmission Owner’ s Electric System or Company Loads
(including financid impacts). Such standards shdl be devel oped through an open public process
that affords dl interested parties an opportunity for meaningful participation. The Executing
Transmisson Owner may contest any such new standards through Dispute Resolution. RTO West
agrees to take necessary actions to protect the Executing Transmission Owner’s Electric Systemin
the event of the failure of the interconnecting party to comply with any such interconnection
dandards. The Generation Integration Agreement and Load Integration Agreement (attached as
sarvice agreements to the RTO West Tariff) will incorporate the interconnection standards adopted
by RTO West.

52 Integration. The Executing Transmisson Owner shdl require al new generation
interconnecting with the Executing Transmisson Owner’s Electric System to execute a Generation
Integration Agreement with RTO West. The Executing Transmisson Owner shdl require dl new
loads interconnecting with the Executing Transmission Owner’s Electric System to execute a Load
Integration Agreement with RTO West. The requirements of this Section are subject to any
exception to the interconnection standards that may be established by RTO West pursuant to the
procedures set forth in Section 5.1.

5.3  New Physical Interconnections.

5.3.1 Executing Transmisson Owner’s Obligation to Permit New Physical
I nterconnections. Inthe event anew physica interconnection request is received, the Executing
Transmission Owner shdl permit any new physical interconnections with the Electric System of the
Executing Transmisson Owner requested by an Electric Utility to serve its new or existing loads or
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by a Generation Owner seeking to interconnect new or existing electric generation facilities, subject
only to (1) compliance with reasonable terms and conditions (including payment by the third party
of the cost of such interconnection) relating to such physical interconnection; (2) receipt of dl
necessary gpprovas from federa, state, tribal and loca authorities having jurisdiction in the matter;
and (3) compliance with any gpplicable environmenta assessment, planning and reliability
requirements. Nothing herein shdl be interpreted to prohibit the Executing Transmission Owner
from adopting a no-action dternative under applicable environmenta law, provided that any such
decison shdl be subject to Dispute Resolution as provided herein. The Executing Transmisson
Owner shal reasonably cooperate with such Electric Utility or Generation Owner that requests any
new physica interconnection with the Electric System to (1) reach amutually acceptable agreement
governing the congruction, financing, ownership, maintenance, operation and other pertinent
obligations reating to any such physica interconnection; (2) obtain necessary approvals from
federd, sate, tribd and locd authorities having jurisdiction in the matter; and (3) comply with
applicable environmenta assessment, planning and reliability requirements.

53.2 RTO West’sRight To Compel Expedited Dispute Resolution in Cases of
Delay or Impasse. If, within Sxty (60) caendar days following an Electric Utility’sor a
Generation Owner’ s request for any new physica interconnection with the Electric System of the
Executing Transmission Owner (or such extended period as agreed to by the Executing
Transmission Owner and such requesting party or as necessary to comply with gpplicable
environmerta requirements or to obtain necessary gpprovas from federa, sate, tribal and loca
authorities having jurisdiction in the metter), the Executing Trangamission Owner and the requesting
party have not reached a mutually acceptable agreement with respect to such physicd
interconnection, RTO West shal have the right to require the Executing Transmission Owner to
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participate in an expedited Dispute Resolution process with the requesting party to resolve any
disputes concerning appropriate terms and conditions governing such physica interconnection. The
expedited Dispute Resolution process shdl be the same as the Dispute Resol ution process set forth
in Section 20 of this Agreement with the following modifications. (1) thetime limitsraing to
delivery of responses and counterclaims, contained in Section 20.2.2, shdl not apply; (2) each of
the Executing Transmission Owner and the requesting party shdl, within ten (10) calendar days of
the sdlection of the arbitrator, but not less than seven (7) days in advance of the date fixed for the
hearing, submit to the arbitrator its proposed contract language concerning the issuesin dispute; (3)
the time limits relaing to gpplications for intervention, contained in Section 20.3.5.1, shdl not

apply and instead gpplications for intervention must be received within [15] days from publication
of the statement of clam; and (4) the Six- (6-) month time limit contained in Section 20.3.6 shdl not
apply and the arbitrator shall specify the gpplicable interconnection agreement terms within thirty
(30) days of receiving both parties submissions of proposed contract language. The arbitrator shall
be ingtructed to accept the Executing Transmission Owner’ s proposed terms for interconnection if
such terms (1) are reasonable, (2) are not contrary to applicable regulatory requirements, (3) do not
conflict with the terms of any Generation Integration Agreement or Load Integration Agreement the
requesting party will be expected to execute, (4) are not in conflict with interconnection standards
adopted by RTO We<t, and (5) are not unreasonably discriminatory or preferential with respect to
the Executing Transmission Owner’s other comparable interconnection agreements.. The arbitrator
shall be further instructed thet there is no requirement for the interconnection agreement terms of
the various Participating Transmisson Owners to be uniform among the various Participating
Transmission Owners, so long as the proposed interconnection agreement terms meet the above
standards.
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54  Pre-Exigting Generation I nter connections.

54.1 Replacement of Integration Provisonswith a Generation Integration
Agreement. Upon request by any Generation Owner interconnected with the Electric System of
the Executing Transmission Owner, the Executing Transmission Owner will negotiate in good faith
S0 asto dlow replacement of the integration provisions of any agreement between the Executing
Transmission Owner and the Generation Owner with a Generation Integration Agreement between
the Generation Owner and RTO West. Neither the Executing Transmisson Owner nor the
Generation Owner shall be required to surrender any pre-existing contract rights.

5.4.2 Negotiation of Instructionsfor Accessto RTO West Transmission
System. Asan dternative to negotiation under Section 5.4.1 or upon failure of such negotiationsto
reach agreement, the Executing Transmisson Owner shdl negotiate ingructionsto RTO West in
good faith, consistent with any pre-existing agreement for generation facility interconnection and
integration between the Executing Transmisson Owner and the Generation Owner, that will govern
the terms and conditions of integration with the RTO West Transmisson System.

54.3 RTO West’sRight To Compel Expedited Dispute Resolution in Cases of
Delay or Impasse. If, within sixty (60) caendar days after a Generation Owner’ s request pursuant
to Section 5.4.2 to negotiate with the Executing Transmisson Owner ingructions to govern access
to the RTO West Transmisson System (or such extended period as agreed to by the Executing
Transmisson Owner and the Generation Owner), the Executing Transmission Owner and the
requesting Generation Owner have not presented mutually acceptable instructionsto RTO Wes,
RTO West shdl have theright to require the Executing Transmission Owner to participatein an
expedited Dispute Resolution process with the requesting Generation Owner to resolve any disputes
concerning such ingructions. The expedited Digpute Resolution process shdl be the same asthe
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Dispute Resolution process set forth in Section 20 of this Agreement, with the following
modifications (1) the time limits reaing to deivery of responses and counterclaims, contained in
Section 20.2.2, shdl not apply; (2) both the Executing Transmisson Owner and the Generation
Owner shdl, and RTO West dso shdl (if it so eects), within ten (10) days of the selection of the
arbitrator, but not less than saven (7) days in advance of the date fixed for the hearing, submit to the
arbitrator their proposed ingtructions; (3) the time limits relating to gpplications for intervention,
contained in Section 20.3.5.1, shdl not apply and instead applications for intervention must be
received within fifteen (15) days from publication of the satement of clam; and (4) the Six- (6-)
month time limit contained in Section 20.3.6 shdl not gpply and the arbitrator shal determine the
appropriate ingtructions, consstent with the provisions of the generation facility interconnection
and integration agreement, within thirty (30) days from publication of receiving dl parties
proposed ingtructions.

6. RTO West’s Provison of Transmission Services.

6.1 RTO West’sOperational Control of Transmission Facilities.

6.1.1 Initial RTO West Controlled Transmission Facilities. The Executing
Transmission Owner hasincluded dl of its RTO West Controlled Transmission Facilitiesin
Exhibits B and D. On and &fter the Transmission Service Commencement Date, RTO West shall
exercise Operationd Control over dl RTO West Controlled Transmission Fecilities.

6.1.2 Additional RTO West Controlled Transmission Facilities. If the
Executing Transmission Owner congtructs, purchases or otherwise acquires additional transmisson
facilities that meet the definition of RTO West Controlled Transmission Fecilities or if, asaresult
of atransmission facility upgrade or new interconnection, or other factors, additiona transmission
facilities of the Executing Transmission Owner come to meet the definition of RTO West
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Controlled Transmission Fadilities, the Executing Trangmisson Owner shdl amend Exhibits B
and D to indlude such newly acquired or defined facilities upon (1) receipt of notice of such a
determination from RTO West, made after consultation with the Executing Transmisson Owner
and aresolution of the RTO West Board of Trustees, or (2) an order or orders by the appropriate
regulatory bodies (subject to regulatory review as applicable). The determination by RTO West
that such additiond transmission facilities meet the definition of RTO West Controlled
Transmisson Facilities is subject to Dispute Resolution, provided thet the Executing Transmission
Owner shdl include the additiond transmission facilities as RTO West Controlled Facilities
pending the final digpogition of Dispute Resolution

[Agreements applicableto facilities of Puget Sound Energy and Portland
General Electric only:

6.1.2.1 Treatment of Certain Distribution Facilities. The Executing
Transmisson Owner hasincluded all of its Certain Distribution Facilitieson Exhibit .
These facilitiesare used primarily to provide retail load service, with a secondary pur pose of
being used to provide, and support the provision of, wholesale services. For purposes of
Sections 2.6, 6.4.1, 6.4.3, 6.6, 6.8.2, 6.8.3, 6.8.5, 8, 9, 13.1, 16.4, 22.3, 22.4, 22.5, and 26, theterm
Transmission Facilities shall include Certain Distribution Facilities. For purposes of Sections
6.2,6.2.1,6.22,6.2.3,6.24, 7.X, and 25.20, theterm RTO West Controlled Transmission
Facilities shall include Certain Distribution Facilities. For purposes of Sections6.4.2, 8, and 9,
theterm RTO West Controlled Transmission System shall include Certain Distribution
Facilities. For purposesof Sections11.1, 18, and 25.13, theterm RTO West Transmission
System shall include Certain Distribution Facilities. For purposes of Sections ,
such provisons shall apply to Certain Distribution Facilities. Asprovided in Section 6.4,
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RTO West shall provide Transmission Servicesover such Certain Distributed Facilitiesin
Exhibit .

The Executing Transmission Owner shall cooperate with RTO West to facilitate the
provision of Transmission Services, subject to applicable state regulatory authority governing
the use of such facilities, by (1) providing noticeto its affected customersand RTO West of
switching actions; (2) maintaining the adequacy of these facilities are needed to enable RTO
West to provide Transmission Servicesto wholesale customer s and inter connected load; (3)
informing RTO West about [load service] planning and maintenance scheduling, including
reasonable advance notification concer ning planned outages, and planning and maintenance
decisionsthat foreseeably affect RTO West’sprovision of Transmission Services, (4)
addressing any customer complaints about Transmission Servicesover these facilitiesand
sharing information about such complaints and their resolution with RTO West; and (5)
providing RTO West with information, including metering data, reasonably needed to meet
itsreliability, operational or other responsbilitiesin providing Transmission Services|]

6.1.3 Other Transmission Facilities. This Section gppliesto Transmisson
Facilities that are not RTO West Controlled Transmission Fecilities. The Executing Transmission
Owner, may from timeto time & its election add to or remove from Exhibit B Transmission
Facilities that are not RTO West Controlled Transmisson Facilities asidentified in Exhibit D. As
provided in Section 6.4, RTO West shdl provide Transmisson Services over such additiona
Transmisson Facilitiesin Exhibit B. The Executing Transmisson Owner shdl cooperate with
RTO West to facilitate the provison of Transmission Services, including nondiscriminatory rates,
terms, and conditions over such Transmisson Facilitiesin Exhibit B, by (1) providing notice to its
affected customers and RTO West of switching actions; (2) maintaining the adequacy of these
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facilities as needed to enable RTO West to provide Transmission Services to wholesale customers
and interconnected load; (3) subjecting such Transmission Service to any operationd limitation on
agenerator’ s access to the point of injection on the RTO West Transmission System for generators
interconnected with the Executing Transmission Owner’ s facilities other than RTO West Controlled
Transmission Fadilities; (4) informing RTO West about planning and maintenance scheduling,
including reasonable advance natification concerning planned outages, and planning and

mai ntenance decisions that foreseeably affect RTO's provison of Transmisson Services, (5)
addressing any customer complaints about service over these facilities and sharing information
about such complaints and their resolution with RTO West; and (6) providing RTO West with
information, including metering data, reasonably needed to meet its reliability, operationa or other
responsbilitiesin providing Transmisson Services.

6.2  Obligation of Executing Transmisson Owner To Provide Total Transmission
Capability of the RTO West Controlled Transmission Facilities. On and after the Transmisson
Service Commencement Date, the Executing Transmisson Owner shdl provide its share of the
Total Transmission Capability of the RTO West Controlled Transmisson Fecilities, asfollows:

6.2.1 Pre-Exigting Rightsand Obligations. The Executing Trangmisson Owner
shdl provide such Tota Transmission Capabiility of the RTO West Controlled Transmisson
Fadilities asisrequired to satisfy dl firm rights to use such fadilities thet the Executing
Transmisson Owner has granted to its Merchant Function or to any third party and that, as of the
Transmission Service Commencement Date, condtitute Pre-Exigting Transmisson Agreements And
Obligations; provided, however, that the Executing Transmission Owner and the holder of such
rights may agree that such rights need not be satisfied; and further provided that if areduction in
Totd Transmisson Cagpability results from events outsde of the Executing Transmisson Owner’s
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control, the obligation of the Executing Tranamission Owner to provide Tota Transmission
Capability shal be determined by the terms of the gpplicable Pre-Exiding Transmisson
Agreements and Obligations giving rise to such rights.

6.2.2 Other Restoration of Total Transmission Capability. Intheevent of a
reduction in the Total Transmission Capability of RTO West Controlled Transmission Facilities as
available immediatdly before the Tranamisson Service Commencement Date, RTO West shdl
determine the extent to which restoration of such Total Transmission Capability is needed in order
to meet Transmisson Service commitments in existence &t the time of such reduction, other than
those described in Section 6.2.1, and the Executing Transmission Owner shall restore such reduced
Total Transmisson Capability within acommercialy reasonable period, to the extent needed to
meet such commitments. RTO West shdl use dl reasonable efforts to make any changesin
religbility criteria that would derate the RTO West Controlled Transmission Fecilities effective only
after expiration of Financid Transmisson Options sold in any previous RTO West auction.

6.2.3 Alternativesto Restoring Total Transmission Capability by Agreement
with Transmisson Customer. Inlieu of restoring the Total Transmisson Cgpability of RTO
West Controlled Transmisson Facilities asrequired in Sections 6.2.1 and 6.2.2 to satisfy the
requirements of a Pre-Exising Transmission Agreement, the Executing Transmisson Owner may,
by agreement with the gpplicable Transmisson Customer, provide economic payment in lieu of
such restoration.  In such event, RTO West will support recovery by the Executing Transmission
Owner of any such reasonable payment as a transmisson cost.

6.24 Existing Remedial Action Schemes. In addition to the requirementsto
provide Tota Transmission Capability of RTO West Controlled Transmission Facilities as set forth
in Sections 6.2.1 and 6.2.3 above, the Executing Transmission Owner shall make good faith efforts
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to maintain Remedia Action Scheme(s) pursuant to its contractua rights and obligations existing
on the effective date of this Agreement until the expiration of the applicable contracts. In addition,
the Executing Transmisson Owner shdl make good faith efforts to maintain, for three (3) years
from the Transmisson Service Commencement Date, Remedid Action Scheme(s) that both are
necessary to provide the Total Transmisson Capability and previoudy were provided by the
Executing Transmisson Owner without a contract.

6.25 RTO West’sCosts of Providing Total Transmission Capability. If the
Executing Transmisson Owner falsto restore Tota Transmisson Capability within a
commercialy reasonable period as required under this Section 6.2, RTO West shall be entitled to
take such actions as are needed to provide such Tota Transmisson Capability and, notwithstanding
the Company Rate provisions of Section 17, shall be entitled to recover the costs of such actions as
an additiona charge imposed on the Company Loads (and on Transfer Charges, to the extent
adjusted pursuant to the Transfer Charge Adjustment provisions of Exhibit H) of the Executing
Transmission Owner.

6.2.6 Compensation for Remedial Action Schemes.

The Executing Transmission Owner may include in its rates established pursuant to
Section 16 any (1) contract compensation or (2) in the albsence of contract compensation, its costs,
including opportunity costs, for establishing, implementing and maintaining Remedid Action
Scheme(s) pursuant to this Agreement. To the extent such Remedia Action Scheme(s) are
contractud rights of the Executing Transmisson Owner to interrupt power suppliesto third parties
or to require third parties to interrupt operation of eectric generation facilities, RTO West shdl
support recovery by the Executing Transmission Owner of its own costs or of amounts it paysto
applicable third parties as contractua charges for the reservation or the exercise of such rights,
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including any contractua liquidated damages, as pecified in the applicable agreements. The codts
referenced in subpart (2) above may include (1) insurance payments and (2) forgone profits or net
revenues when generation or load is interrupted, but shal not include equipment damage.
6.3  Commencement of Transmission Service.

6.3.1 Transmission Service Comprehensive Plan. RTO West shdl provide the
Executing Transmisson Owner, at least six (6) months before the Transmission Service
Commencement Date, a comprehensive plan, which shdl include afull description of the actions
required of RTO West and of dl Participating Transmisson Ownersto effect an orderly, safe and
reliable trandfer of Transmisson Service functions. RTO West may provide in such comprehensive
plan for it to become the single NERC-certified Control Areaoperator for the RTO West
Trangmission System. RTO West may require the Participating Transmisson Ownersto participate
in aperiod of concurrent operation of Transmisson Service functions and shdl notify the Executing
Transmisson Owner when the period of concurrent operation will end with respect to each
Participating Transmisson Owner. Any dispute concerning the adequacy or workability of such
comprehengve plan shal be subject to Dispute Resolution.

6.3.2 Notice of the Transmission Service Commencement Date. RTO West
shdl provide the Executing Transmission Owner with at least ninety (90) cdendar days notice of
the specific Transmisson Service Commencement Date.

6.4 RTO West's Exclusive Right and Obligation To Provide Transmission Services

over the Transmission Facilities.

6.4.1 Transmission ServiceProvided by RTO West. On and after the
Transmisson Service Commencement Date, RTO West shall have the exclusive right and
obligation, pursuant to the terms of the RTO West Tariff, to provide to Transmisson Customersal
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Trangmission Services over the Transmission Fadilities specified in Exhibit B, induding dl (1)
Transmisson Services required by the Executing Transmission Owner and using the Trangmisson
Facilities, (2) Transmisson Services needed for the Executing Transmisson Owner to satidfy its
obligations under NonConverted Transmission Agreements that remain in effect (and are not
sugpended) on and after the Transmission Service Commencement Date, (3) Transmission Services
required pursuant to Converted Rights granted to entities that have agreed to suspend rights and
obligations under Pre- Existing Transmisson Agreements, and (4) Transmisson Services usng the
Transmisson Facilities that are requested by other third- party Eligible Customers. In carrying out
its obligations to provide Transmission Services as well as other obligations under Section 6, RTO
West shdl act as areasonable and prudent provider of Transmisson Services.

6.4.2 Modification of Executing Transmission Owner’s Open Access
Transmission Tariff. To protect the ability of RTO West to implement workable congestion
management for the RTO West Controlled Transmission System, the Executing Transmission
Owner shdl seek approva from the gppropriate regulatory authorities, if any, to modify, and upon
receipt of required approva shal modify, its open access transmission tariff to provide to holders of
Pre-Exiding Transmisson Agreements a one-time opportunity before the Transmission Service
Commencement Date to exercise Rollover Rights under such tariff with repect to such Pre-
Exiging Transmisson Agreements by extending the term of such Pre- Exiging Tranamisson
Agreements. After such opportunity has passed, the Rollover Rights shdl be extinguished;
provided that the Executing Transmission Owner is not required hereby to seek such modification
with respect to Pre- Exigting Transmission Agreements required to provide an adequate power
supply to loads served from the Electric Systems of the Participating Transmisson Owners. The
Executing Transmission Owner is not required hereby to seek any change in Rollover Rights
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explicitly granted in Pre- Exiging Tranamisson Agreements executed before the date of this
Agreement (and not arising from the Executing Transmisson Owner’s Open Access Transmisson
Taiff).

6.4.3 Transmisson Agreements After the Transmission Service
Commencement Date. Before the Transmission Service Commencement Date, the Executing
Transmission Owner shdl not, unless so ordered by FERC or a court of competent jurisdiction,
enter into any Transmisson Agreements for use of the Transmisson Facilities after the
Transmission Service Commencement Date, unless pursuant to the terms of any such Transmisson
Agreements, RTO West may unilateraly convert such service to Transmisson Services other than
Non-Converted Transmission Service. On or after the Transmission Service Commencement Date,
the Executing Transmission Owner shdl not, unless so ordered by FERC or a court of competent
jurisdiction, enter into any Transmission Agreement for use of the Tranamission Facilities. Tothe
extent that the Exigting Transmisson Owner’s Open Access Tranamission Tariff expresdy provides
the Exigting Transmisson Owner aright to replace service entered into after _[date] ~ with
Transmisson Sarvice from RTO West (other than Non-Converted Service), the Existing
Transmisson Owner shal exercise such right and replace the customer’ s service with such RTO
West service.

6.5 RTO West’sProvison of Transmission Servicesover Electric Systems. Onand
after the Transmission Service Commencement Date, RTO West shdl have the right, subject to
applicable law, to provide Transmission Servicesto a Transmisson Customer needed over the
Executing Transmisson Owner’s Electric System to transmit wholesde power that will dso be
transmitted over the RTO West Transmission System (1) from generation facilities interconnected
with the Electric System of the Executing Transmisson Owner (whether or not such

Page 24 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



interconnection is with the Tranamisson Fadilities), and (2) to Electric Utilities interconnected with
the Electric System of the Executing Transmisson Owner (whether or not such interconnection is
with the Transmisson Fadilities). Except as otherwise expresdy provided herein, such right
provides no additiona operationd or planning authority over such facilities. The provison of such
Trangmisson Services by RTO West shdl not affect the right of the Executing Transmisson Owner
to charge and collect any lawfully imposed additiona charges for use of any of its Electric System
facilities other than Tranamisson Facilities. RTO West and the Executing Transmission Owner
shdl cooperate as necessary to ensure provision of Transmisson Service as required under this
Section 6.5.

