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UNITED STATESOF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSI ON
Avigta Corporation,
Bonneville Power Adminidration,
Idaho Power Company,
The Montana Power Company, Docket No. RT01-35-005
Nevada Power Company,
PecifiCorp,
Portland Generd Electric Company,
Puget Sound Energy, Inc.,

Sierra Pacific Power Company

U.S.FILING UTILITIES REQUEST FOR LEAVE TO FILE ANSWER
AND ANSWER TO PROTESTSAND COMMENTS
FILED IN RESPONSE TO RTO WEST STAGE 2FILING

Pursuant to Rule 213 of the Rules of Practice and Procedure of the Federd Energy
Regulatory Commission (the “Commisson”), 18 C.F.R. § 385.213 (2001), Avista
Corporation (“Avigd’), the Bonneville Power Adminigration (“Bonneville’), 1daho
Power Company, Nevada Power Company, NorthWestern Energy, L.L.C.
(“NorthWestern,” formerly The Montana Power Company), PacifiCorp, Portland Generd
Electric Company, Puget Sound Energy, Inc., and Sierra Pacific Power Company
(referred to collectively in thisfiling as the “filing utilities”) submit this Request for

Leaveto File Answer and Answer to Protests and Comments Filed in Responseto RTO
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West Stage 2 Filing. Thefiling utilities request waiver of Rule 213 to the extent it would
otherwise prohibit an answer to protests and comments.
A. Introduction.

On March 29, 2002, the filing utilities, joined by British Columbia Hydro and
Power Authority, a nonjurisdictional Canadian utility, submitted to the Commission a
Stage 2 Filing and Request for Declaratory Order Pursuant to Order 2000, in accordance
with Rule 207(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
8 385.207(a)(2) (2001) (the “Stage 2 Filing”). The Commission issued notices related to
the Stage 2 Filing that, taken together, permitted interested partiesto file interventions
and protests in response to the Stage 2 Filing by no later than May 29, 2002. A
ubstantial number of parties submitted interventions, protests, or comments (or a
combination of the foregoing) as permitted by the Commission’s notices® Thefiling
utilities submit the information st forth below to aid the Commissoninits
understanding and resolution of the issues presented in certain of the protests and

comments?

1 Attachment A to thisfiling contains an index of all of the interventions, protests, and comments
submitted to the Commission in response to the Stage 2 Filing. Attachment A also includes shortened
references for each of these submissions and the parties filing them. For convenience and readability, the
parties and their submissions are referred to throughout thisfiling by their shortened references.

2 Thefiling utilities note that the WUTC and Albertaincluded in their commentsiin this docket
statements highlighting the importance of appropriately resolving tort liability issues as they affect RTO
West and its Participating Transmission Owners. The filing utilities have emphasized the urgency of this
issue from the outset of the Commission’s proceedingsin Docket No. RT01-35. Theissue of tort liability
iscurrently active before the Commission in several other dockets as well, including RM 02-1-000
(Standardization of Generation Interconnection Agreementsand Procedures), RM01-12-000 (Electricity
Market Design and Structure), and, most recently, the Midwest | ndependent System Operator’s (the
“MI1SO”) tariff application to the Commission in Docket No. ER02-2033-000, filed June 5, 2002. The
filing utilitiesintend to intervene in Docket No. ER02-2033-000 in support of comprehensive liability
protections and to place any materialsthey file in the MISO docket into the RTO West docket as well
because the matters before the Commission in the MISO’ s tariff application also have great significance for
the RTO West proposal.
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B. Request for Waiver.

Thefiling utilities recognize that the Commisson’s rules do not dlow answversto
protests. 18 C.F.R. § 385.213(a)(2) (2001). In certain Situations, however, and for good
cause shown, the Commission has permitted such answers when they “ darify the issues
and aid [the Commission] in the decisional process”® Thefiling utilities bdieve this
answer will assst the Commission in its deliberations and that good cause exigts to waive
the rule prohibiting answers® Accordingly, the filing utilities request the Commission
grant waiver and acoept thisfiling.

C. Answer to Certain Protests and Comments.

1. Independence of RTO West.

Some intervenors argue that the RTO West proposa does not satisfy the
independence requirement of Order 2000 because the RTO West Transmission Operating
Agreement (the “ Transmission Operating Agreement”) reserves too many rights and
decisonsfor Participating Transmisson Owners® Others parties cite specific provisions

of the Transmission Operaing Agreement that they believe are overly redtrictive. Some

3 See, eg., Order Granting, with Modification, RTO West Petition for Declaratory Order and
Granting TransConnect Petition for Declaratory Order, 95 FERC 61,114 at 61,323 (2001).

* Thefiling utilities have not attempted to respond to every intervenor’s argument with which
they disagree or to correct every erroneous assertion. The absence of afiling utility responsein this answer
should not be interpreted as acquiescence to the views expressed in any of the protests and comments filed
in Docket No. RT01-35-005. Rather, the filing utilities have attempted to focus their responses on areasin
which they believe additional information or clarificationswill be most helpful to the Commission.