[For Bonneville Power Administration’s Transmission Operating Agreement only: In
the event that for any reason all requestsfor Transmission Services cannot be accommodated,
and subject to existing rights, and to the extent required by then applicable law, requestsfor
use of the Transmission Facilities (1) to serve loads within the Pacific Northwest or (2) to meet
the requirements of Section 9(i)(3) of the Northwest Power Act shall receive preferencein
accordance with applicable federal law. RTO West shall also ensurethat all Transmission
Service necessary to meet all of the Executing Transmission Owner’s electric power delivery
requirementsunder any treaty of the United Statesis provided over the Transmission
Facilities. If the Executing Transmission Owner deemsthat deliveries over the Transmission
Facilitiesrequired hereunder are not being made by RTO West, the Executing Transmission
Owner may direct RTO West to make such deliveries over the Transmission Facilities. These
service preferences and delivery obligations, however, shall not relieve the Executing
Transmission Owner, the provider of any Northwest regional loads or the owner of any
gener ation resour ces of any RTO West requirement to acquire any rights as specified in the

Page 25 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



RTO West Tariff and needed to ensuretherecept of Transmission Services. In addition, if
directed by the Executing Transmission Owner to make deliveries over the Transmission
Facilitiesas provided hereunder, RTO West shall be entitled, notwithstanding any provisons
of Section 17, to charge the Executing Transmission Owner any amounts specified in the RTO
West Tariff, unless such direction by the Executing Transmission Owner is necessary and the
costs arise because of RTO West’s failure to comply with its obligations to implement these
service preferences and delivery obligations. RTO West’s char ges may include any amounts
needed to makethird partieswholefor the economic impacts of providing the Transmission
Service asdemanded.] [Notee The RTO West Tariff will contain a provision providing for
RTO West, if directed pursuant to thisprovison to make deliveriesRTO West otherwise
would not make, to specify as a chargeto the Bonneville Power Administration RTO West's
estimate of the incremental cost (including lost commer cial opportunities and any cost of
interruption of serviceto third parties) to RTO West arising from compliance with a
Bonneville Power Administration directive, unless such direction by the Executing
Transmission Owner isnecessary and the costs arise because of RTO West’sfailureto comply
with its obligationsto implement these service preferences and delivery obligations. The RTO
West Tariff will also providefor RTO West to use proceeds from such charge to compensate
third partiesfor RTO West’s estimate of incremental costsincurred by such third parties
(including lost commer cial opportunities and any cost of interruption of service) asaresult of
such compliance]

6.6  Control and Operation of RTO West Control Area. On and after the
Transmission Service Commencement Date, RTO West shal assume control of the existing control
aress of the Participating Transmission Owners and shdl have the right to operate such control
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areas asasingle RTO West Control Area. RTO West shall operate the RTO West Control Areaiin
compliance with the standards specified in Section 13.1 of this Agreement and with therma and
other operating parameters established by the Executing Transmisson Owner for its Tranamission
Facilities. RTO West may modify, through Dispute Resolution, the therma and other operating
parameters established by the Executing Transmisson Owner for its Transmission Facilities. In
any Dispute Resolution proceeding concerning whether such modifications are gppropriete, the
arbitrator shdl (1) apply Good Utility Practice in reaching a determination and (2) not uphold a
modification that would violate the Executing Tranamission Owner’ s safety standards. Except as
provided in Section 2.3.2, this Section 6.6 is enforceable only through equitable relief.

6.7 RTO West's Other Dutiesasa Transmission Service Provider.

6.7.1 Transmisson Tariffs. RTO Wes shdl maintain an RTO West Tariff for
the Transmisson Services and shdl have exclusive authority to administer such tariff. RTO West
shdl comply with the RTO West Tariff.

6.7.2 Transmission Services Requests. RTO West shdl process Transmission
Services requests and shall execute dl contracts for Transmission Services. RTO West shdll
respond to dl requests for Transmission Services within the time frames and in accordance with the
terms and conditions of the RTO West Tariff and in accordance with applicable FERC
requirements. RTO West shdl establish credit limits for those scheduling with RTO West &t levels
reasonably expected to ensure payment in the event of defaullt.

6.7.3 Rélief of Transmission Service Obligation of the Executing Transmission
Owner. RTO West shdl intervene before FERC as necessary to assart RTO West's exclusive right
and obligation to supply such Transmisson Services as st forth in this Agreement. If the
Executing Transmission Owner is ordered by FERC or by a court of competent jurisdiction to

Page 27 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



provide any such Transmission Services directly, RTO West shdl provide to the Executing
Transmisson Owner Transmission Services as heeded for the Executing Transmisson Owner to
comply with al such gpplicable orders.

6.7.4 Transmisson Scheduling. RTO West shdl adminigter the transmission
scheduling function for al Transmisson Services over the RTO West Transmission System,
including prescheduling and red-time scheduling.

6.7.5 RTO West Web Site Requirements and Deter mination of Total Transfer
Costsand Available System Capacity. RTO West shdl ensure that the RTO West Web Site
meets the OASIS requirements as set out by FERC. RTO West shdl independently calculate Total
Transfer Capacity and Available System Capacity.

6.7.6 Compliance with Curtailment and Redispatch Orders. RTO West shdll
(1) use dl reasonable means to require loads taking Transmission Services and electric generaion
facilities located within the RTO West Control Areato comply, to the extert practicable, with
curtailment and redispatch orders during an RTO West Controlled Transmission System
Emergency and (2) incorporate into the RTO West Tariff or rate schedules provisons that contain
reasonable penalties for noncompliance and incentives for compliance.

6.7.7 Market Power and Price Mitigation. Inthe event that the Commisson
encourages but does not require an approved RTO to establish a market power and price mitigation
program, RTO West shdl establish such a program under the following circumstances. (1) the
Commission establishes amarket power screening test to which one or more Participating
Transmisson Owners will be subject; (2) the Commission exempts any Participating Tranamisson
Owner subject to the market power screening test from the test in the event that it participatesin an
gpproved RTO with amarket power and price mitigation program; and (3) a Participating
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Transmisson Owner subject to the market power screening test requests RTO West to establish a
market power and price mitigation program that meets the Commission’s standards. In such case,
RTO Wes shdl design its market power and price mitigation program to meet the Commisson’s
minimum standards and offer the Executing Tranamission Owner the option to participate in the
program.

6.7.8 Regulatory Compliance. RTO Wes shdl comply with dl applicable laws,
treaties and regulations gpplicable to the provison of Transmisson Services. If any new law
applicable to the Executing Transmisson Owner’s operation of its Transmisson Facilitiesis
enacted after the Transmission Service Commencement Date, RTO West shdl comply with such
new law. The Executing Transmisson Owner shdl consult with RTO West in developing
provisons implementing such new law.

6.7.9 Transaction Accounting, Data Storage and Billing. RTO West shall
adminigter transaction accounting, storage of historicd data and billing functionsin connection with
its provison of Transmisson Services. Such services shdl be rendered in full compliance with the
provisons of the Paying Agent Agreement.

6.7.10 Control Centers. RTO West shdl provide for adequate and operationa
RTO West primary and backup control centers.

6.7.11 RTO West’s Operation of a Balancing Market. If itisrequired by FERC
in order for the Executing Transmission Owner to receive or retain market rate authority, (i) RTO
West shdl administer a baancing market, and (ii) if further required to establish price thresholds or
other measures, RTO West will establish such thresholds or other measures acceptable to FERC
and otherwise permitted by law. To the extent RTO West purchases power pursuant to this
Agreement, it shdl purchase only for its own account, and not for the account of an undisclosed
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principa. RTO West may not participate in the market to resdll any surplus energy and ancillary
services resulting from purchases to replace obligations of a defaulting Scheduling Coordinator
except by contracting out the service to aresae agent which acts independently of RTO West to the
fullest extent practicable and observes the separation requirements of FERC Orders 888 and 889.

6.7.12 Performance Standardsfor RTO West. RTO West shall prepare and
adopt an annual budget prior to the commencement of each fisca year that shall reflect the
performance standards in Section 6.7.14. At least ninety (90) days before the adoption of each
annua budget, RTO West shdl provide the annual budget to the Executing Transmisson Owner for
advice and comment. RTO West shall consder any comments on the budget that are provided by
the Executing Transmisson Owner. If, after theinitia two (2) full fiscd years of operation, RTO
West proposes to adopt an annua budget with an expense total that materialy exceeds the annua
expense totd for thefiscd year lagt audited, RTO West shal consult with the Executing
Transmission Owner with respect to potentia budget reductions or financid controls.

6.7.13 RTO Wes Annual Financial Reporting. Assoon as reasonably
practicable after the close of the fisca year, RTO West shdl prepare, and make available to the
Executing Transmission Owner, annud financid statements in accordance with generally accepted
accounting principles and requirements of FERC.

6.7.14 Annual Budget. RTO Wes shdl develop and implement, on an annud
bas's, performance standards for the operation, management, and financia control of RTO West.

6.8  Executing Transmission Owner’s Obligationsfor Operation of 1ts Transmission
Facilities.

6.8.1 Control Center. Except as otherwise ordered or approved by FERC, the

Executing Transmisson Owner shdl maintain adequate facilities and quaified operating personnd,
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ether directly or through contract with another entity, for carrying out the functionsin this Section
6.8 under RTO Wedt's direction and coordination.

6.8.2 Switching Ordersand Clearances. The Executing Transmisson Owner
shall prepare and execute switching orders and the issuance of clearancesto field personne with
respect to the Transmission Facilities. The Executing Transmission Owner reserves the right to
conform to its safety practices and standards when responding to RTO West directions.

6.8.3 LogMaintenance. The Executing Transmisson Owner shdl maintain a
switching and system status log with respect to the Tranamission Facilities,

6.84 RTO West Transmisson System Monitoring and Security. The
Executing Transmission Owner shdl provide to RTO West information, updated &t intervals as
specified by RTO West consgtent with industry standards, that RTO West reasonably specifiesis
necessary for its monitoring or andlysis functions or otherwise is necessary for the performance of
RTO West'sduties. In accordance with RTO West's overdl direction, the Executing Transmisson
Owner shdl monitor and evaluate power and reactive flows and voltage levels and take action to
maintain security of the RTO West Transmisson System.

6.8.5 Maintenance Outages. The Executing Transmission Owner shdl
coordinate proposed Transmission Facility maintenance outages with RTO West. The Executing
Transmission Owner shal submit to RTO West dl proposed maintenance outages on the RTO West
Controlled Transmission Facilities, which proposals RTO West shall approve or reject based on
RTO West' s business practices and operating and reliability criteria RTO West shdl pay to the
Executing Transmission Owner the cogtsincurred by the Executing Transmission Owner resulting
from an RTO West directive to change the timing of scheduled outages that had previoudy been
approved by RTO West.
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6.8.6 RTO West Transmission System Security. The Executing Trangmisson
Owner shdl receive and execute actions required by the Security Coordinator, subject to Section
13.2 of this Agreement.

6.8.7 RTO West Transmission System Rdiability. The Executing Transmisson
Owner shdl carry out, with respect to the RTO West Controlled Transmission Fecilities, dl
operating functions except those operating functions for which RTO West is responsible under this
Agreement or which RTO West otherwise assumes.

6.8.8 Restoration of RTO West Controlled Transmission Facilities. Following
an outage of RTO West Controlled Transmission Facilities, the Executing Transmisson Owner
ghdl initiate and prioritize RTO West Controlled Transmission Facility restoration asfollows: (1)
at the Executing Transmisson Owner's discretion if RTO West Controlled Transmisson System
religbility is not jeopardized and if the outage does not affect the comparable transmission facilities
of one or more of the other Participating Transmisson Owners; provided, however in exercising its
discretion hereunder, the Executing Transmission Owner shal afford no undue preference to any
market participant or load; or (2) according to directions of RTO West if RTO West Controlled
Transmisson System rdliahility isjeopardized or if the outage affects the comparable transmisson
facilities of one or more of the other Participating Transmisson Owners. The provisons of Section
13.2 shdl apply to dl restorations of RTO West Controlled Transmission Fecilities.

6.9  Compliance with Standards of Conduct. The Executing Transmission Owner
ghdl ensure that al of its personnd performing the duties specified in Section 6.8 (1) comply with
information access requirements of FERC standards of conduct as set out at 18 C.F.R. §37.4, as
amended from time to time and as interpreted by FERC (except that any OASIS posting
requirements thereunder shal be deemed satisfied a such time as the relevant information has been
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posted on the RTO West Web Site), with respect to al communications with any market
participant, including a Merchant Function of the Executing Transmisson Owner, concerning the
performance of such functions and with respect to the didtribution of any information not avallable
on the RTO West Web Site related to the performance of such functions, and (2) give no undue
preference to any market participant.

6.10 Security Coordinator. On and after the Transmission Service Commencement
Date, RTO West shall, directly or by contract, perform dl functions required of a Security
Coordinator. In carrying out its respongbilities with respect to security coordination, RTO West
may take Emergency Measures.

6.11 Scheduling Coordinator Default. Before the Transmisson Service
Commencement Date, RTO West shal obtain the assurance of each state or tribd authority within
RTO West boundaries that in the event that a default by a Scheduling Coordinator occurs and the
affected Transmisson Customers are unable to secure a replacement Scheduling Coordinator within
____daysof such default after making a good faith effort to do so, the Sate or triba authority will
direct the termination of service to load(s) for which such defaulting Scheduling Coordinator serves

as Scheduling Coordinator until a replacement Scheduling Coordinator is secured.

7. RTO West's Congestion M anagement System.

7.1  Initial Congestion Management System. RTO Wes shdl implement, as of the
Transmisson Service Commencement Date, a congestion management system consistent with
Attachment __ to the Stage 2 Filing and Request for Declaratory Order Pursuant to Order 2000
filed with FERC on March 1, 2002. Such congestion management system shdl be consistent with
this Agreement and the Congestion Management Proposd asit may be further defined.
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7.2  Mid-ColumbiaHourly Coordination Agreement. RTO West shal operate the
RTO Wes Transmisson System and its congestion management system in amanner thet will
accommodate full performance of the Mid-Columbia Hourly Coordination Agreement. The Mid-
Columbia Hourly Coordination Agreement shal not be considered a Pre-Exiging Transmisson
Agreement for purposes of this Agreement, and, so long as scheduling is not undertaken pursuant to
such agreement, shal not be required to obtain Catalogued Transmission Rights.

7.3  Comprehensive Review Promptly After Completion of Three (3) Years. Three
(3) years after the Tranamission Service Commencement Date, RTO West shdl conduct a thorough,
forma evauation of its congestion management system. If RTO West determines thet thereisno
need for change, RTO West need not make any. To the extent RTO West eects to modify its
congestion management system, however, it shdl do so consistent with the provisons of
Section 7.4.

74  Principles Governing Modificationsto RTO West Congestion M anagement
System. If RTO West dects to modify its congestion management system (a any time following
the Transmisson Service Commencement Date), it shal do so in a manner that protects rights
under Pre-Exiging Tranamisson Agreements and Obligations for the terms of those rights and
neither expands nor diminishes transmission- or congestion-related rights are then outstanding
(whether based on Catalogued Transmission Rights described in Attachment __ or on Financid
Transmission Options purchased directly from RTO West or in the secondary market registered
with RTO West). In making any modifications to RTO West' s congestion management system,
RTO West will consder the following principles:

A. accommodates broad participation;
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7.5

sends efficient price Sgnalsto al users about the consequences of their transmission
usage decisons,

provides least cost redigpatch of generation that is redispatched (from the voluntary
redispatch bid stack) to relieve the expected congestion;

encourage use of tranamisson rights by those that vaue them most highly;

sends sgnds for gppropriate investment (generation, including generator location;
transmission; demand-response; etc.);

facilitates development of hedging tools,

provides for liquidity and tradability;

provides incentives that enhance RTO Wedt's ability to determine available capacity
prior to day ahead scheduling;

does not impede relidhility;

promotes the ability to detect and respond to unintended consequences affecting the
market and market power abuse;

supports a broad, seamless market; and

enables RTO West to determine that there is reasonable proportiondity between

costsincurred and benefits to customers.

Points of Injection and Withdrawal on RTO West Controlled Transmission

System. Points of injection and points of withdrawa shal be located on the RTO West Controlled

Transmisson System for purposes of congestion management.

8. Transmisson Use Rights.

RTO West hereby grants the Executing Transmission Owner transmission use rights on the

RTO West Controlled Transmission System to replace pre-exigting rights in the RTO West

Controlled Transmission System, on abasis comparable with rights held prior to the Transmisson

Service Commencement Date, as set forth below. For purposes of this Section 8 and Section 9,
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references to the Executing Transmission Owner transmission provider means only the transmission
function (or its successor or assignee) of the Executing Transmisson Owner in its capacity asthe
provider of transmission services (prior to the Service Commencement Date of RTO West) to any
transmisson customer, including the Merchant Function of the Executing Transmisson Owner.
References in Sections 8 and 9 to the Executing Transmisson Owner customer means the
transmission customer, including third parties and the Executing Transmission Owner’s Merchant
Function, that is entitled to receive transmisson service from an Executing Transmission Owner
transmission provider under any Pre-Exising Trangmisson Agreements And Obligations.

8.1 RightsGranted for Pre-Existing Transmission Agreements And Obligations.
RTO West hereby grants the Executing Transmisson Owner’ s transmisson provider transmisson
use rights (1) to serve its obligations under any Pre-Exigting Tranamisson Agreements And
Obligations with rights of comparable vaue, taking into account feasible digpatch and festures such
as flexible scheduling rights to multiple points of ddivery, (2) to use the Transmisson Facilities as
needed to serve its Load Service Obligations not covered by Pre-Exiding Transmisson Agreements
and which the Executing Transmisson Owner or the load which it is obligated to serve eects to
convert to RTO West Transmission Services other than NonConverted Transmission Service, and
(3) to use the Transmission Fecilities as needed to serve obligations under any ancillary services
contract, bundled power sde, exchange, coordination or other obligations not covered by a Pre-
Exiding Tranamisson Agreement.

8.2  Initial Transmission Use Rights. Under theinitid pricing and congestion
management methods to be established by RTO Weg, initid trangmisson use rights will indude
Catalogued Transmisson Rights, Reservation Rights and Financia Transmisson Options as st
forth in Sections 8.3 and 9.
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8.3 Changesto Transmission Use Rights. If RTO West implements changes to the
pricing or congestion management methods pursuant to this Agreement, RTO West shdl grant the
Executing Transmisson Owner rights sufficient to cover any obligations it has under Pre-Exiding
Transmission Agreements And Obligations as atransmisson provider and of comparable vaue to
its then-existing Catalogued Transmission Rights, Reservation Rights and Financid Transmisson
Options.

84  Catalogued Transmission Rights. To satisfy obligations the Executing
Transmisson Owner has under Pre- Exigting Transmisson Agreements and Obligations, including
any extensons exercised pursuant to the terms of Pre- Exigting Transmission Agreements, RTO
West, shdl grant Cataogued Transmisson Rights to the Executing Transmisson Owner’s
tranamission provider sufficient to meet such obligations, or to the Executing Trangmisson
Owner’s customer if the customer so arranges with the Executing Transmisson Owner and RTO
West.

84.1 Termand Leve of Catalogued Transmission Rightsfor L oad Growth.
As part of the catdoguing process, the Executing Transmission Owner shal submit and update a
forecast of its anticipated load growth for the Company Rate Period, which RTO West shall accept
if such forecast isreasonable. RTO West shall not encumber (through the issuance of long-term
Financiad Transmisson Options) transmission capacity reasonably anticipated for such load growth.
RTO West shdl dlocate annudly, without incremental congestion charges, Catalogued
Transmission Rights as needed to meet the updated forecast of reasonable growth projections for
the following year over (1) any unencumbered transmission capability of the Executing
Transmisson Owner’s Transmisson Facilities plus (2) any unencumbered transmission cgpability
of the Transmission Facilities of each of the other Participating Transmisson Owners, but only to
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the extent that Pre- Exigting Transmisson Agreements with each such gpplicable Participating
Transmisson Owner provided for service to meet such load growth. The annually-allocated
Catdogued Transmission Rights for load growth may be converted and suspended as provided in
Section 9. The treatment of load growth after the Company Rate Period shdl be as st forth in the
RTO West Tariff. Any Company Load decting to take RTO West Transmisson Services other
than NorConverted Transmission Service for load growth shdl not receive any annua alocation
of Catalogued Rights for load growth.
8.4.2 Equal Treatment of Schedules. Unless otherwise provided for in any

Catdogued Tranamission Rights, any curtallments of schedules shdl be made on a non-preferentia
basis.

85  Executing Transmission Owner’s Provision of Congestion Management Assets.
The ETO Transmisson Provider shdl make sufficient Congestion Management Assets available to
RTO West in exchange for (1) RTO West's provision of services for Non-Converted Transmission
Agreements cong stent with the Catdogued Transmission Rights set forth in Exhibit F, and (2) RTO
West' s provison of services for converted Transmission Agreements congstent with the converted
rights set forth in Exhibit I. If it should be later determined that the catalogue st forth in Exhibit H
does not satisfy atransmission customer’ s rights, the Catalogued Transmission Rights shdl be
modified to identify such rights and, if the Congestion Management Assets are inaufficient for RTO
West to provide the required Transmission Services, RTO West and the Executing Transmission
Owner transmission provider shal modify Exhibit F to provide RTO West with sufficient
Congestion Management Assets to provide such Transmisson Services.

8.6  Voluntary Converson and Suspension of Catalogued Transmission Rights. The
Executing Transmission Owner’s customer shdl not be required to convert or surrender any Pre-
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Exiging Transmisson Agreements And Obligations. RTO West shdl provide Transmission
Savicesto fulfill the Executing Transmisson Owner transmission provider's Pre-Exiging
Transmisson Agreements And Obligations, whether or not Pre-Exiging Transmisson Agreements

And Obligations are suspended and converted as set forth in Section 9.

0. Transmission Service Options for Pre-Existing Transmission Agreements And

Obligations.

9.1 Right to Convert and Suspend Pre-Existing Transmission Agreements And
Obligations. The Executing Transmisson Owner transmission provider and RTO West agree to
suspend and convert any Pre-Existing Transmission Agreements And Obligationsto RTO West
tariff service that an Executing Transmission Customer requests be suspended and converted.
Converted contracts are identified in Exhibit 1. Converted contracts are those for which the
transmission customer agrees to accept RTO West service (other than Non-Converted Transmission
Service) for aperiod of sugpension pursuant to an Agreement to Suspend as set forth in Section 9.3,
in lieu of some or al Pre-Exiging Transmisson Agreements And Obligations.

9.2 Non-Converted Transmission Service. To the extent any Pre-Exiding
Transmission Agreements And Obligations are not suspended and not converted, those contracts
and obligations shdl be Non-Converted Transmission Agreements and RTO West shdl provide the
Executing Transmisson Owner Nor Converted Transmisson Service to satisfy its obligations
thereunder as further described in Section 9.4. For Non-Converted Transmisson Agreements, the
cata ogue does not affect or limit the pre-exigting contract rights of the Executing Transmission

Owner transmission provider’s customer.
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9.3  Agreement to Suspend Pre-Existing Transmission Agreements And
Obligations.

9.3.1 Good Faith Offer to Suspend and Convert. Prior to the Transmisson
Service Commencement Date, and, upon request by any of the Executing Transmission Owner
customers at any time after the Transmission Service Commencement Date, the Executing
Transmisson Owner transmission provider shal make a good faith offer to each customer holding
Pre-Exigting Transmission Agreements And Obligations to convert such agreement(s) or
obligations, through suspension or termination of pre-exigting rights, in return for (1) receipt by the
customer of Higtoric Reservation Rights and Financid Transmission Options from RTO Wes; (2)
payment by the customer of the Executing Transmission Owner’s Company Rate and Transfer
Charges, or such other rates and charges applicable after the Company Rate Period, on terms and
conditions comparable to offers made to the Executing Transmisson Owner’s Merchant Function;
and (3) execution of an Agreement to Suspend such contracts or obligations. [For Bonneville
Power Administration’s Transmission Operating Agreement only: To the extent the
Executing Transmission Owner or itsmerchant arethe ETO Contract Customer receiving
transmission services under General Transfer Agreements, they shall not voluntarily suspend
such contracts without agreement of the BPA customer whose load is served by such General
Transfer Agreement.]

9.3.2 Effect of Suspension. If an Executing Transmisson Owner’s customer
elects to convert Pre- Existing Transmisson Agreements and Obligations, then the customer, the
Executing Trangmission Owner and RTO West shdl aso enter into an Agreement to Suspend
Provisons of Pre-Exiging Transmission Agreement(s) And Obligations, as set forth in Exhibit K
hereto, on and after the Transmission Service Commencement Date or the effective date of the
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Agreement to Suspend, whichever islater. RTO West shdl replace the Executing Transmisson
Owner asthe provider of the Transmisson Services specified in those suspended Pre-Exiging
Transmisson Agreements And Obligations set out in Exhibit C. Upon suspengion or termination of
some or al Pre-Exiging Transmisson Agreements And Obligetions, Transmisson Service
provided to the customer by RTO West pursuant to the Agreement to Catdogue shdl satisfy dl of
the Executing Transmission Owner transmission provider’s obligations to the customer under the
Pre-Exigting Tranamisson Agreements And Obligations; provided, however, (1) that the Executing
Transmisson Owner transmission provider has supplied RTO West with the Congestion
Management Assets required by Attachment _, and (2) that upon suspension or termination by an
Executing Transmisson Owner’ s customer, any scheduling rights contained in the suspended Pre-
Exiging Transmisson Agreements And Obligations shdl be replaced by RTO West scheduling
practices.

9.3.3 Manner of Suspension. Suspension of the Executing Transmisson Owner’s
Pre-Exiging Transmission Agreements And Obligations shdl be implemented in a manner
congstent with the suspension arrangements negotiated with other Initid Participating
Transmission Owners. Any disagreements as to the appropriate provisions to be suspended shdl be
resolved pursuant to the Dispute Resolution provisions of Section 20.

9.4  Non-Converted Transmisson Agreements.

9.4.1 Identification of Non-Converted Transmission Agreements. Exhibit Cto
this Agreement dso ligts dl of the Executing Transmisson Owner transmisson provider’'s Pre-
Exigting Agreements And Obligations to which RTO West is providing Non-Converted
Transmisson Service (NonConverted Transmisson Agreements). The Executing Trangmisson
Owner transmission provider shdl notify RTO West if any additiond Pre-Exiging Trangmisson
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Agreements And Obligations are suspended or terminated and shall amend Exhibit C a such time
to reclassify any such agreements as a suspended or terminated agreement.

9.4.2 Transmission Serviceto Non-Converted Transmission Agreements. In
providing NonConverted Transmission Service to an Executing Transmisson Owner transmission
provider, RTO West shdl preserve the balance of burdens and benefits for the parties and shall not
ater the Executing Transmisson Owner’s cusomers Pre- Exigting Tranamisson Agreements And
Obligations. Unless the customer makes other arrangements with RTO West and the Executing
Transmisson Owner trangmission provider, or the provider’ s gpplicable scheduling provisons
provide otherwise, the Executing Transmission Owner’ s transmission provider or its Scheduling
Coordinator will submit schedules for the customer taking Non Converted Contract Transmission
Service.

9.4.3 Incentivesto Make Available Transmission Capacity Available Before
Pre-Schedule. RTO West shdl provide incentives for Executing Transmisson Owner customers
to schedule or to have Non-Converted Transmission Service scheduled prior to the day-ahead pre-
schedule in order to permit the RTO to make full use of existing transmission capacity available
earlier than would otherwise befeasible. The Executing Transmisson Owner transmission
provider shall cooperate with the RTO to facilitate making such capacity available and to that end
shall waive any contract provison or other objection that would impede or prevent an Executing
Transmisson Owner’s customer from participating voluntarily in any such incentive program.

9.4.4 Effect of Accepting Incentive for Early Scheduling. If an Executing
Transmisson Owner’s customer taking Non-Converted Transmission Service voluntarily accepts
incentives to schedule early through an RTO West program established pursuant to Section 9.4.3,
the customer may make or have made for the customer schedule changes permitted by its Pre-
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Exigting Agreements And Obligations; provided, however, that the customer accepts responsibility
for any applicable transmisson charges, including, without limitation, any congestion or imbaance
energy charges, incurred as aresult of the schedule change.

9.4.5 Effect of Regecting Incentivefor Early Scheduling. If an Executing
Transmisson Owner customer taking Non-Converted Contract Transmission Service does not
voluntarily accept incentives to schedule early through an RTO West program established pursuant
to Section 9.4.3, RTO West may, in its discretion, anticipate the customer’ s expected use of its Pre-
Exigting Tranamission Agreements And Obligations and sl any anticipated expected
unencumbered capacity, provided that a decison by RTO West to sell any such anticipated
expected capacity shall not affect the exercise of the customer’ s rights under its Pre- Exising

Trangmission Agreements And Obligations or subject the customer to any additiona charges.

10. Ancillary Services.

10.1 Provision of Ancillary Servicesby RTO West. RTO West shadl determine the
minimum required amounts of each Ancillary Services and, if necessary, the locations a which
these services must be provided. RTO West shadl provide Ancillary Services as the provider of last
resort, on a prescheduled day-ahead or hour-ahead basis only, which are required by FERC to be
elther offered or provided by RTO West in connection with the provison of Transmisson Services.
RTO West shdl make good faith efforts to encourage the development of Ancillary Services
markets. To the extent necessary, RTO West may arrange to acquire a portfolio of Interconnected
Operations Service necessary to provide Ancillary Services, for any period up to one (1) year from
the date such arrangements are made, in a manner expected to minimize the cost and risk associated
with fulfilling its obligations as the provider of lagt resort. RTO West shall be the sole provider of
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Scheduling, System Control and Dispatch Services as st forth in the RTO West Tariff. RTO Wes,
through contracts with the Executing Transmisson Owner or with third-party providers, may
provide Black Start Service and Voltage Support Service on other than a prescheduled day-ahead or
hour-ahead basis. In carrying out its obligation to acquire Interconnected Operations Services, as
well as other obligations under this Section 10, RTO West shdl act as a reasonable and prudent
provider of Ancillary Services.

10.2 Ancillary Service Tariffs. RTO West shdl develop and administer an RTO West
Taiff for provison of the Ancillary Services and shdl comply with the RTO West Tariff.

10.3 Provision of I nterconnected Oper ations Services by the Executing Transmission
Owner.

10.3.1 Right of the Executing Transmission Owner to Self-Provision, to Self-
Tracking and To Provide Inter connected Operations Servicesto Third Parties. The Executing
Transmission Owner reserves the right, after the Transmission Service Commencement Date, to
Sdf-Provison, to Sdf-Tracking and to provide to third parties through bilateral agreements any
Interconnected Operations Service that the Executing Transmission Owner is permitted by FERC to
provide. Sdf-Provison and Sdf- Tracking arrangements shal meet gpplicable RTO West riability
criteriaand RTO West Tariff requirements. The Executing Transmisson Owner shal provide any
information concerning such arrangements that RTO West determines necessary to demondirate
such compliance.
10.3.2 Executing Transmisson Owner Obligation To Provide Transtional

I nter connected Oper ations Services. If RTO West determines during the first twelve (12) months
after the Transmisson Service Commencement Date that there will be no viable short-term or long-
term market for one or more Interconnected Operations Services, and after giving reasonable notice
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to the Executing Transmission Owner of this determination, RTO West shdl have the right to
require the Executing Transmission Owner to provide such Interconnected Operations Servicesto
RTO West. The Executing Transmisson Owner’s obligation shal continue for no longer than three
(3) months, and shall be thereafter terminated, unless RTO West, on the basis of subsequent
quarterly market determinations, requires the Executing Transmisson Owner to continue providing
such Interconnected Operations Services for one (1) or more additional three- (3-) month periods
during the twelve- (12-) month period. The right of RTO West to obtain such Interconnected
Operations Services shall be limited to those Interconnected Operations Services needed by RTO
West to supply the type and amount of Ancillary Services provided by the Executing Transmisson
Owner or by any predecessor or successor Electric Utility owners of the Transmisson Facilities
under the Executing Transmisson Owner’s Open Access Tranamisson Tariff over thetwelve (12)
months prior to the Transmission Service Commencement Date less any Interconnected Operations
Services the Executing Transmisson Owner provides within the RTO West Control Areathrough
Section 10.3.1 above. Should RTO West exercise thisright, RTO West and the Executing
Transmission Owner will enter into good faith negotiations to trandate the higtoric Ancillary
Services provided by the Executing Transmisson Owner into the equivaent Interconnected
Operations Services defined by RTO West and to determine the amount to be paid by RTO West to
the Executing Transmission Owner for those Interconnected Operations Services. The outcome of
these negotiations will form the basis for a contract or series of contracts as described in Section
10.1. RTO Wedt's determination that no viable market for Interconnected Operations Services
exigts shdl be subject to dispute resolution under this Agreement; provided, however, that the
Executing Transmission Owner shal comply with RTO West' s request for such services through
the date of any arbitration award.
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10.3.3 Ensuring RTO West Responsibility To Provide Ancillary Services. If
any Eligible Customer seeks to compe the Executing Transmisson Owner to provide any Ancillary
Service, and the Executing Transmisson Owner objects to providing such Ancillary Service, RTO
West shal cooperate with the Executing Transmission Owner’s efforts to ensure that RTO Wes,
rather than the Executing Transmisson Owner, will provide such Ancillary Service. If the
Executing Transmission Owner is ordered by FERC or by a court of competent jurisdiction to
provide such Ancillary Service, RTO Weg, pursuant to the RTO West Tariff, shal provide to the
Executing Transmisson Owner Ancillary Services as needed for the Executing Transmisson
Owner to comply with al such gpplicable orders.

104 RTO West’s Facilitation of External Interconnected Oper ations Services
Market. RTO West shdl facilitate the establishment of an externd market for Interconnected
Operations Services. To assist the development of such an external market, RTO West shall
specify criteriathat such an externa market mechanism must meet and shdl certify those market
mechanisms that meet such criteria. The RTO West criteria shdl include a requirement that such an
external market mechanism provide the cagpability for market participantsto buy, sdl and trade
I nterconnected Operations Services for periods extending at least one month forward. For each
I nterconnected Operations Sarvice, in the event that no externa mechanism for the marketing of
Interconnected Operations Services arises within a reasonable time that meets the RTO West
criteria, RTO West shdl issue arequest for proposals to create such an externd market in such
Interconnected Operations Service.

10.5 Conditionson Operations. RTO West agrees not to require the Executing

Transmission Owner’ s operation or non-operation of generating resources or shedding or
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restoration of load, other than in a Trangmission System Emergency, without the agreement of the

Executing Transmisson Owner.

11. Perfor mance Plans and Standards.

11.1 Coordinated Maintenance for RTO West. RTO West shall coordinate
maintenance planning for the RTO West Transmisson System.
11.2 Maintenance Performance Plans. RTO West and the Executing Transmission
Owner shdl jointly develop an RTO West Controlled Transmission Facilities performance plan that
Specifies reasonable minimum annud reiability and availability requirements gpplicable to the
RTO West Controlled Transmission Facility maintenance activities of the Executing Transmisson
Owner. The maintenance performance plan shal aso take into account:
Good Utility Practice
Potentia synergies among the maintenance activities of the Participating Transmisson
Owners
Life-cycle costs
Competitive maintenance management practices
Appropriate new technologies
Any unique Transmission Facility requirements
Service requirements of wholesale and retail customers served from the RTO West

Controlled Transmisson Fecilities
System optimization srategies

If such maintenance performance plan has not been jointly completed within one (1) year of the
Transmission Service Commencement Date, either RTO West or the Executing Transmission

Owner may invoke the Dispute Resolution process to resolve any disputes as to the minimum

Page 47 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



elements of an appropriate performance plan. Either RTO West or the Executing Trangmission
Owner may aso invoke the Dispute Resolution process to resolve any disputes as to proposed
changes to any performance plan then in effect. The Executing Transmisson Owner shdl
thereafter comply with such performance plan. Executing Transmission Owner agrees to perform
al maintenance on its Transmission Facilities congstent with industry standards to protect service
to its Company Load. RTO West may request the Executing Tranamission Owner to perform
additional maintenance to protect the RTO West Transmisson System

11.3 Maintenance Perfor mance Plan Disputes. If, pursuant to the RTO West Tariff,
any Transmission Customer and RTO West initiate a dispute resolution process related to the
Executing Transmission Owner’s compliance with the performance plan or performance standards
as st forth in Section 11.2, (1) RTO West shdl natify the Executing Transmission Owner before
initiation of such dispute resolution process and shdl arrange for the Executing Transmission
Owner, upon its request, to intervene as a party to al phases of such process; and (2) the Executing
Transmisson Owner, a RTO Wedt's request, shdl intervene asaparty in al phases of such dispute
resolution process.

11.4 Annual Performance Reports. Within four (4) months after the end of each
cdendar year in which a maintenance performance plan, created under Section 11.2, isin effect, the
Executing Transmisson Owner and RTO West shall submit their actuad maintenance performance
data to the other for such calendar year, in aformat and containing such informeation as the other
reasonably specifies, so that (1) RTO West can assess the Executing Transmisson Owner’'s
compliance with the maintenance performance plan in effect for such cdendar year, and (2) the
Executing Trangmisson Owner can assess RTO West' s compliance with its performance standards
in effect for such caendar year.
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12. RTO West Critical Control Facilities. Thefollowing provisons shdl apply to the extent

that the Executing Transmission Owner owns or has the contractua right to control facilities that
meet the definition of RTO West Critical Control Facilities:

12.1 Designation of RTO West Critical Control Facilities. Exhibit E sets forth the
initidly designated RTO West Critica Control Facilities. Upon the request of either Party, the
Parties shdl amend Exhibit E to supplement or redesignate the RTO West Critical Control
Fadlities. If ether Party disputes whether facilities should be added to or removed from Exhibit E
as RTO Wes Critical Control Facilities, such disoute shdl be subject to Dispute Resolution.

12.2  Control and Operation of RTO West Critical Control Facilities. Tothe
extent condstent with congtitutiona and statutory provisions gpplicable to the Executing
Transmisson Owner and consstent with gpplicable third-party contract rights, the Executing
Transmisson Owner shdl make al reasonable efforts to permit al RTO West Critical Control
Facilities otherwise subject to the Executing Transmission Owner's control to be operated in such
manner as RTO West may reasonably request, which may include RTO West's provison, & its
expensg, of direct automatic or manua control of such RTO West Critical Control Fecilities. If the
Executing Transmission Owner disputes that direct control requested by RTO West is necessary in
order to maintain RTO Wegt Transmisson System Totd Transmisson Capability and reiability,

such dispute shdl be subject to Dispute Resolution.

13. RTO West Compliance and Coordination Standards.

13.1 Compliance by RTO West with Regulatory Requirements. RTO West shdl at dl
times comply with (1) Good Utility Practice; (2) dl applicable standards of NERC and WSCC, or
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their successors, rdated to planning and operations; (3) al applicable requirements of regulatory
agencies with authority over such planning and operations; (4) with respect to operation of the RTO
West Controlled Transmission Facilities, the operating reliability criteria, dispatch sanding orders
and operating bulletins and other smilar documents and criteria of the Executing Trangmisson
Owner as provided to RTO West unless and until modified by RTO West, provided that any such
modifications comply with applicable NERC and WSCC standards, and (5) al applicable
environmenta |laws and regulations applicable to facilities under its control or operetion. If any
new law applicable to the Executing Transmission Owner’s operation of its Transmission Facilities
is enacted after the Transmission Service Commencement Date, RTO West shal comply with such
new law. The Executing Transmisson Owner shdl consult with RTO West in developing
provisons implementing such new law. Except as provided in Section 2.3.2, this Section 13.1 is
enforceable only through equitable relief.

13.2 Compliance by the Executing Transmisson Owner with Regulatory
Requirements. In carrying out the requirements of this Agreement, the Executing Transmission
Owner shall not be required to take actions that would violate NERC or WSCC (or thelr
successors' ) standards, standards of any other entity applicable by FERC rule or policy to approved
RTOs, its FERC licenses, other FERC requirements, its NRC licenses or NRC standards, applicable
governmenta laws or regulations, applicable nonpower requirements with which the Executing
Transmission Owner is obligated to comply (including, without limitation, environmenta laws,
regulations, court and adminigrative orders or biologica opinions) or its safety requirements.

13.3 Regional and Interregional Transmission Coordination. RTO West shall become
amember of gppropriate regiona and interregiond tranamission reiability and planning forums,
committees and work groups agpplicable to the geographic areas served by the RTO West
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Transmission System. Subject to Section 21, RTO West shdl submit RTO West Transmission
System data as required by such forums, committees and work groups, including, but not limited to,
power flow, ability, and market monitoring data and studies; FERC 715 filing requirements, data
needed for transmission planning studies; and reports concerning significant RTO West

Transmisson System expansion plans.

14. Upgrades to and Expansion of RTO West Controlled Transmission Facilities.

14.1 Right of Executing Transmisson Owner to Upgrade or Expand ItsRTO West
Controlled Transmission Facilities. The Executing Transmisson Owner may upgrade or expand
the RTO West Controlled Transmission Facilities subject to the provisons of this Section and
Section 15.1.1.

14.2 Right of RTO West to Arrange for Upgradesto or Expansion of Executing
Transmisson Owner’sRTO West Controlled Transmission Facilities. RTO West may arrange
for an upgrade or expangon of the Executing Transmisson Owner’s RTO West Controlled
Transmission Facilitiesif RTO West determines that upgrades or expangons are necessary to (1)
ensure compliance with the Transmisson Adequacy Standards (after providing the Executing
Transmission Owner with prior written notice and reasonable opportunity to satisfy such standards);
and (2) address chronic commercia congestion that the RTO West Board of Trusteesin
consultation with the Market Monitoring Unit determines has not been mitigated due to market

falure, provided RTO West shall not act as the project manager and the Executing Transmission

Owner shal be entitled to submit abid to congtruct the upgrade or expanson. RTO West shdl be

authorized to assgn the codts of upgrades or expansions it has arranged through Transmission

Facility Cogt Sharing Payments..
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14.3 Support of Upgradesto and Expansion of RTO West Controlled Transmission

Facilities.

Transmisson Owner shdl, upon the request of RTO West and congstent with gpplicable law take

the following actions to support upgrades or expansions to the RTO West Controlled Transmission

Facilities that RTO West determines are (i) necessary under Section 14.2 or (ii) third-party projects

that meet the standards of Section 15.1.1;

14.3.1 Interconnection. Permit the ingtdlation of such expansions and upgrades
and the interconnection of such upgrades or expansions with the RTO West Controlled
Transmisson Facilities; provided that, except as provided in rates charged pursuant to an RTO
West Tariff conforming to the provisions of Sections 16 and 17 of this Agreement, the Executing

Transmisson Owner shdl not, by virtue of its duty to interconnect an upgrade or expanson, hereby

be obligated to incur or assume any of the cogts of such ingtdlations or interconnections, and RTO
West shdll take such actions as are necessary to assure the Executing Transmission Owner that it
will not be required to incur or assume any such costs.

14.3.2 Cooperation. To the extent permitted under applicable law, cooperate with
RTO West in connection with the obtaining of necessary sting and other permits and licenses, with
the shared use or expansion of the Executing Transmisson Owner’ srights-of-way as needed for the
upgrade or expansion, with requests for the sde or assgnment of necessary rights-of-way and with
the planning and congtruction of the upgrades or expansions by athird party designated by RTO

West; provided that (i) a aminimum, the Executing Transmisson Owner shdl be alowed to

coordinate with the third-party contractor to ensure the safety and reliability of the Executing

Transmisson Owner’ sfadilities, and (ii); except as provided in rates charged pursuant to an RTO
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West Tariff that conformsto Sections 16 and 17 of this Agreement, the Executing Trangmisson

Owner shdl not, by virtue of its duty to cooperate, hereby-be obligated to incur or assume any of

the costs of such cooperation, and RTO West shdl take such actions as are necessary to assure the
Executing Transmisson Owner that it will not be required to incur or assume any such codts.

14.3.3 Exercise of Eminent Domain Authority. To the extent permitted under
applicable law, take necessary and appropriate steps, which (if and to the extent necessary) would
include (1) exercisng its eminent domain authority, (2) taking appropriate regulatory and judicid
actions to condemn the necessary rights-of-way for such upgrades or expansions, and (3) if
necessary to support such exercise of eminent domain authority, acquiring lega ownership of such
upgrades or expansons, provided that the Executing Transmission Owner (i) subject to applicable
governmenta gting requirements, may condder facility locations thet it finds less disruptive to the
public than the location or locations that RTO West may have sdlected and that will meet the
sarvice requirements of RTO West and its transmission customers and (i), except as provided in
rates charged pursuant to an RTO West Tariff conforming to Sections 16 and 17 of this Agreement,

shdl not, by virtue of its duty to exercise eminent domain authority, hereby-be obligated to incur or

assume any of the cost of such exercise of eminent domain authority, of such regulatory or judicid
actions or of such lega ownership, and RTO West shall take such actions as are necessary to assure
the Executing Transmisson Owner that it will not be required to incur or assume any such costs. I
the Executing Transmission Owner is an entity that may not under gpplicable law be required by
RTO West to take the actions specified herein, RTO West reserves dl other remedies, including,

but not limited to, [the filing of a request for congtruction of transmission facilities pursuant to

sections 210 and 211 of the Federal Power Act or successor statutes.] [filing with FERC arequest

for an order requiring the Executing Transmission Owner to comply?)]

Page 53 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



144 RTO West’'sRemedy. If the Executing Transmisson Owner fails promptly and
completely to comply with the requirements of Section 14.23, RTO West reserves theright to

exercise dl remedies avalable to it, including, but not limited to, {1)-filing with FERC arequest;

_for an order requiring

the Executing Transmisson Owner to comply.;-er{2)}-arrangig-for-the bpgrade- or-expanson

145 Revenue Recovery for Expansion of RTO West Controlled Transmission

Facilities. If the Executing Transmission Owner is requested by RTO West or is ordered by FERC
to congtruct, purchase or otherwise acquire additiona transmission facilities, or otherwise to include
any other such facilities as RTO West Controlled Transmission Facilities hereunder, RTO West will
support the inclusion by the Executing Transmission Owner of the reasonable cost of such
transmission facilities in the Executing Transmisson Owner’sraies. Nothing in this Section 14.5
shdl redrict the right of the Executing Transmisson Owner to request and to receive revenue
recovery with respect to any other additiond transmission facilities, pursuant to gpplicable orders
authorizing such revenue recovery.

14.6  Executing Transmisson Owner’s Rightsin Connection with Upgrades or

Expansions of RTO West Controlled Transmission Facilities. The Executing Transmisson

Owner [shal have the right] [may retain the obligation] to maintain any facilities constructed or
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added as part of an upgrade or expansion project to which it takes legal ownership. Unless

otherwise arranged between RTO West, the Executing Transmission Owners and the third-party

sponsor, the third-party sponsor shall provide adequate assurances of the following to the Executing

Transmisson Owners prior to the commencement and upgrade or expansion of RTO West
Controlled Transmission Fecilitiesby RTO West: (1) that the third-party sponsor shall assume sole
repongibility for the congtruction and, if applicable, maintenance of the upgrade or expansion; (2)
that the third-party sponsor shdl indemnify the Executing Transmisson Owner and RTO West
agang any damsor ligbilities arisgng out of the congtruction or, if gpplicable, maintenance of the
upgrade or expangon; (3) if the Executing Transmission Owner is required to exercise its eminent
domain authority pursuant to Section 14.3.3, that the third-party sponsor shall accept cost
respongbility, provide commercialy adequate security for such cogts, and indemnify the Executing
Transmisson Owner againg any daims arisng from any acquistion by the Executing

Transmisson Owner of legd ownership of any upgrade or expanson facilities. In the event that the
Executing Transmisson Owner participates in an upgrade or expansion pursuant to Section 14.6.1,
RTO Wes shdl not arrange for and proceed with the upgrade or expansion with a third- party
sponsor in the absence of an agreement between such third-party sponsor and the Executing
Transmission Owner with respect to the terms and conditions of each upgrade or expansion,
congtruction and maintenance respongbilities, ownership rights, and the alocation of costs and
benefits resulting from the upgrade or expansion including an dlocation of transmission rights
assigned to the upgrade or expansion by RTO West pursuant to Section 14.6.1.27, and aresolution
of cogt respongbility if the Executing Transmission Owner is required to exercise its eminent

domain authority pursuant to Section 14.3.3.
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14.6.1 Executing Transmisson Owner’sRightsto Participatein Certain
Upgradesor Expansionsof RTO West Controlled Transmission Facilities. The Executing

Transmission Owner has the right to participate in an upgrade or expanson proposed to RTO West

by athird party that creates added capability on its RTO West Controlled Transmission Facilities

with respect to (1) any upgrades or expanson in which (i) the upgrade or expanson has been fully

engineered and (ii) the project sponsor has applied for al relevant siting and other required permits

within two (2) years after the Transmission Sarvice Commencement Date; and (2) any upgrades or

expanson that the Executing Transmisson Owner has included on its Pending Project Lis. Fhe

Facilities—The Executing Transmission Owner shal have the right to receive a portion of the
transmission rights resulting from such upgrade or expangion in exchange for an gppropriate cost-

sharing respongibility in accordance with the following provisons.

14.6.1.12 Election by Executing Transmisson Owner to Participate.
If the Executing Transmisson Owner eectsto exerciseits right to participate in a proposed upgrade
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or expansion under this-Section 14.6.1, it shdl notify RTO West of that dection within thirty (30)
days of receipt of notice from RTO West of the proposed upgrade or expansion. If the Executing
Transmisson Owner and such third-party sponsor have not reached a mutually acceptable
agreement with respect to the Executing Transmisson Owner’ s participation within sixty (60) days
of the Executing Transmisson Owner’ s eection, RTO West shdl have the right to require the
Executing Transmission Owner to participate in Dispute Resolution with the third- party sponsor to
resolve any disputes concerning appropriate terms and conditions governing Executing
Transmisson Owner’ s participation in such upgrade or expanson.

14.6.1.27 Allocation of Transmisson Use Rightsto an Upgrade or
Expansion. RTO West shdl have theright to determine (1) the leve of transmission use rights
attributable to an upgrade or expansion taking into account (i) the capacity and other vaue crested
on the RTO West Transmission System by the upgrade or expansion and (i) whether the upgrade or
expangon increases both Operationd Transmisson Capabiility and Total Transmission Capability
(or just Operationa Transmission Capability); and (2) the dlocation of the transmission use rights

in any expanded capacity as between the Executing Transmisson Owners and third- party

sponsor(s) if the Executing Transmission Owner is participating under Section 14.6.1 taking into

account (i) the cost contribution of exigting facilities, (i) the needs of the Executing Transmission
Owner to meet its Pre-Existing Transmisson Agreements And Obligations, and (jii) the cost of the

upgrade or expansion. To implement determinations made pursuant to this Section 14.6.1, RTO

West may require Transmission Fecility Cost Sharing Payments by the Executing Transmisson
Owner’s Company Loads. RTO Wedt’s determinations regarding, the level and dlocation of

transmission use rights to an upgrade or expansion, and any Transmission Facility Cost Sharing
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Payment alocated to the Executing Transmisson Owner, shdl be made consgent with the RTO

Wes Tariff and are subject to Dispute Resolution._[ T his section still under discussion.]

[Agreements applicable to facilities of Puget Sound Energy and Portland General
Electric only:]

[14.8 Upgradesto Certain Distribution Facilities. RTO West will include Certain
Distribution Facilitiesin its planning processes and will determine Total Transmission
Capability based in part on such facilities. Should RTO West determinethat upgradesto
such facilities are necessary to support or improve Total Transmission Capability or for
regional reliability, the owner of such facilitieswill undertake such upgrades, subject to prior
resolution of the cost allocation for the upgrades or reimbursement by RTO West. Any such
costs shall be allocated to those partiesthat benefit from the improvement of Total
Transmission Capability and regional rdiability, taking into account the reliability
improvementsto systemsthat benefit, the impact on the value of other Transmission Rights
and those who wish to buy newly created transmission rightsor financial options. The
Executing Transmisson Owner shall provide facility ratingsfor Certain Distribution
Facilitiesto RTO West and shall ensure RTO West has data necessary to determine

Operational Transmission Capability.]

15.  Planning.

151 RTO West’s Planning Responsbility. RTO West shdl have ultimate authority for
long-range planning for the RTO West Controlled Transmission Facilities and the adequacy of the
RTO West Controlled Transmission Fecilities. RTO West shdl develop a planning process that
provides for meaningful input from the Participating Transmisson Owners. RTO West shdll,
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through its planning process, encourage and facilitate market solutions to identified transmission
expangon needs within RTO West and the Western Interconnection.

15.1.1 RTO West’s Deter minations Related to Additions, M odifications, and

Expansions. RTO West shdl have the right to review al proposals for additions, modifications or
expansionsto RTO West Controlled Transmisson Fecilities (including those RTO West has
arranged for pursuant to Section 16) and shdl only dlow their interconnection if RTO West
determines that (i) project sponsors have appropriately mitigated negative impacts to system
transfer capability or rdiability, provided project ponsors shdl not be required to mitigate negative
commercia impacts, (ii) project sponsors offered interested parties an opportunity to participatein
its planning process and alow such parties an opportunity to modify the proposed project in a
manner that would increase its transfer capability or rdiagbility benefits subject to the interested
parties assuming respongbility for the increased codts resulting from the modification, and (jii) the
proposed additions or modifications satisfy applicable interconnection and integration requirements
st out in Section 5. Additiondly, if an Executing Transmission Owner is proposing additions,
modifications or expansons to RTO West Controlled Transmission Fecilities to meet Transmisson
Adequacy Standards, RTO West must gpprove such proposa upon (i) confirming the Executing
Transmission Owner’ s demongtration thet its proposa satisfies the Transmisson Adequacy
Standards, (i) finding that the proposal was developed in aleast-cost planning proposd or, in the
dternaive, upon the request of the Executing Transmission Owner, evauating the proposd in an
RTO West' s least-cost planning process; provided RTO West gpprova of such proposa shal not
be unreasonably delayed or withheld.

15.2 Planning by the Executing Transmission Owner. [THISISLANGUAGE

FROM DECEMBER 2000 TOA. It may be possible to address these concepts e sewherein
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Section 15.] With respect to facilities owned or controlled by the Executing Transmission Owner,

the Executing Transmisson Owner shadl have primary responshility for planning its transmisson

fadilities and for making additions, modifications and expansons to its transmisson facilitiesif (1)

FERC determines that such Executing Transmisson Owner is independent from control of market

participants as defined by FERC or (2) the Executing Transmisson Owner is entitled to exercise

such authority. RTO West shdl retain ultimate planning responsgbility and find decison-making

authority with respect to RTO West Controlled Transmission Facilities;, provided that if the

additions, modifications and expansons to such facilities do not impair riability or Totd

Transmission Capability of the RTO West Controlled Transmission System, the requested approval

of RTO Wes shdl not be unreasonably delayed or withheld.

15.2 [ALTERNATIVE] Planning by the Executing Transmission Owner. Subject to

the requirements of Section 15.1.1, the Executing Transmisson Owner shdl have primary
regoongbility for planning its non-RTO West Controlled Transmission Facilities and for making
additions, modifications and expansions to such transmission facilities. Further, the Executing
Transmission Owner may develop plansto ensure that its RTO West Controlled Transmission
Facilities satisfy Tranamisson Adequacy Standards, which plans shal be subject to the gpprova of
RTO West. Nothing in this Agreement shall prevent the Executing Transmisson Owner from
planning and congtructing facilities to mitigate congestion; provided that the interconnection of

such facilities shal be governed by Section 15.1.1.

16. Executing Transmission Owner’s Rates. [Note: During the Company Rate Period,

Section 15 would not be applicable to any Participating Transmisson Owner whose
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transmission rates arenot subject to the jurisdiction of FERC or of a Canadian Regulatory
Authority.]

16.1 Executing Transmission Owner’s Rate Schedules. The Executing Transmisson
Owner retainsitsrightsto file rate schedules for use of the Transmisson Fecilities as provided
hereunder, asfollows:

16.1.1 Company Rate Period Rate Schedules. During the Company Rate Period,
the Executing Transmisson Owner shdl establish Company Costs and Company Billing
Determinants to be gpplied to its Company L oads, except as otherwise provided in Section 17.
RTO West, acting as hilling agent for the Executing Transmission Owner, shal apply Company
Costs and other costs as set forth in Sections __, to derive Company Rates paid by the Executing
Transmission Owner’s Company Loads for the Company Rate Period as set out in Sections 16 and
17 and Exhibit G to this Agreement.

16.1.2 Post-Company Rate Period Rate Schedules. After concluson of the
Company Rate Period, the Executing Transmission Owner shal continue to establish, in accordance
with gpplicable law and as provided herein, its tariffs or rate schedules for chargesto or by RTO
Wedt, pursuant to the RTO West Tariff.

16.2 Initial and Revised Rates. [For public utilities as defined by the
Federal Power Act: Theinitial and revised rates, charges and fees (including, during the
Company Rate Period, Company Costs and Company Billing Deter minants) of the Executing
Transmission Owner, shall be as set forth in rate schedules as accepted for filing by FERC.
Nothing contained in this Agreement shall be construed as affecting in any way theright of
the Executing Transmission Owner to unilaterally make application to FERC for a changein
itsrates, charges and fees (including, during the Company Rate Period, its Company Costs or
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Company Billing Determinants) for the services provided hereunder under section 205 of the
Federal Power Act or any successor statute and pursuant to FERC’srules and regulations
promulgated thereunder; provided, however, that the Executing Transmission Owner shall
not make such unilateral filingsto the extent prohibited by law.]

[For the Bonneville Power Administration: Theinitial and revised rates,
charges and fees (including, during the Company Rate Period, Company Costs and Company
Billing Deter minants) of the Executing Transmission Owner, shall be (1) as established by the
Executing Transmission Owner in arate proceeding as specified in section 7(i) of the Pacific
Northwest Electric Power Planning and Conservation Act and asther eafter confirmed and/or
approved by FERC on an interim or final basisor (2) as established and, if necessary,
approved in accordance with applicable law if the rate-setting or other cost-recovery
authority or procedures applicable to the Executing Transmission Owner are subsequently
revised by statute. Nothing contained in this Agreement shall be construed as limiting or
otherwise affecting in any way (1) the Executing Transmisson Owner’sright to changeits
rates, charges and fees (including, during the Company Rate Period, its Company Costs or
Company Billing Deter minants) pursuant to applicable law; provided, however, that the
Executing Transmission Owner shall not make such unilateral filingsto the extent prohibited
by law; or (2) any duty or authority of the Executing Transmisson Owner under any new
legidlation enacted after the date of this Agreement to recover costs, whether by way of rate,
tax, rent, lease, payment, assessment, user charge or any other fee|]

16.3 Incentive Rate Making. With respect to facilities owned or otherwise controlled by
Executing Transmission Owners, such Executing Transmisson Owners may make incentive rate
filings or proposas to the extent permitted herein, or as otherwise authorized by law.
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16.3.1 Incentive Proposalsto FERC. Executing Trangmisson Owner shdl retain
the right to unilaterdly file a FERC for modification of its rates and rate recovery mechanisms,
including performance-based rates and other incentive-oriented rate recovery mechanisms, if FERC
determines that such Executing Transmission Owner is independent from control of market
participants or otherwise is entitled by law to obtain such recovery. Such rate filings must be
designed s0 as to ensure that they will not lead to unjust, unreasonable or otherwise unduly
discriminatory results for other participantsin RTO West. The Executing Transmisson Owner
shdl consult with RTO West whenever possible prior to making afiling under this provison. RTO
West will conform its tariffs and practices as necessary to ensure collection of rate recovery
mechanisms accepted by FERC for the Executing Transmisson Owner.

16.4 Recovery of Stranded Costs. Nothing included in or omitted from this Agreement
isintended to creste, modify or extinguish any right or obligation, if any and whether now or
hereafter existing, of either Party regarding recovery by the Executing Transmission Owner through
transmission charges or other means of the Executing Transmisson Owner’s Stranded Costs, and
such rights or obligetions, if any, shal be asif this Agreement had not been executed. The
Executing Transmisson Owner expresdy reserves theright to file rate schedules with FERC or
with any other entity with gpplicable jurisdiction for the recovery of Stranded Costs and to collect
Stranded Costs under such rate schedules, as accepted for filing or gpproved by the entity with
jurisdiction, with respect to wholesde or retail loads with access to the Executing Transmission
Owner’s Transmission Facilities. Any such load shall be deemed, for purposes of this Section 16.4,
to access such Transmission Facilities if and to the extent that, (1) either as of the date of this
Agreement or a any time theresfter, the point(s) of interconnection of such load with the RTO
West Transmission System are or were with such Tranamission Facilities or (2) such load isnot, as
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of the date of this Agreement or a any time theresfter, directly connected to the Transmisson
Facilities but, in the absence of RTO West, would have had insufficient transmission
interconnections with transmisson providers other than with the Executing Transmisson Owner to
receive the power being wheded to such load. Demonstration of sufficient transmission
interconnections with other transmission providers requires (a) a reasonable showing that the
dternative path(s) would have sufficient available transmisson cagpacity to provide the wheding,
based on the capability of those paths and uses of those paths before RTO West formation, and (b)
the cost of whedling over the dternative path(s) would have been economica when compared to the
tota cost of wheding over the Executing Transmisson Owner’s Transmisson Facilities, including
the payment of Stranded Costs. The RTO West Tariff shall contain an automatic adjustment clause
or other provision that provides for the recovery of such Stranded Costs as a surcharge for
Transmission Service to such loads.

16.5 Annual Reporting Requirements. By June 1 of each year, the Executing
Transmisson Owner shdl make areport to RTO West of its costs in the most recent calendar year
for those items that are the basis of the ratesto RTO West in the Executing Transmission Owner’s
applicable rate schedule. The report will be supplied using information equivaent to the
information provided by FERC jurisdictiona utilitiesin FERC Form No. 1. Such annud report
shdl include, but shall not necessarily be limited to, (1) Transmission Facility rate base (plant
balances for Transmission Facilities, depreciation, alocated genera plant, etc.), (2) Transmisson
Facility expenses (depreciation, Transmission Facility operation and maintenance, alocated
portions of adminigtrative and generd, etc.), and (3) alist of Transmission Facilities congtructed or
retired during the reporting period. This annud reporting requirement shal be satisfied by an entity
that isapublic utility (as defined in the Federd Power Act) by the provison of any applicable
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nonconfidentia data that such public utility has provided to FERC pursuant to FERC' sreporting

requirements.

17. RTO West’s Rate Schedules. RTO West shdl have theright to file rate schedules for its

Transmisson Services and Ancillary Services, subject to the following provisons: [Note: During
the Company Rate Period, Section 16 and Exhibit G generally would not apply to any
Participating Transmisson Owner whose Transmission Rates are not subject to the
jurisdiction of FERC or of a Canadian Regulatory Authority.]

17.1 Initial and Revised Rates. Theinitid and revised rates charged to the Executing
Transmisson Owner by RTO West shdl be under rate schedules as accepted for filing or gpproved
by FERC, provided that RTO West shdl not add any charges to the Executing Transmission
Owner’ s revenue requirement that would provide RTO West with a profit or return on the
Executing Tranamission Owner’s assets. Nothing contained in this Agreement shall be construed as
afecting in any way the right of RTO West to unilateraly make application to FERC for achange
in the rates for the services provided hereunder under section 205 of the Federd Power Act or any
successor statute and pursuant to FERC' s rules and regul ations promul gated thereunder; provided,
however, that the Executing Transmission Owner shdl not make such unilaterd filings for
incentive rates to the extent prohibited by law. If, for any period after the Company Rate Period,
RTO West implements arate structure other than the Company Rate structure as set forth herein,
RTO West agrees to devel op and implement rates to recover revenues (1) adequate to meet the
Executing Transmisson Owner’s annua revenue requirement as alowed by law, (2) consstent
with recovery of rate mechanisms submitted pursuant to Section 16.3 and approved by FERC, and
(3) that continue to be collected in amanner that satisfies dl obligations of Bonneville for the net
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billing and payment of costs of nuclear-generating projects owned in whole or in part by Energy
Northwest or Eugene Water and Electric Board, whether or not such projects are terminated or
operating, and to continue to ensure that revenues of the Bonneville Power Adminigration from the
use of transmission facilities owned by the Bonneville Power Adminigtration are not subject to
diverson to pay obligations other than those of the Bonneville Power Adminigtration. RTO West
and the Executing Transmission Owner agree to cooperate, before any termination of the Company
Rate structure, in developing such rate structure.

17.2 RTO Wedt’sRates During the Company Rate Period.

17.2.1 RatesCharged by RTO West. Notwithstanding any other provison of this

Agreement, during the Company Rate Period, RTO West's charges for dl Transmission Service
using the RTO West Tranamission System shdl be composed of (1) Company Rate charges (which
for the Executing Transmisson Owner shal be imposed by RTO West as hilling agent for the
Executing Transmission Owner) payable by Company Loads, (2) Transfer Charges dlocated
pursuant to any requirements of the Transmisson Operating Agreement or as a condition of
obtaining Higtoric Reservation Rights and Financid Transmisson Options by atransmisson
customer converting and suspending Pre- Existing Transmisson Agreements And Obligations,
(3) Transmission Reservation Fees charged for acquisition of Unrestricted Reservation Rights; (4) a
Grid Management Charge [not to exceed one half dollar per megawatt hour] compensating RTO
West for its costs of day-to-day operations, including, but not limited to, start-up costs and
adminigrative costs[a cap for the GMC isunder discusson]; (5) compensation to RTO West for
such other cogtsit incurs related to management of congestion on the RTO West Controlled
Transmisson Feacilities, red-power losses and Ancillary Services, to the extent those costs are not
offsat by revenues from any rates, charges and fees for such services, as accepted for filing by
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FERC; (6) other costs of operations; and (7) any dlocation of Stranded Costs, as provided in
Section 16.4.

17.3 Initial Pricing Method. For the Company Rate Period, RTO West shdl assgn its
cods of operation in a manner consistent with its pricing proposa set forth in Attachment _ [to the
Stage 2 Compliance Filing and Request for Declaratory Order Pursuant to Order 2000 filed with
FERC on March 1, 2002], and the rates, charges and fees set forth below shall be derived in the
manner specified in this Agreement. To the extent not otherwise provided in this Agreement, RTO
West shdl assign its costs of operation to Company Loads on a 12 CP bass.

17.3.1 Calculation of Company Rates. The Company Rate component of the RTO
West Tariff shdl be derived in the manner set out in Exhibit G to this Agreement.

17.3.2 Calculation of the Transmission Reservation Fee and Allocation of
Revenues. For the period of the Company Rate Period, the Transmission Reservation Fee
component of the RTO West Tariff shdl be derived in the manner set out in Exhibit | to this
Agreement. Exhibit | shal aso set forth the method for dlocating the revenues from the
Transmission Reservation Fee.

17.3.3 Calculation of the Grid Management Charge. The Grid Management
Charge component of the RTO West Tariff shal be derived in the manner set out in Exhibit Jto this
Agreement.

17.3.4 Optionsfor Company Load Taking Pre-Existing Service Only Under
Order 888 Point-to-Point Service. For any Company Load of the Executing Transmisson Owner
that takes only Point-to-Point Service under the Executing Transmission Owner’s Open Access
Trangmission Taiff immediately prior to the Transmisson Service Commencement Date, the
Company Load will not be subject to the Company Rateif it (1) convertsdl of its Pre-Exiding
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Transmission Agreements and agrees to take Transmission Service other than Non-Converted
Transmisson Service for an amount of Transmisson Use equd to itstota load lessits Historic
Reservation Rights or (2) takes Non-Converted Transmission Service for its Pre-Exiging
Agreements and agrees to take Transmission Service other than Non-Converted Transmisson
Service for an amount of transmission use equd to itstotal load lessits Catalogued Transmission
Rights. A Company Load sdecting option (1) shal pay a Transfer Charge to the Executing
Transmisson Owner for its Historic Reservation Rights and Financid Transmission Options and
pay the Transmisson Reservation Fee for an amount of additiond transmisson use not lessthan its
total load less its Historic Reservation Rights. A Company Load selecting option (2) shal pay the
Executing Transmisson Owner for its Non-Converted Transmisson Agreement at the contract
price and the Transmission Reservation Fee for an amount of additiond transmission use not less
than itstotal load lessits Catalogued Transmission Rights.

17.3.5 Option for Serviceto Load Growth. Any Company Load of the Executing
Transmission Owner that has rights to load growth under Pre- Exiding Transmisson Agreements
and Obligations may accept Catalogued Transmission Rights for load growth pursuant to Section
___and pay the Company Rate, as adjusted for such load growth. In that event, the Company Load
shal dso pay the Transmisson Reservation Fee for any transmisson use outside the scope of
Catalogued Transmission Rights or Historic Reservation Rights. 1f the Company Load elects not to
accept Catalogued Transmission Rights for load growth, the billing determinants for the Company
Rate for that load will not be adjusted to reflect the load growth and the Company Load will pay the
Transmisson Reservation Fee for an amount of transmission use not lessthan itstotal load lessits

Catalogued Transmission Rights and any Historic Reservation Rights.

Page 68 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



17.3.6 Serviceto New Loads. Any Company Load executing alLoad Integration
Agreement after the RTO West Transmission Service Commencement Date shdl take RTO
Transmisson Services and shdl pay the Transmisson Reservation Fee for an amount of
transmission use not less than its total |oad.

17.3.7 Paying Agent. RTO Wes shdl specify in the RTO West Tariff that the
Company Rates for the Executing Transmisson Owner’s Company Loads, any successor rates, the
Transfer Charges to be paid to the Executing Transmission Owner and the Executing Transmission
Owner’ s dlocation of revenue from Transmission Reservation Fees are to be billed by RTO West
as ahilling agent for the Executing Transmisson Owner. RTO West shdl have no ownership
interest in the proceeds or receivables of the amounts billed by RTO West as the hilling agent for
the Executing Transmission Owner. All gpplicable bills sent by RTO West shdl provide for
payment of the Company Rate, any successor rate, Transfer Charge and Transmission Reservation
Fee portion of the bill directly to a paying agent designated by the Executing Transmisson Owner
for receipt of itsfunds. As billing agent for the Executing Transmission Owner, RTO West shdll
(1) impose on behdf of the Executing Transmisson Owner such charges on delinquent[] billings as
are established by lawful tariffs of the Executing Transmission Owner and (2) employ such actions
to collect delinquent payments and such remedies for nonpayment as RTO West employs for
delinquent payments due RTO West, supplemented by any remedies established pursuant to lawful
tariffs of the Executing Transmisson Owner. The requirement to use a Paying Agent shdl not be
restricted to the Company Rate Period.

17.3.8 Paying Agent Agreement. The Parties, concurrently with execution of this
Agreement, have executed a Paying Agent Agreement among the Initid Participating Transmisson
Owners. RTO West shdl ensure that dl Participating Transmisson Owners aso execute the forms
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of such agreements as are attached hereto as Exhibit L, contemporaneoudy with their execution of a
Transmisson Operaing Agreement.

17.4 CostsInconssent with FERC Standards. After the Company Rate Period, any
amounts payable by RTO West to a Participating Transmission Owner, the rates of which are not
required to be accepted for filing or approved by FERC, with respect to costs of such Participating
Trangmission Owner that would not be alowed under FERC standards applicable to public utilities
as defined in the Federd Power Act, adapted as necessary and appropriate to recognize relevant
differences between such Participating Transmisson Owner and such public utilities, shal be
recoverable only from rates paid by loads taking Transmisson Services at points of ddlivery on the
Electric System of such Participating Transmisson Owner.

175 Costsof Loss of Tax-Exempt Status of Existing Tax-Exempt Bonds.

17.5.1 Avoidance or Mitigation of Damages. Inthe event that it is reasonably
foreseeable that the transfer by the Executing Transmission Owner to RTO West, pursuant to this
Agreement, of Operationa Control of any or dl of the Transmission Facilities, or the use of any
capacity on any or al of such Transmisson Facilities pursuant to such transfer, would cause any of
the outstanding tax-exempt bonds of the Executing Transmisson Owner to become taxable as
private activity bonds or otherwise under regulations, rulings or other pronouncements issued by the
Interna Revenue Service under the Internal Revenue Code of 1986, as amended, the Executing
Transmisson Owner shdl useits reasonable efforts to avoid or mitigate any potential damages or
ligbilities resulting from such loss of tax-exempt status of such bonds.

17.5.2 Costs Recoverable from Transmission Facility Loads. Inthe event that
the transfer by any Participating Transmisson Owner to RTO Wes, pursuant to a Transmission
Operating Agreement, of Operationa Control of any or dl of such Participating Transmisson
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Owner’s Trangmission Facilities, or the use of any capacity on any or dl of such Transmisson
Facilities pursuant to such transfer, causes any of the then outstanding tax-exempt bonds of such
Participating Transmisson Owner to become taxable as private activity bonds or otherwise under
regulations, rulings or other pronouncements issued by the Internal Revenue Service under the
Interna Revenue Code of 1986, as amended, or resultsin a breach or violation of any covenant of
such Participating Transmisson Owner in any indenture for any outstanding tax-exempt bonds
issued by such Participating Transmisson Owner, any codts, charges, losses, ligbilities, pendties or
damages incurred by such Participating Transmission Owner as a proximate result of such loss of
tax-exempt status of such bonds, or such breach or violation of any such covenant in any such
indenture, shall, subject to the provisions of Section 17.4.3, be recoverable only from rates paid by
loads taking Transmission Services at points of ddlivery on the Transmisson Facilities of such
Participating Transmission Owner, as such Transmission Facilities are identified in the
Transmisson Operating Agreement of such Participating Transmisson Owner.

17.5.3 Costs Recoverable Without Regard to the Provisions of Section 17.5.2.
Notwithstanding any other provison of this Agreement, the following amounts shdl not in any
event be subject to the limitations of Section 17.4.2, shdl be paid to a Participating Transmisson
Owner by RTO West and shall be recoverable through the RTO West Tariff as an adminigrative
and genera cost item, without regard to the limitations of Section 17.5.2: (1) any fees, costs,
charges and expenses reasonably incurred by a Participating Transmission Owner in connection
with any issuance of bonds in replacement of any tax-exempt bonds alocable to any or dl of such
Participating Transmisson Owner’s Transmission Facilities whether (i) pursuant to arefinancing in
contemplation of the transfer of Operationa Control of such Transmission Facilities by such
Participating Tranamisson Owner to RTO West or (ii) in connection with a defeasance of any such
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tax-exempt bonds pursuant to a change of use of any such Transmission Facilities as a result of (A)
transfer of Operationa Control of such Transmission Facilities by such Participating Transmisson
Owner to RTO West or (B) any use of any cgpacity on any or dl of such Transmisson Fecilities
pursuant to such transfer, so long as the amounts of such fees, costs, charges and expenses are
recovered from RTO West pursuant to Section 17 on an amortized basis over the term of such
bonds; and (2) the costs of any increased debt service, coverage or related requirements which a
Participating Transmisson Owner is obligated to recover as aresult of issuance of bondsin
replacement of any tax-exempt bonds dlocable to any or dl of such Participating Transmisson
Owner’s Transmisson Facilities, whether (i) pursuant to arefinancing in contemplation of the
transfer of Operationd Control of such Transmission Facilities by such Participating Transmisson
Owner to RTO West or (i) in connection with a defeasance of any such tax-exempt bonds pursuant
to achange of use of any such Transmisson Facilities asaresult of (A) transfer of Operationd
Control of such Transmisson Facilities by such Participating Transmission Owner to RTO West or
(B) any use of any capacity on any or dl of such Transmisson Facilities pursuant to such trandfer,

50 long as such increased debt service, coverage or related requirements are attributable to amounts

accruing from and after such trandfer.

18. Records, | nfor mation-Sharing and Audits.

18.1 RecordsReevant to Operation of the RTO West Transmission System. RTO
West shdll keep such financia, operationd and other records as may be necessary for the efficient
operation of the RTO West Transmission Systemn and, except as necessary to protect Confidential
Information, shall make such records available upon request for ingpection by the Executing
Transmisson Owner.

Page 72 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



18.2 Audit of RTO West Records. The Executing Transmisson Owner shdl have the
right to conduct an audit of RTO West’ s performance of its obligations to the Participating
Transmisson Owners under this Agreement. RTO West shdl make its records, facilities and
personnd available to the Executing Transmission Owner during the conduct of any such audit.
The Executing Transmisson Owner shdl pay RTO West' s reasonable costs of complying with such
audit request.

18.3 Notice of Claim of Noncompliance by RTO West. Inthe event athird party
questions or disputes RTO West's compliance with any of its obligations to the Executing
Transmisson Owner under the Transmission Operating Agreement, RTO West shdl inform the
Executing Transmission Owner of (1) the question or dispute, (2) any forma or informa processes
used to resolve the dispute and (3) any resolution of the question or dispute.

18.4 Executing Transmisson Owner Records and Information-Sharing.

18.4.1 Records. The Executing Transmisson Owner shal maintain and make
availablefor RTO West' s ingpection at the Executing Transmission Owner's facilities during
normal business hours upon request current data, records and drawings describing the physical and
electrica properties of the Transmisson Facilities and relaing to dl ingpections, maintenance,
replacement and repairs performed on the Transmission Facilities.

18.4.2 Required Reports. The Executing Transmisson Owner shdl provide to
RTO Wes, and, subject to Section 21, RTO West shdl provide to the Executing Transmisson
Owner, timely information, notices or reports regarding matters of mutual concern, including:

(1) RTO Wes Transmission System emergencies and other incidents

afecting the RTO West Transmisson Sysem;
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(2 RTO Wes Tranamission Systemn planning studies, including studies
prepared in connection with RTO West Transmission System interconnections or any Transmission
Facility enhancement or expanson; and

(3) Maintenance outage requests and yearly forecasts of planned
maintenance outages.

18.4.3 Other Reports. RTO West may, upon reasonable notice to the Executing
Transmission Owner, request that the Executing Transmisson Owner provide RTO West with such
other information or reports as RTO West may reasonably deem necessary for the operation of the
RTO West Transmission System. The Executing Transmission Owner shal make dl such
information or reports available to RTO West within a reasonable period of time and in aform

specified by RTO West.

19. Insurance, | ndemnification and Limitation of Liability.

Concurrently with the execution of this Agreement, RTO West and the Executing
Transmission Owner shal execute an Insurance, Indemnification and Limitation of Liability

Agreement, attached hereto as Exhibit .

20. Dispute Resolution.

20.1 Applicability.

20.1.1 General Applicability. The provisons of this Section 20 shdl gpply to dl
disputes that arise under this Agreement whether or not a specific provision for Dispute Resolution
ismade in asection of this Agreement pursuant to which the dispute arises, except: (i) wherethe
right to Dispute Resolution under this section is expresdy limited by this Agreement; (i) aslimited
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by law (including the rights of any party to file acomplaint with FERC under the rdevant
provisons of the FPA); and (iii):

@ disputes between the parties to a Non-Converted Transmisson Agreement
that arise under the Non-Converted Transmission Agreement, except as the disputing parties
may otherwise agree;

(b) disputes as to whether the terms of this Agreement are just and reasonable
under the FPA, which shal be presented directly to FERC for resolution, except asthe
disputing parties may otherwise agree;

(© applicaions, petitions, or complaints seeking changes to the terms of this
Agreement or changesto any Service Agreement entered into under this Agreement, which
shdll be presented directly to FERC for resolution; and

(d) disputes that the parties agree to resolve through means other than under the
RTO West Dispute Resolution Provisions, including presenting the matter directly to FERC
for resolution.

20.1.2 Injunctive Relief. Where a court so determines, use of the procedures under
the RTO West Digpute Resolution Provisions shdl not be a condition precedent to a court action for
injunctive relief.

20.2 Initiation of Arbitration.

20.2.1 Demand for Arbitration. An Executing Transmisson Owner or RTO West
may initiate arbitration by serving its demand for arbitration on the other digputing parties and the
RTO West Arhitration Committee, which shall publish notice of the demand on the RTO West Web

Site and by any other method the RTO West Arbitration Committee specifies.
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20.2.2 Statement of Claim. Absent an agreement, RTO West or Executing
Transmisson Owner(s) shdl, within fifteen (15) days after serving an arbitration demand under
Section 20.2.1, serve awritten statement of claim to each other disputing Party and the RTO West
Arbitration Committee, which shdl initiate the process specified in the RTO West Dispute
Resolution Provisons. The parties may agree to delay the commencement of arbitration to attempt
to resolve their dispute through good-faith negatiations or mediation or for any other reason. The
statement of claim shall set forth in reasonable detail (i) each dam, (ii) the relief sought, (iii) a
summary of the grounds for such relief and the basis for each claim, and (iv) the partiesto the
dispute. Each other party to the dispute shall ddiver its response (including identification of any
additiond necessary parties) within fifteen (15) days following receipt of the initid statement of
claim or such longer period as the parties agree or the RTO West Arbitration Committee may
permit following an application by the responding party. If any responding party wishes to submit
acounterclam with its response to the initid statement of claim, the responding party shdl include
the counterclam in its response. When aresponding party includes a counterclaim, the initiating
party may respond to that counterclaim within fifteen (15) days following receipt of the
counterclam. Any party named in astatement of claim that does not respond to the claim within
the period specified in this Section 20.2.2 shdl be deemed to have denied each claim againgt it.
RTO West shdl publish the statements of claim, responses, and any counterclams on the RTO
West Web Site and by any other method the RTO West Arbitration Committee specifies.
20.3  Arbitration Process.
20.3.1 Selection of Arbitrator.

20.3.1.1 Selection of a Single Arbitrator. Within ten (10) days

following submission of responding parties responses and counterclaims, the parties shal select an
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arbitrator familiar with and knowledgeable about dectric utility matters, including eectric
transmission and bulk power issues and related regulatory requirements. If the parties cannot agree
upon an arbitrator or do not agree on a means of selecting an arbitrator that differs from that set
forth in this Section 20.3.1, the parties shdl take turns striking names from alist of ten (10)
qudified individuas supplied by the RTO West Arbitration Committee from its standing list, with a
party chosen by lot firgt gtriking aname. The last remaining name not stricken shdl be designated
asthe arbitrator. If thet individua is unable or unwilling to serve (or if a party objectsto the
arbitrator serving on the basis of a disclosure under Section 20.3.2.1 within five (5) days of that
disclosure), the individua last stricken from the list shall be designated and the process repeated
until an incividua is selected who is able and willing to serve. If aparty issuing or namedin a
satement of claim served under Section 20.2.2 does not participate in the selection of an arbitrator
within the time period specified under this Section 20.3.1.1, the remaining parties have the right to
select the arbitrator without that party.
20.3.1.2 Party Option To Obtain Three-Arbitrator Pand. Asan
dternative to selecting one arbitrator under Section 20.3.1.1, any party may elect to condtitute a
three- (3-) member arbitration pandl, and the other party or parties shall cooperate in the sdection of
the panel, subject to the following conditions:
@ Any party or parties so decting shal be respongble for five-gxths

(5/6) of the costs of the arbitration (exclusive of each party’sindividud costs and

attorneys fees), regardless of the outcome of the arbitration, unless the disputing

Parties agree to an dternate method of alocating costs. The remaining one-sixth

(1/6) of the costs shdl be dlocated to the party (or alocated in equa parts among the

parties) that did not participate in the eection to use athree- (3-) arbitrator pand.
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(b) Each arbitrator shal be subject to the requirements of Section 20.3.2.
(© Unless otherwise agreed by the parties, the three arbitrators shal be
sected in the following manner: (i) the RTO West Arbitration Committee shall
provide to the parties alig of fifteen (15) qudified individuas from its sanding lig;
(i) the parties shal take turns striking names from the list, with a party chosen by lot
firg driking aname; and (iii) the three (3) remaining names not stricken shal
condtitute the arbitration pandl.
(d) The arbitration panel shal decide al matters by mgority vote.
(e All other procedures, rights and obligations set out in the RTO West
Dispute Resolution Provisons shall apply to the arbitration, and al referencesto the
“arbitrator” aso shdl be deemed areference to the three- (3-) member arbitration
pandl so chosen.
20.3.1.3 Communication with Candidatesto Serve as Arbitrator.
No party and no one acting on behaf of any party shal communicate on any matter relaing to the
disoute, including selection of an arbitrator, with any potentia arbitrator identified on the list
provided by the RTO West Arbitration Committee, except that RTO West staff, under the direction
of the RTO West Arbitration Committee, may communicate with potentid arbitrators concerning
arrangements for an arbitration.
20.3.1.4 Arbitrator’s Jurisdiction. The arbitrator shall have the
power to determine whether a dispute is subject to arbitration pursuant to the RTO West Dispute
Resolution Provisons.

20.3.2 Disclosures Required of Arbitrators.
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20.3.2.1 Initial Disclosure Obligation. The sdected arbitrator shall
be required to disclose to the parties any direct financia or persond interest in the outcome of the
arbitration. The arbitrator shal be required to disclose to the parties any additional interests,
relationships, facts, or circumstances including:
@ any existing or past financia, business, or professona interest or
employment;
(b) any relationship the arbitrator has with any party or its counsd, or
with any individua whom the arbitrator has been told will be awitness, and
(© any family or persond rdaionship
if they are likely to affect the arbitrator’ s impartidity or might reasonably creste an gppearance of
bias. All arbitrators shal make a reasonable effort to inform themsaves of any interests or
relationships described above.
20.3.2.2 Ongoing Disclosure Obligations. The obligation to make
disclosure in accordance with Section 20.3.2.1 isa continuing duty. If, after initiation of an
arbitration under the RTO West Digpute Resolution Provisions, the arbitrator must make a
disclosure in accordance with Section 20.3.2.1, the arbitrator shall, at the time of disclosure,
determine whether the information disclosed is grounds to disqudify the arbitrator from continuing
with the arbitration. If the arbitrator determines that he or she is disqudified from continuing with
the arbitration, the Parties shall select anew arbitrator in accordance with Section 20.3.1.
20.3.3 Arbitration Procedures.
20.33.1 Procedural Rules. The RTO West Arbitration Committee
shall adopt Arbitration Procedural Rules consistent with the RTO West Dispute Resolution
Provisons. The RTO West Arbitration Committee may modify the Arbitration Procedurd Rules
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fromtimetotime. Inany case where thereis a conflict between the Arbitration Procedurd Rules

and the RTO West Dispute Resolution Provisons, the RTO West Dispute Resolution Provisions

shall govern. The arbitrator shal conduct the arbitration in accordance with the RTO West Dispute

Resolution Provisons and the Arbitration Procedural Rules, except as provided in Section 20.3.4.

20.3.3.2 Communication with Arbitrator. Except by agreement of

or in the presence of dl parties, no party or Participant and no one acting on behaf of any party shall
communicate with the arbitrator concerning the arbitration outside of scheduled proceedings. Unless
the parties agree otherwise or the arbitrator so directs, any written or éectronic communication from
any party to the arbitrator shall also be sent to dl other parties and to the RTO West Arbitration
Committee.

20.3.4 Modification of Arbitration Procedures. The parties may, by agreement of
al the parties, modify the application of the Arbitration Procedural Rules for purposes of their
specific dispute. Except where the terms of the RTO West Dispute Resolution Provisions
specificaly provide otherwise, the parties may not agree to modify any of the provisons set forth in
the RTO West Dispute Resolution Provisions,

20.3.5 Rights Relating to Intervention.

20.35.1 Timefor Intervention. RTO West or any Participating
Transmisson Owner not named as a party in astatement of claim initiating an arbitration as
provided in Section 20.2.2 or in a counterclaim submitted in response thereto may apply to
intervene in the arbitration as a party within thirty (30) days from publication of the statement of
clam. Lateintervention may be permitted in the arbitrator’ s discretion for good cause shown. Any
intervening party must (i) accept the record as established prior to the intervention, including any
procedura or substantive rulings or orders, (ii) proceed in accordance with any established
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schedule, and (iii) pay a share of the costs of arbitration as determined by the arbitrator taking into
account, among other things, the differing procedura rights of parties and the stage of the
arbitration when intervention is sought. In addition, any late-intervening party must not cause a
conflict of interest for the arbitrator objectionable to any exigting party.

20.3.5.2 Application and Order. An gpplication to intervene shal be
served on the parties and the RTO West Arbitration Committee. Any such application shall
demondirate the gpplicant’ s satisfaction of the criteria stated in Section 20.3.5.4. Any objection by
aparty to the intervention request must be filed with the arbitrator, if an arbitrator has been selected,
and served upon the applicant, the parties and the RTO West Arbitration Committee, within
ten (10) days of service of the gpplication. Promptly upon selection of the arbitrator pursuant to
Section 20.3.1, the arbitrator will issue an order determining whether, based upon the criteria
established by Section 20.3.5.4, any gpplicant that has timely filed an gpplication pursuant to
Section 20.3.5.1 may intervene in the arbitration.

20.3.5.3 Intervenor Status and Rights of an Intervening Party. The
arbitrator, in an order responding to an gpplication to intervene, shall, upon the requisite showing as
established by Section 20.3.5.4, grant party statusto RTO West or a Participating Transmission
Owner with full rights and responsibilitiesin relation to dl other parties, provided that the arbitrator
may condition party status as necessary to assure that the rights of other parties are not unduly
prejudiced or that the arbitration is not unduly delayed.

20.3.54 Requisite Showing. Subject to the provisons of
Sections 20.3.5.1 and 20.3.5.3,

(A)  aPaticipating Transmisson Owner shdl be permitted to intervene as

a party upon a showing that:
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(i) the gpplicant has an interest relating to the property or the
transaction that is the subject of the arbitration,

(i) the gpplicant is so Situated that the disposition of the matter
subject to arbitration may as a practica matter impair or impede the
applicant’s ability to protect that interest, and

(iii) no exigting party adequately represents the gpplicant’s
interest.

20.3.6 Timetable. Promptly after the gppointment of the arbitrator, the arbitrator
shall set adate for the issuance of the arbitration decision, which shal be no later than six (6)
months (or such later date as the parties and the arbitrator may agree) from the date of the
appointment of the arbitrator, with other dates, including the dates for an evidentiary hearing or
other final submissions of evidence, st in light of thisdate. The parties may, by agreement, modify
any dates st by the arbitrator (other than the maximum time alowed for issuance of the arbitration
decison). The arbitrator shal not change the date for the evidentiary hearing or other find
submissions of evidence absent extraordinary circumstances. The arbitrator shal have the power to
impose sanctions, including imposition of cogts and dismissa of the proceeding, for dilatory tactics
or undue delay in completing the arbitration proceedings.

20.3.7 Discovery Procedures. The Arbitration Procedurd Rules shdl include
adequate provision for the discovery of rdevant facts, including the taking of testimony under oath,
production of documents and other things, the presentation of evidence, the taking of samples,
conducting of tests, and ingpection of land and tangible items. The nature and extent of such
discovery shdl take into account (i) the complexity of the disoute, (i) the extent to which facts are
disputed, (iii) the extent to which the credibility of witnessesisrelevant to aresolution, (iv) the
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need to provide fair access to information by al parties where information has been obtained under
gatutory right by one or more parties from another party or parties outside the discovery process,
and (v) the amount in controversy. The forms and methods for taking such discovery shdl be as
described in the Federd Rules of Civil Procedure, except as modified by agreement of the parties.

20.3.8 Confidentiality. The Arbitration Procedural Rules shal provide ameans for
protecting confidential information disclosed in the course of an arbitration under the RTO West
Dispute Resolution Provisons. Any information determined to be confidentid in the course of an
arbitration shal not be included in any published or publicly avallable summary or copy of the
arbitration award.

20.3.9 Summary Disposition. The Arbitration Procedurd Rules shdl provide a
means for summary disposition of an arbitration proceeding under the RTO West Dispute
Resolution Provisons. The arbitrator may grant summary disposition of the proceeding, in whole
or in part, if there is no genuine issue of fact materid to the decison. Any uncontroverted fact
established through summary disposition shal be deemed established for the remainder of the
proceeding. Any grant of summary disposition under this Section 20.3.9 is subject to apped
pursuant to Section 20.5 after the find award in the proceeding has been issued.

20.3.10 Evidentiary Hearing. The Arbitration Procedurd Rules shall
provide for an evidentiary hearing with respect to matters not resolved through summary
disposition under Section 20.3.9, unless dl parties consent to the resolution of the matter on the
basis of awritten record. Hearing rules shal include provision for the cross-examingtion of
witnesses.

20.3.11 Evidence. The Arhitration Procedurad Rules shal include provisons
addressing submisson and admisshility of evidence. The arbitrator shal compile and certify a
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complete evidentiary record of the arbitration, which, upon completion, shdl be avalable to any
party at that party’ s request.
20.4 Awards, Remedies, and Enforcement.
20.4.1 Award.

204.1.1 Award Based on Arbitrator’s Decision. Except as provided
below with respect to “basebal” style arbitration, the arbitrator shal issue written reasons for the
award, including findings of fact and conclusions of law. The arbitration award shal be based on
(i) the evidence in the record, (i) the terms of this Agreement, (iii) applicable United States federd
law, regulations, tregties, and agreements, and any relevant FERC decisions or then-applicable
FERC standards or policies, (iv) other applicable law, and (v) consderation of relevant awardsin
previous arbitration proceedings. The arbitrator may, but need not, treat previous awards under this
Section 20.4.1.1 as determinative. The arbitrator’s award shal be published and maintained, in
searchable form, on the RTO West Web Site and by any other method the RTO West Arbitration
Committee specifies. The RTO West Office of Generd Counsd shdl maintain a copy of the
complete award and written explanation.

20.4.1.2 Award Based on “Baseball” Style Arbitration. In
arbitration conducted “ basebal” style, the arbitrator shall issue written reasons for adopting one of
the awards proposed by the parties. The arbitrator’ s choice among the proposed awards shall be
based on (i) the evidence in the record, (i) the terms of this Agreement, (iii) applicable United
States federd law, regulations, treaties, and agreements and any relevant FERC decisions or then
applicable FERC standards and policies, (iv) other applicable law, and (v) consideration of relevant
awards in previous arbitration proceedings. If the arbitrator concludes that none of the proposed
awards are consstent with the factors enumerated in (i) through (v) above, or address dl of the
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issuesin dispute, the arbitrator shall specify how each proposed award is deficient and direct that
the parties submit new proposed awards that cure the identified deficiencies. A summary of the
disputed matter and the arbitrator’ s award shal be published on the RTO West Web Site and by any
other method the RTO West Arbitration Committee specifies. An award under this Section 20.4.1.2
shall not be considered and may not be cited in any other proceeding.
20.4.1.3 Pand Decision by Majority Vote. Where apand of
arbitrators is appointed pursuant to Section 20.3.1.2, amgjority of the arbitrators must agree on the
decison.
20.4.2 Remedies.
20.4.2.1 Arbitrator’s Discretion. The arbitrator shal have discretion
to grant the relief sought by a party, or determine such other remedy asis gppropriate, unless the
parties agree to conduct the arbitration “basebal” style. Except aslimited by law, the arbitrator shall
have the authority to award any remedy or relief available from FERC or any court of competent
jurisdiction. Where this Agreement leaves any matter to be agreed between the parties at some
future time and provides that in the absences of agreement the matter shal be resolved in accordance
with the RTO West Dispute Resolution Provisions, the arbitrator shal have authority to decide upon
the terms of the agreement that, in the arbitrator’ s opinion, it is reasonable that the parties should
reach, having regard to the other terms of the RTO West Tariff and the arbitrator’ s opinion asto
what isfair and reasonable in dl the circumstances. [List sections of this agreement to which this
section applies)]
20.4.2.2 “Baseball” Arbitration. If the parties agree to conduct the
arbitration “baseball” style, the parties shal submit to the arbitrator and exchange with each other
their last best offersin the form of the award they consder the arbitrator should make, not less than

Page 85 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



seven (7) daysin advance of the date fixed for the hearing, or such other date as the arbitrator may
decide. If aparty failsto submit its last best offer in accordance with this Section 20.4.2.2, that party
shall be deemed to have accepted the offer proposed by the other party. Except as provided in
Section 20.4.1.2, the arbitrator shal be limited to awarding only one of the proposed offers and may
not determine an aternative or compromise remedly.

20.4.3 Costs. Except as otherwise provided in Sections 20.3.1.2, 20.3.5.1, and
20.3.6, the costs of the time, expenses, and other charges of the arbitrator shal be borne by the
parties to the digpute, with each party on an arbitrated issue bearing its pro-rata share of such costs,
and each party to an arbitration proceeding bearing its own costs and fees. If the arbitrator
determines that a demand for arbitration or response to a demand for arbitration was made in bad
faith, the arbitrator shall have discretion to award the costs of the time, expenses, and other charges
of the arbitrator to the prevailing party.

20.4.4 Compliance. Unlessthe arbitrator’s decison is gppealed under Section 20.5,
the disputing parties shall, upon receipt of the decision, immediately take whatever action is
required to comply with the award to the extent the award does not require regulatory action. An
award that is not appeded shdl be deemed to have the same force and effect as an order entered by
FERC or any court of competent jurisdiction.

20.4.5 Enforcement. Following the expiration of the time for apped of an award
pursuant to Section 20.5.3, any party may apply to FERC or any court of competent jurisdiction for
entry and enforcement of judgment based on the award. Parties to arbitration under the RTO West
TOA Dispute Resolution Provisions shdl be deemed to have consented that judgment upon the
arbitration award may be entered in any federa or State court having jurisdiction.

20.5 Appeal of Award.

Page 86 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



20.5.1 Basisfor Appeal. A party may apply to FERC to hear an apped of an
arbitration award upon the grounds that: (i) the arbitrator’ s decision is contrary to applicable law or
regulation (including the FPA or FERC' s then-gpplicable standards or palicies); (ii) the arbitrator’s
decison is not supported by the findings or is otherwise arbitrary and capricious; (iii) the arbitrator
faled to afford one or more parties to the disoute an opportunity for afar and meaningful hearing;
(iv) the arbitrator engaged in materia misconduct in connection with the arbitration; (v) the
arbitrator exceeded the authority conferred upon him or her under the RTO West Dispute
Resolution Provisons or as otherwise established by agreement of al the parties; or (vi) the
arbitrator’ s decison is contrary to the provisions of Section 20.4.1. Where there is concurrent
jurisdiction between a court of competent jurisdiction and FERC, the party shall appeal to FERC.
Where FERC does not have jurisdiction, a party may appeal to acourt of competent jurisdiction on
any grounds provided by law.

20.5.2 Appellate Record. The arbitration process set forth in the RTO West
Dispute Resolution Provisions contemplates that FERC or the court of competent jurisdiction
should afford substantial deference to the factud findings of the arbitrator. No party shall seek to
expand the record before FERC or the court of competent jurisdiction beyond that assembled by the
arbitrator, except (i) by making reference to legd authority that did not exit at the time of the
arbitrator’ s decision, or (ii) if such party contends the decision was based upon or affected by fraud,
collusion, corruption, misconduct or misrepresentation.

20.5.3 Proceduresfor Appeals. Appedsshdl, unless otherwise ordered by FERC
or the court of competent jurisdiction, conform to the procedura limitations set forth in this Section

20.5.3.
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20.5.3.1 Notice. If aparty to an arbitration desires to appeal an award,
it shal provide notice of gppedl to the RTO West Board of Trustees, dl parties, and the arbitrator
within fourteen (14) days following the date of the award. The gppealing party must likewise
provide notice to the RTO West Arbitration Committee, which shal publish notice of the gppea on
the RTO West Web Site and by other method the RTO West Arbitration Committee specifies,
Within ten (10) days of thefiling of the notice of apped, the appeding party must file an appropriate
application, petition or motion with FERC to trigger review under the FPA or with a court of
competent jurisdiction. Such filing shal ate that the subject matter has been the subject of an
arbitration under the RTO West Dispute Resolution Provisions.

20.5.3.2 Evidentiary Record. Within thirty (30) days of filing the
notice of gpped (or such period as FERC or the court of competent jurisdiction may specify) the
gppdlant shdl file the complete evidentiary record of the arbitration and a copy of the award with
FERC or with the court of competent jurisdiction. The appellant shal serve copies of adescription
of dl maeridsincuded in the certified evidentiary record.

20.5.4 Award Implementation. Implementation of the award shdl be deemed
stayed pending an appeal unless and until, at the request of a party, FERC or the court of competent
juridiction to which an appedl has been filed issues an order dissolving, shortening, or extending
such day.

20.5.5 Judicial Review of FERC Orders. FERC orders resulting from appedls
shall be subject to judicid review pursuant to the FPA.

20.6 Exclusion of Liability. Nether the RTO West Arbitration Committee nor any
arbitrator shdl be ligble to any party for any act or omission in connection with any arbitration
conducted under the RTO West Dispute Resolution Provisions.
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21. Uncontrollable For ce.

A Party shdl not bein breach of this Agreement as aresult of such Party’ sfalureto
perform its obligations under this Agreement when such failureis caused by an Uncontrollable
Force that such Party, despite the exercise of due diligence, is unable to remove with reasonable
dispatch; provided, however, that such Party shal have the right to suspend performance of such
obligations only to the extent and for the duration that the Uncontrollable Force actudly and
reasonably prevents the performance of such obligations by such Party. In the event of the
occurrence of an Uncontrollable Force that prevents a Party from performing any of its obligations
under this Agreement, such Party shdl (1) immediately notify the other Party of such
Uncontrollable Force with such notice to be confirmed in writing as soon as reasonably practicable;
(2) useits best efforts to mitigate the effects of such Uncontrollable Force, remedy its inability to
perform and resume full performance of its obligations hereunder; (3) keep the other Party apprised
of such efforts on an ongoing basis; and (4) provide written notice of the resumption of
performance hereunder. Notwithstanding any of the foregoing, the settlement of any drike, lockout
or labor dispute condtituting an Uncontrollable Force shdl be within the sole discretion of the Party
to this Agreement involved in such strike, lockout or labor dispute; and the requirement that a Party
must useits best efforts to remedy the cause of the Uncontrollable Force and/or mitigate its effects

and resume full performance hereunder shal not apply to strikes, lockouts or labor disputes.

22. Assignments and Conveyances.

22.1 Successorsand Assigns. This Agreement is binding on and shdl inure to the
benefit of the Parties and their respective successors, permitted assigns and legd representatives.

Page 89 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



22.2 Assgnment of RTO West’s Rights and Obligations. Except as otherwise
provided in Section 22.5, RTO West shadl not, without the prior written consent of the Executing
Transmisson Owner, assgn, pledge or transfer al or any part of, or any right or obligation under,
this Agreement, whether voluntarily or by operation of law.

22.3 Assgnment of the Executing Transmisson Owner’s Rightsand Obligations.
Except as otherwise provided in Section 22.5, the Executing Transmission Owner shdl not, without
the prior written consent of RTO West, assign, pledge or transfer dl or any part of, or any right or
obligation under, this Agreement, whether voluntarily or by operation of law; provided, however,
that the Executing Transmission Owner may, without the consent of RTO West but subject to
Section 22.4, assgn itsrights and obligations under this Agreement to any person or entity (1) into
which the Executing Transmisson Owner is merged or consolidated or (2) to which the Executing
Transmisson Owner sdls tranders or assgnsal or subgtantidly al of the Transmisson Fecilities,
50 long as the survivor in any such merger or consolidation, or the purchaser, transferee or assignee
of such Tranamission Facilities, providesto RTO West avdid and binding written agreement
expresdy assuming and agreeing to be bound by dl obligations of the Executing Transmisson
Owner under this Agreement.

22.4 Transfer of Transmission Facilities. Unless otherwise approved by RTO West in
writing, the Executing Transmisson Owner shal not sdll, transfer or assgn dl or any portion of the
Transmission Facilities used for or useful to the provison of Transmission Services hereunder
unless (1) the purchaser, transferee or assignee provides to RTO West avalid and binding written
agreement expresdy assuming and agreeing to be bound by dl obligations of the Executing
Transmisson Owner under this Agreement with respect to the sold, transferred or assigned
Transmisson Facilities; or (2) RTO West and the transferee have entered into an agreement
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comparable to this Agreement with respect to the sold, transferred or assigned Transmission
Facilities. In the event of any permitted sale, transfer or assgnment permitted under this Agreement
and as a condition thereof, the party to whom the asset is sold, transferred or assigned shdl sign an
Insurance, Indemnity and Limitation of Liability Agreement as described in Section 19.

225 Assgnment for Security Purposes. Notwithstanding any other provison of this
Agreement, (1) the Executing Transmission Owner may, without RTO West's consent, pledge or
assgn dl or any portion of the Transmisson Facilities for financing purposes; and (2) ether Party
may, without the consent of the other, pledge or assign dl or any portion of its proceeds or
receivables under this Agreement for financing purposes.

22.6 Effect of Permitted Assignment. Intheevent of any permitted sdle, transfer or
assignment hereunder, the transferor or assignor shdl, to the extent of the transferred or assigned
obligations, and only to such extent, be relieved of obligations accruing from and after the effective
date of such trandfer or assgnment; provided, however, that (1) under no circumstances shal any
sde, transfer or assgnment relieve the transferor or assignor of any liability for any breach of this
Agreement occurring before the effective date of such transfer or assgnment; (2) the provisions of
Sections 6.2 and 6.3 (and the related Dispute Resolution provisions of Section 20) shdl continue to
apply with respect to any portion of the Electric System retained by the assignor; (3) the provisons
of Section 9 will continue to apply with respect to any Non-Converted Transmisson Agreements
retained by the assignor; (4) the obligations of Section 10 with respect to the provison of Andllary
Services shdl continue to apply with respect to any dectric generation facilities retained by the
assignor; and (5) any other provisons of this Agreement that would otherwise apply with respect to
the Electric System or to the electric generation facilities under this Agreement will continue to
apply to the assignor for o long asiit retains such facilities.
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22.7 Consent Not Unreasonably Denied or Delayed. Consents to assgnment, pledge or

transfer requested pursuant to this Section 22 shdl not be unreasonably denied or delayed.

23. RTO West's Confidentiality Obligations.

23.1 Protection of Confidential Information. RTO West shdl maintain the
confidentidity of dl Confidentia Information of the Executing Tranamisson Owner provided to
RTO West pursuant to this Agreement; provided, however, that, notwithstanding the foregoing,
RTO West may disclose such Confidentia Information (1) if such disclosure is permitted in writing
by the Executing Transmisson Owner that furnished the Confidentia Information or (2) if RTO
West isrequired to make such disclosure by order of a court or regulatory agency of competent
jurisdiction or by applicable laws or regulaions.

23.2 Disclosure Required by Law or Pursuant to Administrative or Judicial Order.
If RTO West isrequired by applicable law, or compelled by order of acourt or regulatory agency of
competent jurisdiction, to disclose Confidentia Information of an Executing Transmisson Owner,
as soon as RTO West learns of the disclosure requirement, and before making such disclosure, RTO
West shdl notify the Executing Transmission Owner of the requirement and the terms thereof. The
Executing Transmisson Owner may, in its sole discretion and & its sole cost and expense,
undertake any chalenge to or defense againgt such disclosure requirement. RTO West shdl
cooperate with the Executing Transmisson Owner to the maximum extent practicable, at the
Executing Transmisson Owner’s sole cost and expense, to minimize or dimingte the disclosure of
Confidentid Information consstent with gpplicable law and to obtain proprietary or confidentia

treetment of Confidentia Information by any person to whom such information is disclosed
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pursuant to Section 23.1 before any such disclosure. This Section 23.2 does not apply to disclosure

of information to FERC or its gaff.

24. Open Architecture.

With respect to facilities owned or otherwise controlled by the Executing Transmisson
Owner, the Executing Transmission Owner shdl have theright to unilateraly request gpprova
from FERC to perform additional regiona transmisson organization functions and respongbilities
reserved by FERC for performance by entities meeting independence criteria established by FERC.
To the extent such requests are approved by FERC, this Agreement shal be amended accordingly,
and the RTO West Tariff and other governing documents shall be amended as required to conform
to the new grant of authority or responsbility. If appropriate and necessary to codify the new
functions and respongiilities, the Executing Transmisson Owner shal submit for FERC gpprova a
separate tariff codifying the functions and respongibilities to be performed by the Executing
Transmisson Owner on the facilities it owns or otherwise controls. Notwithstanding the most-
favored-nations provisons of Section 3.3 of this Agreement, any other Executing Transmisson
Owner seeking comparable functions and responsibilities for its facilities shdl be required to
separately seek such gpprova from FERC before receiving comparable functions and

regpongbilities.

25. Miscellaneous.

25.1 Notices.
25.1.1 Permitted Methods of Notice. Any notice, demand or request in
accordance with this Agreement, unless otherwise provided in this Agreement, shdl be in writing
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and shal be deemed properly served, given or made to the address of the receiving Party set forth
below (1) upon ddlivery if delivered in person; (2) upon execution of the return receipt, if sent by
registered U.S. or Canadian malil, postage prepaid, return receipt requested; or (3) upon delivery if
delivered by prepaid commercia courier service.

The address of RTO West shdll be:

Attn:

The address of the Executing Transmission Owner shdl be:

Attn:

25.1.2 Change of Notice Address. Either Party may at any time, by notice to the
other Party, change the designation or address of the person specified to receive notice on its behalf.

25.1.3 Routine Notices. Any natice of aroutine character in connection with
service under this Agreement or in connection with the operation of facilities shdl be given in such
amanner as the Parties may determine from time to time, unless otherwise provided in this
Agreement.

25.2 Amendment. This Agreement may not be modified by either Party except by

subsequent mutua written agreement, duly executed by the Parties.
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25.3 Congruction of Agreement. Ambiguities or uncertaintiesin the wording of this
Agreement shdl not be construed for or againgt any Party, but shall be construed in a manner that
most accurately reflects the purpose of this Agreement and the nature of the rights and obligations
of the Parties with respect to the matter being construed.

25.4 Integration. This Agreement, including the exhibits hereto, congtitutes the
complete agreement of the Parties and supersedes al prior or contemporaneous representations,
satements, negotiations, understandings and inducements with respect to the subject matter hereof.

25,5 Existing Agreements Preserved. Nothing in this Agreement shdl be interpreted to
supersede the requirements of any exigting agreement, unless otherwise expresdy stated herein.

25.6 Governing Law. This Agreement shdl in dl respects be interpreted, construed and
enforced in accordance with the laws of the state of \Washington, except to the extent that such laws
may be preempted by the laws of the United States, as applicable; provided, however, that
notwithstanding the foregoing, if the Executing Transmisson Owner isaU.S. government entity
(including, but not limited to, afederd power marketing adminidtration), this Agreement shdl in all
respects be interpreted, construed and enforced in accordance with the laws of the United States.

25.7 Severability. Therightsof each Party shdl be as st forth in Section 2.1 if this
Agreement (1) is not accepted for filing or gpproved by FERC, (2) is accepted for filing or
approved by FERC with changes unacceptable to elther Party, or (3) is accepted for filing or
approved by FERC, but such acceptance or approval is, asaresult of judicia review, subsequently
reversed or modified in amanner unacceptable to ether Party. If this Agreement is not rendered
void in accordance with the provisions of Section 2.1, and thereafter any term, covenant or
condition of this Agreement or the gpplication or effect of any such term, covenant or condition is
held invalid asto any person, entity or circumstance, or is determined to be unjust, unreasonable,
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unlawful, imprudent or otherwise not in the public interest by any court or government agency of
competent jurisdiction, then such term, covenant or condition shal remain in force and effect to the
maximum extent not prohibited by law, and dl other terms, covenants and conditions of this
Agreement, and the application thereof, shal not be affected thereby, but shal remain in force and
effect, and the Parties shdl be rdlieved of their obligations only to the extent necessary to diminate
such regulatory or other determination unless a court or governmental agency of competert
jurisdiction holds that such provisions are not separable from al other provisons of this
Agreement.

25.8 Equitable Réli€f. If the Executing Transmisson Owner seeksinjunctive or other
equitable judicid rdlief for the faillure of RTO West to comply with its obligations to the Executing
Transmission Owner under this Agreement, RTO West agrees not to challenge such action on the
basis that monetary damages would be a sufficient remedy.

25.9 Singular and Plural; Useof “Or.” Any use of the sngular in this Agreement dso
includes the plurd, and any use of the plurd aso includes the singular, and referencesto “or” shdl
be deemed to be digunctive but not necessarily exclusive.

25.10 Headingsfor Convenience Only. The section headingsin this Agreement are
intended for convenience and reference only and are not intended to define, limit or describe the
scope or intent of any provisons of this Agreement.

25.11 Relationship of the Parties.

25.11.1 No Partnership, etc. Nothing contained in this Agreement shdl be
construed to create an association, joint venture, trust, partnership, leasehold or other property

interest, or to impose atrust or partnership covenant, obligation or ligbility on or with regard to
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either of the Parties. Each Party shdl beindividudly responsible for its own covenants, obligations
and liabilities under this Agreement.

25.11.2 Rights Several. All rights of the Parties are severd, not joint.
Except as expresdy provided in this Agreement, neither Party shal have aright or power to bind
the other Party without such Party’ s express written consent.

25.12 No Third-Party Beneficiaries. Except for therights of intervenors as specified in
Section 20, this Agreement shall not be construed to create rightsiin, or to grant remediesto, any
third party as abeneficiary of this Agreement or of any duty, obligation or undertaking established
herein.

25.13 No Dedication of Facilities. No undertaking by ether Party to the other Party under
or pursuant to any provison of this Agreement shdl condtitute or be deemed to condtitute a
dedication of dl or any portion of the RTO West Transmission System to RTO Wes, to the
Executing Transmisson Owner or to the public.

25.14 Nonwaiver. Any waiver a any time by any Party of its rights with respect to any
default under this Agreement, or with respect to any other matter arisng in connection with this
Agreement, shall not congtitute or be deemed awaiver with respect to any other default or other
meatter arisng in connection with this Agreement. Any walver must be ddivered in writing and
executed by an authorized representative of the Party granting such waiver. Any delay short of the
gatutory period of limitations in asserting or enforcing any right shall not condtitute or be deemed a
walver.

25.15 ExhibitsIncorporated. The severd exhibitsto this Agreement, asthey may be
revised from time to time, are attached to this Agreement and are incorporated by reference as if
fully st forth herein.
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25.16 Further Actionsand Documents. Each Party agreesto do dl things, including, but
not limited to, the preparation, execution, delivery, filing and recording of any instruments or
agreements, reasonably requested by the other Party to carry out the provisons of this Agreement.

25.17 Counterparts. This Agreement may be executed in counterparts, which may be
executed a different times. Each counterpart shall condtitute an original, and both counterparts
together shdl condtitute one and the same instrument.

25.18 Governing Agreement. Inthe event of a conflict between the terms of this
Agreement and the terms of (1) the RTO West Tariff or (2) the Executing Transmisson Owner's
Rate Schedules, the terms of this Agreement shal govern.

25.19 ProvisonsApplicableto Federal Power Marketing Agencies. Nothing in this
Agreement shal be construed to prevent the pass-through of third-party claimsto afederal power
marketing agency by RTO West under circumstances where the federal power marketing agency
directs actions of RTO West pursuant to this Agreement to the extent this Agreement provides for
the payment of damage claims by such federa power marketing agency. Nothing in this
Agreement shal be construed to require the U.S. Department of Justice to defend any Partiesto this
Agreement except the Bonneville Power Adminigration.

25.20 Tax Allocation. RTO West shdl alocate all taxes, rates, duties, levies, local
improvement rates and assessments that are lawfully imposed, assessed, levied, rated, or charged
agand RTO West in respect of RTO West Controlled Transmission Facilities to loads taking
sarvice from facilities located within alawful taxing authority’ s boundaries and taking transmisson
services from points of ddivery on the Electric System of the Participating Transmission Owner

whose transmisson fadilities are subject to such tax.

Page 98 - February 86, 2002 Draft RTO WEST TRANSMISSION OPERATING AGREEMENT
ATTACHMENT A

Portind3-1369014.13 0019436-00135



25.21 Prohibited Ownership and Activities. RTO West shdl not (i) own any

transmission or didribution facilities, (i) own any interest in generation facilities or the output

thereof (except as necessary to meet its obligations as a provider of last resort for Ancillary

Services), or (iii) operate, or have any financid interest in, any power exchange.

26. Retail Power Ddiverieson Transmission Facilities. [OPTIONAL LANGUAGE IF

ELECTED BY THE EXECUTING TRANSMISSION OWNER].

RTO West agreesthat it will not use the Transmisson Facilities of the Executing
Transmission Owner to ddliver service to or on behdf of end-use customersif FERC would be
prohibited from ordering such service under section 212(h) of the Federa Power Act unless (1)
unbundled retail transmission access to such customer is required by an authority of competent
jurisdiction under federd, state, provincid, locdl or triba law; (2) such end-use customer isan
“exiding direct service indudtrid customer” of the Bonneville Power Adminigtration as defined in
section 5(d)(4)(A) of the Northwest Power Act (16 U.S.C. 8 839¢(d)(4)(A)) or a successor in
interest to such customer so asto qudify for service under section 5(d), unless such serviceis
prohibited by federa law; or (3) unbundled retail transmission access to such customer has been

agreed to by the retall utility thet formerly served the end- use customer.
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed in

their repective names.

RTO WEST [Executing Transmisson Owner]
By: By:
Title: Title:
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EXHIBIT A

SCHEDULE OF DEFINITIONS

“Additional Participating Transmisson Owner” means any Participating
Transmisson Owner that is not an Initid Participating Tranamisson Owner.

“Agreement to Suspend Provisions of Pre-Existing Transmission Agreements”
means the agreement, the form of which is attached as Exhibit I.

“Ancillary Services’ meansdl services as RTO West may offer to support the use of its
Transmission Services, and which shdl include dl ancillary services atransmission provider is
required by FERC to provide, while maintaining reliable operation of the RTO West
Transmisson System in accordance with Good Utility Practice.

“Arbitration Procedural Rules’ shall have the meaning specified in the RTO West
Taiff.

“Available System Capacity” means the capacity on the RTO West Controlled
Transmisson Fadilities that is unencumbered by ether Catalogued Transmission Rights or
Higtoric Transmission Rights. [This concept replaces the concept of Available Transmisson
Capacity under aphysica rights model.]

“Black Start Service” meansthat service needed to restart eectric generation facilities
following aforced outage of such fadilities.

“Canadian Regulatory Authority” meansthe agency or agencies established under the

laws of Canada or the applicable provinces of Canada and having jurisdiction over facilities,
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interconnections, transmission rates, charges, terms and conditions of service of a Canadian
Participating Transmisson Owner.

“Catalogued Transmission Rights” means a catalogue of rights granted by RTO West
to the Executing Transmission Owner and st forth in Section 8.4 of this Agreement, established
initidly in conformance with Attachment _.

[In Puget Sound Energy and Portland General Electric Agreementsonly: “Certain
Disgtribution Facilities” meansthose facilitiesthat are classified asdistribution pursuant to
state or federal order, but that also meet the definition of RTO West Controlled
Transmission Facilities (because the facilities may have secondary impacts on Total
Transmission Capability between some injection and withdrawal points), will not be
considered to be RTO West Controlled Transmission Facilities. Such facilitiesare
identified in Exhibit ]

“Columbia River Treaty” meansthe Treaty between Canada and the United States of
America Reating to Cooperative Development of the Water Resources of the Columbia River
Basin including its Annexes A and B, sgned a Washington, D.C., United States of America, on
the 17" day of January, 1961, and the Protocol, brought into force by exchange of instruments of
ratification and an exchange of notes on September 16, 1964.

“Company Billing Determinants” means those hilling determinants for cdculaing the
Company Loads to which Company Rates will apply, in such amount and caculated in such
manner as proposed by the Executing Transmission Owner and accepted for filing or approved
by FERC. The Executing Transmisson Owner may propose multiple Company Billing
Determinants in order to alow its Company Loads to choose among such dternative Billing

Determinants.
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“Company Costs” [Thisisthe December 2000 definition and needsto berevised]
means the costs of the Executing Transmission Owner incurred in connection with the ownership
and operation of the Transmisson Facilities or of dternatives that avoid congtruction of such
Transmisson Facilities, including any gpplicable performance or incentive payments, as the
Executing Transmisson Owner may propose and FERC may accept for filing or approve.
Company Costs shdl not include (1) any Transfer Charges to be made or to be received by the
Executing Transmission Owner or (2) any payment or receipt of Transmission Fecility Cost
Sharing Payments alocated under the RTO West Tariff. Company Costs shdl be reduced by
any Company Rate revenue credits proposed by the Executing Transmission Owner.

“Company Loads” means, if the Executing Transmisson Owner isthe Bonneville
Power Adminidration or a*“public utility” as defined by the Federal Power Act, those loads
interconnected with the Electric System of the Executing Transmission Owner; provided that
loads served under Generd Trandfer Agreements (including loads served through new ddivery
points but not loads served in additiond service territories annexed after the date of this
Agreement) shdl be deemed the Company Loads of the Executing Transmisson Owner taking
service for such loads under the gpplicable Generd Transfer Agreement. [Notes. (1) The
Transmission Operating Agreement with TransConnect, L L C will need to define Company
L oadswith respect to the Electric Facilities of the public utilitiesthat have contributed
their Transmission Facilitiesto TransConnect, LLC. TransConnect, LLC may reserve the
right either to retain each of theindividual public utility Company L oads and Company
Rates or to merge the Company L oads and Company Rates of some or all of the public
utilitiesthat contributed Transmission Facilities. (2) The Applicants exped the

Transmission Operating Agreement for Canadian Entitiesto be executed by a Canadian
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transmission grid operator. Canadian entities participating through such grid operator
collectively will have a Company Rate or Company Rates. The Canadian entities may
decide whether to subdivide a Canadian Company Rateinto individual Canadian utility
Company Rates. (3) Non-FERC jurisdictional transmission ownerslocated in the United
States, other than the Bonneville Power Administration, that execute a Transmission
Operating Agreement will not be required to filetheir Company Costs with FERC and will
not have a separate Company Rate. Instead, such entitieswill pay the Company Rate of
the Participating Transmisson Owner whoserate was applicable prior to execution by
such entity of the Transmission Operating Agreement.]

“Company Rate Period” means the period commencing on the Transmisson Service
Commencement Date and extending through December 14, 2011.

“Company Rates’ means rates charged to the Company Loads, determined as specified
in Exhibit G, during the Company Rate Period and any extended period during which RTO West
determinesto gpply such rate.

“Confidential Information” means any documents, data or other information received
by a Party from the other Party, whether in written, oral or machine readable form, (1) that the
provider hasidentified in writing to be confidentia and (2) that (i) would produce acommercia
disadvantage to the providing Party if disclosed or (ii) is confidentid under Article 9, Section 9.4
of the RTO West Bylaws, provided that Confidentia Information shal not include (1)
information subject to disclosure on the RTO West Web Site pursuant to the RTO West Tariff;
(2) information that becomes available to the public on a nonconfidentia bas's, other than asa

result of the disclosing Party’ s breach of its confidentidity obligations; (3) information received
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by the disclosing Party from athird party without claim of confidentidity; or (4) information
independently developed by the disclosing Party.

“Congestion Management Assets” meansthe physica facilities and contractud and
operational mechanisms that each Participating Transmisson Owner makes availableto RTO
West s0 that RTO West has the means to honor and manage al Participating Transmisson
Owners Cataogued Transmisson Rights. Physicd facilities may include transmission lines,
substations, phase shifters, and other hardware. Contractua and operationa mechanisms may
include items such asremedid action schemes (RAS), redispatch services, and rights to restrict
service under pre-existing contracts.

“Control Area’ means, unless otherwise defined in the RTO West Tariff, an eectric
power system or combination of dectric power systems to which a common automatic
generation control schemeis gpplied in order to (1) match, at al times, the power output of the
generators within the electric power system(s) and capacity and energy purchased from entities
outside the dectric power system(s), with the load within the electric power sysem(s); (2)
maintain scheduled interchange with other Control Areas, within the limits of Good Utility
Practice; (3) maintain the frequency of the dectric power system(s) within reasonable limitsin
accordance with Good Utility Practice; and (4) provide sufficient generating capacity to maintain
operating reserves in accordance with Good Utility Practice.

“Converted Rights” meansthe set of Historic Reservation Rights and Financid
Transmisson Options that the Executing Transmisson Owner or other Participating
Transmission Owner receives from RTO West upon the conversion of Pre-Exiging Trangmission
Agreements And Obligations and suspension or termination of such Pre-Exiding Trangmisson

Agreements And Obligations.
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“Dispute Resolution” means that process for resolving disputes set forth in Section 20.

“Electric System” means asingle integrated eectric power grid usudly characterized by
ownership, rentd, lease, control or operation by asingle person or entity. An “Electric System”
conggts of eectric digtribution facilities or transmission facilities, or any combination thereof,
and includes transmission lines, digtribution lines, subgtations, switching stations and all
associated equipment for transmitting or distributing the flow of power. The term “Electric
Sysem” shdl include any devices or equipment by which information is originated on an eectric
system, by which such information is tranamitted and by which such information is recelved
ether for information or for operation of the system.

“Electric Utility” means (1) a“public utility” as defined by the Federal Power Act, (2) a
municipa dectric utility, (3) a cooperative public utility formed under applicable ate law, (4) a
public utility didtrict, (5) a peoples utility digtrict, (6) afedera power marketing agency (7) a
joint operating entity as defined in P.L. 106-273 or (8) apublic utility or utility cooperative
formed under applicable triba law.

“Eligible Customer” means an Eligible Customer as defined in the RTO West Tariff, as
amended from time to time.

“Emergency Measures’ means actions that the Security Coordinator may direct to be
taken in aonorma system conditions to protect the reliability, security and gability of the RTO
West Transmission System but which do not include directives to maintain reserve margins or
increase transfer capability.

“Executing Transmisson Owner” means the tranamisson owner executing this

Agreement and its successors and assgnees.
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“Executing Transmission Owner Rate Schedules’ meansthe Executing Transmission
Owners rate schedules established pursuant to Section 16 and applicable to RTO West's use of
the Transmission Facilities, and for any other services provided by the Executing Transmisson
Owner to RTO West pursuant to this Agreement.

“Federal Power Act” or “FPA” meansthe Federal Power Act, 16 U.S.C. § 824, et seq.,
as amended.

“Federal Rulesof Civil Procedure” shdl have the meaning specified in the RTO West
Taiff.

“FERC” meansthe Federd Energy Regulatory Commission, or any successor thereto.

“Financial Transmission Option” meansafinancid insrument thet gives the holder the
right to receive a credit from RTO West equd to: () the congestion price differentia (within a
specified hour) between its defined withdrawa and injection locations, multiplied by (b) the
megawatt quantity specified in the insrument.

“General Transfer Agreements” means the following agreements and their successors:
(1) Agreement numbers DE-M S79-89BP92383 and DE-M S79-90BP92853 between 1daho Power
Company and the Bonneville Power Adminigration, (2) Agreement number DE-M S79-
85BP91989 between Montana Power Company and the Bonneville Power Adminigtration, (3)
Agreement numbers DE-M S79-79BP90000 and DE-M S79-88BP92436 between Sierra Pacific
Power Company and the Bonneville Power Adminigration, (4) Agreement number DE-M S79-
88BP92287 between Utah Power & Light Company (now PacifiCorp) and the Bonneville Power
Adminigration, (5) Agreement numbers DE-M S79-86BP91970, 14-03-99107, 96M S-95114 and
DE-M S79-90BP93116 between The Washington Water Power Company (now Avista

Corporation) and the Bonneville Power Adminigtration, (6) Agreement numbers DE-M S79-
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82BP90049 and DE-M S79-88BP92458 between PacifiCorp and the Bonneville Power
Adminigration, (7) Agreement number DE-M S79-89BP92384 between Portland General
Electric Company and the Bonneville Power Adminigration, and (8) Agreement numbers 14-03-
37043, 14-03-49101, 14-03-75365 and 14-03-75628 between Puget Sound Power & Light
Company (now Puget Sound Energy) and the Bonneville Power Administration.

“Generation Integration Agreement” meansan RTO West agreement subgtantialy in
the form of the agreement identified as a Generation Integration Agreement and attached asa
sarvice agreement to the RTO Wes Taiff.

“Generation Owner” means athird-party owner of an eectric generation facility
interconnected or to be interconnected with the Electric System of the Executing Transmisson
Owner.

“Good Utility Practice” means any of the practices, methods and acts engaged in or
gpproved by a sgnificant portion of the dectric utility industry during the rlevant time period or
any of the practices, methods and acts which, in the exercise of reasonable judgment in light of
the facts known at the time the decision was made, could have been expected to accomplish the
desired result at a reasonable cost congstent with good business practices, rdiability, safety and
expedition. Good Utility Practice is not intended to be any one of a number of the optimum
practices, methods or acts to the exclusion of al others.

“Historic Transmission Right” means aright to schedule one megawatt of eectric
power and energy over adesignated pair of injection and withdrawa pointsin one direction for a
particular hour. Historic Reservation Rights are limited rights to schedule based on Catalogued

Rights that a transmisson customer of an Executing Transmisson Owner recaives if such
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customer executes an Agreement to Suspend and converts to scheduling rights and Financid
Transmisson Options.

“Independent Operator” means an entity within a Canadian jurisdiction and that
satisfies the independence requirements of Order 2000.

“Initial Participating Transmisson Owners” meansthose Participating Transmisson
Owners specified as such in the recitas to this Agreement.

“Insurance, Indemnification and Limitation of Liability Agreement” meansthe
agreement, the form of which is attached as Exhibit M.

“Inter connected Oper ations Services’ means the generation or load resources which
create the ability to supply Ancillary Services.

“Load Integration Agreement” means an RTO West agreement substantidly in the
form of the agreement identified as a Load Integration Agreement and attached as a service
agreement to the RTO West Tariff.

“Load Service Obligation” means transmission service to loads with repect to which
the Executing Transmisson Owner has alegd obligation to provide such transmission service,

“Market Monitoring Unit” means any divison of RTO West or independent nonprofit
corporation established to carry out amarket monitoring plan for RTO West pursuant to Order
2000.

“Merchant Function” means (1) an eectric wholesae power marketing or dectric retall
sdesdivison of an Electric Utility and (2) an Electric Utility' s Affiliate (as defined in the
Bylaws of RTO West) engaged in wholesale or retall dectric power marketing.

“NERC” means the North American Electric Rdiability Council or its successor
organization.
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“Non-Converted Transmisson Agreement” means Pre-Existing Tranamission
Agreements or Obligations for which firm transmisson rights have not been suspended.

“Non-Converted Transmission Service” means Transmission Service provided by RTO
West to an Executing Transmission Owner in order to satisfy such owner’s obligation asa
transmission provider to provide service under any Pre-Existing Transmisson Agreements or
Obligations, if and to the extent that the firm transmission service rights thereunder have not
been suspended.

“Northwest Power Act” means the Pacific Northwest Electric Power Planning and
Conservation Act, Public Law No. 96-501.

“NRC” meansthe Nuclear Regulatory Commission, or its successor.

“OASIS’ means an open access same-time information system as prescribed by FERC or
any successor or revised system to OASIS prescribed by FERC.

“Operational Control” means the rights of RTO West under this Agreement to direct
the Executing Transmisson Owner to operate the RTO West Controlled Transmisson Facilities
for the purpose of affording comparable nondiscriminatory transmisson access under the RTO
West Taiff meeting gpplicable reiability criteriafor the RTO West Trangmisson System.

“Operational Transmission Capability meansthe rdiability limit of atransmisson path
a any specified pointin time. Operaiond Transmisson Cgpability is avariable quantity,
depending on operating conditionsin the near term as determined by RTO West under operating
and reliability criteriathat are consstent with applicable NERC and WSCC criteria

“Pacific Northwest” means the “Pecific Northwest” as defined in the Northwest Power

Act.
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“Participating Transmisson Owner” means any Transmisson Owner that has executed
a Transmisson Operating Agreement with RTO West, which agreement remainsin effect, as
well as the successors and assignees of such owner.

“Paying Agent Agreement” means the Paying Agent Agreement among RTO West and
the Initid Participating Transmisson Owners, executed concurrently with this Agreement, as
amended from time to time, the form of which is attached as Exhibit L.

“Pending Project List” meansalist prepared by the Executing Transmission Owner and

provided to RTO West within two (2) years of the Transmission Service Commencement Date

and identifying existing RTO West Controlled Transmisson Fecilities that it anticipates
upgrading or adding to in the foreseeable future in order to meet its load service and other
obligations. The Pending Project List shdl include a generd description of the nature of the
planned upgrade or expanson and a project plan of service including project implementation
dates. If the Executing Transmission Owner does not construct an upgrade or expansion
pursuant to the plan of service, as adjusted for any regulatory or environmental assessment
delays, the upgrade or expansion shal be removed from the Pending Project List. The Executing
Trangmission Owner may update the Pending Project Ligt to include a plan of service for any
phased construction erupgradesto-of any new RTO West Controlled Transmission Facilities and
shdl have the same rights with respect to such upgrades or expansons asif they were identified
intheinitid Pending Project Lig.

“Pre-Existing Transmission Agreements” means those firm Transmisson Agreements
with aterm of more than one (1) year or with atermination date no longer than one (1) year from
the Tranamission Service Commencement Date, including those with the merchant function of

the Executing Transmisson Owner, which do not contain an express provison that permits the
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Executing Transmisson Owner’s tranamission provider to unilaterdly convert the tranrsmission
services offered thereunder to RTO West Transmission Services other than Non-Converted
Trangmission Service, and remain in effect immediately prior to the Transmisson Service
Commencement Date. Such agreements shdl include, without limitation, the 1964 or 1997
Pecific Northwest Coordination Agreements, or their successors, and arrangements pursuant to
the Columbia River Tresty.

“Pre-Existing Transmission Agreements And Obligations” means those Transmisson
Agreements and Load Service Obligations, including those with the merchant function of the
Executing Transmission Owner, in effect immediately prior to the Transmisson Service
Commencement Date.

“Remedial Action Scheme” means protective sysemsthat typicaly utilize a
combination of status and quantity detectors, conventional protective relays, computer-based
processors or other logic devices, telecommunications, and the eectric generation facilities,
loads and other facilities that may affected, to accomplish rapid, automated response to
unplanned power system events.

“Reservation Rights” means the right to schedule one megawait of dectric power and
energy over apair of injection and withdrawa pointsin one direction for a particular hour. There
are two types of Resarvation Rights: Historic Reservation Rights and Unrestricted Reservation
Rights.

“Rollover Rights” meanstheright to extend a Pre- Exidting Tranamisson Agreement for
the extension period selected by the holder of rights under such agreement, subject to the right-
of-firg-refusal limitations as set forth in section 2.2 of FERC' s prescribed form of Open Access

Trangmisson Taiff.
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“RTO West Arbitration Committeg’ shdl have the meaning specified in section 5.14
of the Bylaws of RTO West.

“RTO West Board of Trustees’ shdl have the meaning specified in the Bylaws of RTO
West.

“RTO West Controlled Transmission Facilities’ means those Transmisson Facilities
gpecified in Exhibit D, which are those Tranamisson Facilities over which RTO West shall
exercise Operationa Control. Unless FERC gpproves an exception, the Transmission Facilities
specified in Exhibit D shdl include dl facilities that have amaterid impact on RTO West's
ability to execute its congestion management function. A facility shdl be deemed to have a
materid impact on ability to manage congestion if remova of the facility would cause system
transfer capability to become insufficient to support the transmission rights managed by RTO

West.

The dlassfication of the low-voltage 9de of atransformer shal determine whether such
transformer shall be included in Exhibit D, and substation facilities related to a transformer shdll
beincluded in Exhibit D if the trandformer isincduded in Exhibit D. The Executing
Transmisson Owner shdl not be required to include in Exhibit D those Transmisson Facilities

that are radial to load.!

“RTO West Controlled Transmission System’” meansthe RTO West Controlled
Transmisson Facilities plusthe RTO West Controlled Transmisson Facilities as specified in dll

other Transmisson Operating Agreements with Participating Transmisson Owners.

1 Further work on this definition is needed to make sure that transmission facilities that are intended to be

designated as “Class B” (permitted to beincluded for pricing purposes but not subject to Operational Control) are
not brought within the sweep of required RTO West Controlled Transmission Facilities.
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“RTO West Critical Control Facilities” means those protective relay systems,
Remedid Action Schemes and other facilities specified in Exhibit E for which RTO West
reasonably requires more direct control in order to meet applicable NERC and WSCC reliability
criteria, while maintaining the Totad Transmisson Capability of the RTO West Controlled
Transmisson Facilities. RTO West and the Executing Transmisson Owner dso may by mutud
agreement include any additiond facilitiesin Exhibit E as RTO West Criticad Control Facilities.
Such more direct control shdl be specified in Exhibit E and may include automatic contral,
supervisory control or other forms of manua control including verbd direction.

“RTO West Dispute Resolution Provisions” means the provisons of Section 20 of this
Agreement.

“RTO West Tariff” meansthe tariff for the provision of Transmisson Servicesby RTO
Weg, including Ancillary Services, as accepted for filing or gpproved by FERC.

“RTO West Transmission System” meansthe Tranamisson Fadilities, plusthe
“Trangmisson Fadilities” as set forth in dl other Transmission Operating Agreements with
Participating Transmisson Owners.

“RTO West Web Site” means an internet site through which RTO West will make
available to market participants transmission system data, system demand data, system
conditions, auction data, aggregated market data and other information as defined by RTO West.

“Scheduling Coordinator” means an entity certified and authorized by RTO West to
submit schedules of transmission service and Ancillary Services on RTO West- Controlled

Transmission Facilities on bendf of digible customers under the RTO West Taiff.
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“Scheduling, System Control and Dispatch Services’ means* Scheduling, System
Control and Dispatch Services’ as defined in the FERC pro forma open access transmission
tariff, as amended from time to time.

“Security Coordinator” means an entity carrying out the duties of a* Security
Coordinator” as described in the WSCC document “WSCC Regiona Security Plan.”

“Self-Provision” means provision by a Scheduling Coordinator of eectric generation
capacity or contracts for use of such eectric generation capacity for deployment by RTO West to
meet RTO Wedt's obligations to provide Ancillary Services. Sdf-Provison shdl reduce the
Scheduling Coordinator’s obligation to pay the RTO West charges for Ancillary Services
provided to it in the amount of eectric generation capacity so provided.

“Self-Tracking” means the use by a Scheduling Coordinator of eectric generation
capacity it controls or contracts for to reduce or diminate its obligation to acquire Ancillary
Services requirements from RTO West. Sdf- Tracking Scheduling Coordinators must match
electric generation to load within an RTO West defined time standard.

“State” meansthe politica subdivison of the United States[in which the Transmisson
Facilities of one or more Participating Transmission Owners are located]. In the event that a
Canadian transmission owner executes a Transmission Operating Agreement with RTO Wegt, a
reference to a gtate in Section 6.11 shdl include a province in which the Canadian transmission
owner’stransmisson system islocated.

“Stranded Costs” means any amounts charged by a Participating Transmisson Owner to
RTO West pursuant to Section 16.4 (1) for the recovery of power costs that the Participating
Transmisson Owner is unable to fully recover through its revenues for the sde of power or (2)

for the recovery of any costs the Executing Transmisson Owner is dlowed by FERC to charge
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loads that reduce or eliminate their purchases of power from the Executing Transmission Owner
or that reduce or diminate their contributions to paying for any portion of the Electric System of
the Executing Tranamission Owner.

“Total Transmisson Capability” represents the reiability limit of atransmisson path.
It isaquantity representing forecasted conditionsin the long term as determined by RTO West
under operating and rdliability criteriathat are consstent with gpplicable NERC and WSCC
criteria

“Transfer Charge Adjustment” means the adjustment to Transfer Charges described in
Exhibit H.

“Transfer Charges’ meansthose chargesto be paid to or received from other entitiesin
connection with the sugpension of Pre-Exiging Tranamisson Agreements And Obligations.
[Unless agreed otherwise by the Executing Transmisson Owner and itstransmisson
customer ] the Transfer Charge shdl equd the amount of money (or the internd credit) thet the
Executing Transmission Owner received for services provided under the Pre-Exiding
Agreements And Obligations during the Reference Y ear, adjusted, if gpplicable, for unit costs as
st forth in Exhibit H. As Transfer Charges are established by other Participating Transmission
Owners, RTO West shdl st forth such Transfer Chargesin Exhibit H and provide the Executing
Transmisson Owner with arevised copy of such Exhibit H. Transfer Charges for a Participating
Trangmission Owner may include amounts receivable from the Participating Transmission
Owner’s Merchant Function. [BRACKETED LANGUAGE STILL UNDER
CONSTRUCTION]

“Transmisson Adequacy Standards” means standards developed by RTO West with

the input of the Participating Transmisson Owners that ensure that the RTO West Controlled
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Transmisson System-Fadilities can deliver required power to the aggregete of Participating
Transmisson Owners Company Load irrespective of the cost of power and congestion costs.
Such standards shdl be consstent with industry standards regarding liability.

“Transmission Agreements” mean any agreements between the Executing Transmission
Owner and any party other than RTO West that cdl for the Executing Transmission Owner to
provide or to receive transmission services using any portion of the RTO West Tranamission
System.

“Transmission Customer” means a Transmisson Customer as defined in the RTO West
Tariff, as amended from time to time.

“Transmission Facilities” means those tranamisson fadilities identified in Exhibit B to
this Agreement. The Trangmisson Facilities shdl indude a least dl of the Executing
Transmisson Owner’s transmission facilities that meet the definition of RTO West Controlled
Trangmission Fadilities. The Transmission Fadilities shdl not include generation-integration
transmisson fadilities.

“Transmission Facility Cost Sharing Payments” means payments relating to an RTO
West cogt dlocation made pursuant to the RTO West Tariff. RTO West shall adlocate costs
when RTO West has arranged for the construction of upgrades or expansions to the RTO West
Transmisson System or when RTO West, congstent with its Bylaws, has implemented
dternatives that avoid the congtruction of such upgrades or expansions to ensure transmission
adequacy. RTO West shdl dlocate the costs of such upgrades, facilities or dternatives equitably
among the Company Loads that benefit from the upgrade, facility or dternative. RTO West may
alocate costs in response to requests by entities constructing upgrades or expansion to the extent

they avoid the need for an Executing Transmisson Owner to upgrade or expand its facilities to
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satisfy RTO West Transmission Adequacy Standards as determined by RTO West after notice
and opportunity for a Participating Transmisson Owner to take action to satisfy such standards.
The cost of such upgrades, facilities or dternatives shdl be dlocated equitably among the project
sponsor and the benefiting Participating Transmission Owners; provided that a benefiting
Participating Transmisson Owner shal not be alocated an amount greater than the cost of the
avoided upgrade or expansion.

“Transmission Operating Agreement” meansthis Agreement, including dl exhibits
hereto, and any agreement or combination of agreements creating rights and obligations for a
transmisson owner Smilar to the rights and obligetions cregted by this Agreement, including dl
exhibits hereto. Any such agreement, including exhibits thereto, shal be consdered a
Transmisson Operating Agreement, even if some of the rights and obligations created therein
differ in materia respects from those of this Agreement, including al exhibits hereto.

“Transmission Service Commencement Date” means the date that RTO West
commences its provison of Transmission Services and Operationa Control over the RTO West
Transmission System, pursuant to the notice specified in Section 6.3.2.

“Transmission Services’ means al those transmission services, as st out in the RTO
West Tariff, which shdl incdlude dl transmission services that the Executing Transmisson
Owner otherwise would be required by FERC to provide. Asused in this Agreement, the term
“Trangmisson Services’ shdl not include “Ancillary Services”

“Transmission System Emergency” means an urgent event or condition affecting the
RTO West Trangmisson System that, in the determination of RTO West, has resulted in or

creates an impending threet of one or more of the following:

Exhibit Page 18 - RTO WEST TRANSMISSION OPERATING AGREEMENT

ATTACHMENT A
Portind3-1369014.13 0019436-00135



@ serious injury to human hedth or safety (provided, however, that interruption of
transmission service to any load that RTO West or any other party has afirm obligation to serve
shdl not in itsdf necessarily be deemed to create a serious and impending threat of injury to
human hedth or safety); or

(b) serious physica damage to dements of the RTO West Transmisson System or
any Electric System interconnected with the RTO West Tranamisson System; or

(© unintended interruption(s) of transmission Service across one or more major
transfer paths. (1) within the RTO West Tranamission System or (i) within any other
transmission system that is directly or indirectly interconnected with the RTO West
Transmisson System; or

(d) deviaion(s) in frequency or voltage that, if uncorrected, will lead to the loss (by
operation of protective relay equipment) of critica elements of the RTO West Transmisson
System or of any other transmisson system that is directly or indirectly interconnected with the
RTO Wes Transmission System.

“Uncontrollable Force” means any act of God, |abor disturbance, act of the public
enemy, war, insurrection, riot, fire, storm or flood, earthquake, explosion, accident to or
breskage, failure or mafunction of machinery or equipment, any curtailment, order, regulation or
restriction imposed by governmenta, military or lawfully established civilian authorities (other
than (1) RTO West or (2) the Executing Transmission Owner, if the Executing Trangmisson
Owner isafederd power marketing administration, municipal corporation or other federd, tribal
or state governmenta entity or subdivison thereof), or any other cause beyond a Party’s
reasonable control and to the extent without such Party’ s fault or negligence. Economic hardship

shdl not congtitute an Uncontrollable Force under this Agreement.
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“Unrestricted Reservation Right” means an assgnable and tradeable right to schedule
one megawatt of eectric power and energy over any pair of injection and withdrawa pointsin
onedirection for aparticular hour. Unrestricted Reservation Rights are sold by RTO West in
gtrips of the same quantity of megawatts each hour for one hour, one day, one week, one month,
one year, or such other time period as RTO West shall determine.

“Voltage Support Service” means Ancillary Service needed to maintain acceptable
voltage levels on the RTO Wes Transmission System and to meet reactive capacity
requirements at points of interconnection on the RTO West Transmission System.

“Willful Misconduct” means an action taken or not taken by a Party, which actionis
knowingly or intentionally taken or falled to be taken, with intent that injury or damage would
result there from or which action iswantonly reckless. Willful Misconduct does not include any
act or fallure which isinvoluntary, accidental, negligent or grosdy negligent.

“WRTA” means the Western Regiona Transmission Association or its successor
organizetion.

“WSCC” means the Western System Coordinating Council or its successor.
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EXHIBIT B

TRANSMISSION FACILITIES
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EXHIBIT C

PRE-EXISTING TRANSMISSION AGREEMENTS
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EXHIBIT D

RTO WEST CONTROLLED TRANSMISSION FACILITIES
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EXHIBIT E

RTO WEST CRITICAL CONTROL FACILITIES
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EXHIBIT F
CATALOGUED TRANSMISSION RIGHTS
[Note: Thedescription of Catalogued Transmission Rights shall be asdescribed in the

applicable Congestion Management Proposal, Attachment __ to the Stage 2 Filing L etter ]
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[The December 2000 Company Rate Exhibit isreplaced by the proposal below. This

Exhibit isawork in progress and the L awyer s Committee has not reviewed this Exhibit.]

EXHIBIT G

COMPANY RATES

The Company Rate to be included in RTO West' s charges to the Executing
Transmission Owner’s Company L oads during the Company Rate Period shdl be caculated
pursuant to the fallowing formula:

Company Rate = (Company Costs +/- Transfer Charges +/- Transmission Facility Cost
Sharing Payments- Transmission Reservation Fee Revenue Allocation — Revenues from
Non-Converted Contracts + Transmission Reservation Fee Paymentsfor load service) /

(Company Billing Deter minants);

Each Participating Transmission Owner shal be alocated Transmisson Resarvation Fee revenue
equa to thesum of :

(2) All Transmission Reservation Fee revenue paid by the Participating Transmisson
Owner’ s effiliate(s) for transmission that could have been provided entirely by the
Participating Transmisson Owner’s system; plus

(2) Thelower of Transmisson Reservation Fee or the Company Rate applied to reservations
for newly integrated loads and regiona load decting to take incrementd tranamission

under the TRF and connected to the PTO’s system.
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(3) Thedlocation of the remaining Trangmisson Reservation Fee for service to newly
integrated loads and regiona |oad electing to take incrementa transmission under the
TRF after subtracting the amount of revenuesin (2) above (that is, the TRF directly
assgned to PTO swhere the load is being served). Thisthird alocation will not include
the PTO who received direct dlocation in (2) and will be the owners relive share of the
um of:

a. Reference year revenues from the sdle of short-term and nonfirm transmission to
entities other then affiliate(s); plus

b. Theamount, if any, by which actud long-term contract revenues (Transfer
Charge revenues and NonConverted Transmisson Agreement revenues) are less
than reference year long-term contract revenues. (The reference year shdl bethe
last full calendar year prior to RTO West operation.)

(4) Totd Transmission Resarvation Fee revenue remaining after dlocation to the
Participating Transmisson Owners under (1), (2) and (3) multiplied by the Participating
Transmisson Owner’ s relative share of the sum of:

a. Reference year revenues from the sde of short term and nonfirm transmission to
entities other than &ffiliate(s); plus

b. Theamount, if any, by which actud long term contract revenue (Transfer Charge
revenues and Non-Converted contract revenues) are less than reference year long

term contract revenue.

The reference year shdl bethe last full calendar year prior to RTO West operation.
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The Tranamission Resarvation Fee Allocation will be forecasted for setting the initid Company
Rate. Thereafter, the Company Rate will be adjusted automaticaly to reflect actud

Transmisson Resarvation Fee Allocation.
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[The December 2000 Annual Transfer Charge Amounts Exhibit isreplaced by the proposal
below. ThisExhibit isawork in progress and the Lawyers Committee has not reviewed
this Exhibit.]

EXHIBIT H

ANNUAL TRANSFER CHARGE AMOUNTS

The Executing Transmission Owner agrees that for purposes of cadculating Company
Rates, the Transfer Charges set forth herein and gpplicable to the Executing Transmisson Owner
shdl be applied by RTO West when and if the associated agreements are converted to RTO West
Transmisson Use Service, for the term of the pre-exigting agreements This Exhibit H will be
revised to include any additiond Long-Term Agreements arranged prior to RTO West
operations.

Participating Transmisson Owner — Bonneville Power Administration

A. Transfer Charges recelvable from:
D Electric Utility A

@ Long-Term Whedling Revenues [Note: Amountslisted will include the total of
all such Long-Term wheding received revenues from the Electric Utilitiesand from its
affiliates.]

(list agreement, duration and amount)

(2)  Electric Utility B, etc.
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B. The Bonneville Power Administration does/does not eect for the Transfer Charge
adjugment provisons of this Exhibit H to gpply to al Transfer Charges st forth above (other
than those Transfer Charges identified above as nonadjustable under gpplicable Pre-Exiding
Transmisson Agreements).

[Repeat the same listingsfor every potential Participating Transmission Owner with
Transfer Chargerightsor obligations, including Canadian entities and Electric Utilities

served under Company Rates of Participating Transmisson Owners|]

Trandfer Charge adjustment: If a Participating Transmisson Owner has eected not to gpply the
Trandfer Charge adjustment, its Transfer Charge entitlements as shown above throughout the
Company Rate Period shdl be the amounts as stated in this Exhibit H. If a Participating
Transmisson Owner has dected to gpply the Transfer Charge adjustment, upon any filing of a
Company Cost change (subsequent to the initid Company Cogt filing), RTO West shdl
determine the increase or decrease in such Participating Transmission Owner’s unit transmission
costs, based on such Participating Transmisson Owner’s actud transmission costs during a
higtorica period and pursuant to aformulato be determined by RTO West and to be specified in
an amendment to the RTO West Tariff. Changes to such Participating Transmisson Owner's
unit transmisson cogts shdl reflect, among other items, Tranamisson Reservation Fee
Allocation and changes in Pre-Exigting Contract revenues and Transfer Charges. Such unit cost
percentage increase or decrease shdl be applied to adjust dl Transfer Charges specified in this
Exhibit H as owed to such Participating Transmission Owner, other than those Transfer Charges

identified above as non-adjustable under applicable Pre-Existing Transmisson Agreements.
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EXHIBIT |

TRANSMISSION RESERVATION FEE

Payment of the Transmisson Reservation Fee provides Unrestricted Reservation Rights to
schedule between any pair or pairs of injection and withdrawal points on the RTO West Grid up
to the quantity purchased for the time period purchased. All schedules must be either (1) based
on Non-Converted Contracts and load Serving Obligations, (2) accompanied by Historic
Resarvation Rights; or (3) Accompanied by Unrestricted Reservation Rights.  Loads within
RTO west may have any combination or the three but the sum of dl three must equd the entire
load obligation. Unredtricted Reservation Rights will be made available on an unlimited basis by
RTO West hourly, daily, weekly, monthly, and annua blocks. Unredtricted Reservation Rights
of may be remarketed.

A. Annud :

Higher of Company ratefor loadsor:  Sum of PTOs Annua Company Cods x

0.9

Total 12 CP Loads plus Exports

B. Monthly Service

Higher of Company rate for loadsor:  Sum of PTOs Company Costs x 0.93
[(Tota 12 CP Loads plus Exports) x 12 months)

C. Weekly Service:

Higher of Company rate for loadsor:  Sum of PTO's Company Costs x 0.97
[(Totd 12 CP Loads plus Exports) x 52 weeks]

Exhibit Page 31 - RTO WEST TRANSMISSION OPERATING AGREEMENT

ATTACHMENT A
Portind3-1369014.13 0019436-00135



D. Daily Service

Higher of Company rate for loadsor:  Sum of PTOs Company Costs
[(Total 12 CP Loads plus Exports) x 365 days)

E. Hourly Service

Higher of Company rate for loadsor:  Sum of PTOs Company Costs
(Tota 12 CP Loads plus Exports) x 8760 hours

The 12 CP loads are the sum of the average monthly coincidental pesk loads for dl the
PTOs Company Loads. Exports are the sum of the RTO West average monthly coincidenta
peak exports. Exportsinclude all power scheduled to withdrawd points outsde the RTO West
sarvicearea. The Tranamisson Reservation Fee for the first year of RTO West operations shall
be based on the Company Costs and 12 CP Loads used to caculate the PTOs Company rates. If
aPTO's Company Billing Determinant is not based on 12 CP loads, then it will supply datato
RTO west to caculate 12 CP Company Loads.
RTO West will adjust the Transmisson Reservation Fee annudly to reflect any changesin the

FERC-gpproved revenue requirements for participating owners and any changesin

the actud total 12 CP loads within RTO West plus actud exports.
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EXHIBIT J

GRID MANAGEMENT CHARGE

[Thisexhibit is not yet developed]
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EXHIBIT K

FORM OF AGREEMENT TO SUSPEND PROVISIONS OF PRE-EXISTING

TRANSMISSION AGREEMENTS
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EXHIBIT L

FORM OF PAYING AGENT AGREEMENT
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EXHIBIT N
[Agreementsfor Puget Sound Energy and Portland General only:

Certain Digtribution Facilities]

[This exhibit is not yet devel oped]
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