° See, e.g., PIO Protest at 11-12; UAMPS Comments at 5-16; NWEC Protest at 8-10.
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of the cited provisions relate to core elements of the RTO West proposdl, such asthe
provisions implementing the pricing proposal for the Company Rate Period.®

These and amilar arguments gppear to urge that the Transmisson Operating
Agreement should operate as a one-way contract — that it should bind Participating
Transmission Owners’ but should alow RTO West the freedom to amend the agreement
asit seesfit. Thisisnot reasonable. The Transmisson Operating Agreement reflects a
painstaking process of developing provisons that will empower RTO West to carry out
its fundamenta purposes under Order 2000 while providing appropriate certainty and
protection to the owners of the billions of dollars worth of assets with which RTO West
will be entrusted. The provisons of the Transmisson Operating Agreement have been
crafted with careful attention to competing considerations and interests that must be
addressed if RTO West isto receive necessary support from stakeholders and those with
regulatory and decisionmaking power over various members of the filing utility
codition.

Each of thefiling utilities, whether an investor-owned utility, afederal power
marketing agency, or a Crown corporation of the province of British Columbia, is subject
to legal dutiesthat require it to exercise gppropriate stewardship over itstransmisson

asets Thefiling utilities mugt be mindful of the cogts they incur that they passon to

6 See, e.g., Duke Protest at 4-5 (citing Transmission Operating Agreement Section 16.2); UAMPS
Commentsat 7-11 (citing Transmission Operating Agreement Sections 16.1, 16.3, and 17 and suggesting
that these sections give Participating Transmission Owners too much control over rate design).

" Infact, at least oneintervenor argued that the Commission should deny the Participating
Transmission Owners the ability to exercise reasonable termination rights. See Duke Protest at 5-6, citing
Transmission Operating Agreement Section 2.3. These termination provisions are not only reasonable, but
the Transmission Operating Agreement provides elaborate provisions to ensure that a Participating
Transmission Owner that exercises termination rights does not disrupt RTO West’ s ability to provide
transmission service. (See, e.g., Transmission Operating Agreement Sections2.4.1, 2.4.2, and 2.6.)
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ratepayers. It would irrespongible to voluntarily enter into atransaction with
consequences as far-reaching as those resulting from execution of the Transmission
Operating Agreement without requiring that the fundamenta terms be clear and
dependable.

Many dements of the Transmission Operating Agreement are particularly
important to Bonneville's participation in RTO West.2 As expressed in a February 26,
1998 opinion of the Department of Energy’ s Office of Generd Counsd, Bonneville may
not entirely delegate respongbility for its statutory, contractud, and treety obligations
and responghilitiesto anonfedera entity. Bonneville must establish performance
Sandards to ensure that its obligations and responsbilities are implemented by RTO
West and must retain the authority to withdraw its participation if RTO West failsto
carry out these obligations and responghbilities. Bonneville maintains that these
requirements must be established in contractuad form. Including them in atariff thet
could be modified by RTO West would not be acceptable.

Of necessity, the Transmisson Operating Agreement does, to a degree, congtrain
the discretion of RTO West to take whatever course of action concerning a Participating
Trangmisson Owner’s assets it may seefit to take. Thisisthe nature of a contract — it
binds a party to do what it would have the freedom not to do in the absence of the
contract. The provisons of the Transmission Operating Agreement are appropriate for

their purposes, and they are necessary to provide reasonable protection of the legitimate

8 See Supplemental Compliance Filing and Request for Declaratory Order Pursuant to Order 2000,
filed with the Commission in Docket No. RT01-35-000 on October 23, 2000, at 46-51. Provisions
designed to facilitate Bonnevill€' s participation in RTO West are interspersed throughout the Transmission
Operating Agreement. Some of these provisions specifically refer to Bonneville, while others do not.
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interests of the Participating Transmission Owners, and the ratepayers, shareholders,
regulators, and other bodies to which they are answerable®

Conversdy, some commenters have suggested that the Transmission Operating
Agreement does not require enough of RTO West. They urge that it be amended to add a
duty of the parties to operate in the public interest.® Thefiling utilities bdlieve such a
provison is unnecessary. RTO West isanonprofit corporation formed to permit creation
of aregiond transmisson organizetion (*RTO”) that will meet the Commisson’s
applicable requirements!! The Commission has acknowledged that its approval of any
proposals under section 203 or 205 of the Federad Power Act will require a Commission
finding that the formation of an RTO isin the public interest. Pub. Util. Dist. No. 1 of
Shohomish County, WA v. FERC, 272 F.3d 607, 618 (D.C. Cir. 2001). Once RTO West
becomes operational, the Commission will have continuing jurisdiction over RTO Wes.
The Commission has anpleinvestigatory powersif it appears that the public interest is
not served by RTO West’s manner of operation. The Commission dso has the ability to

remedy complaints that RTO West is not operating in compliance with the Federad Power

° Some intervenors complain that there are terms in the Transmission Operating Agreement that
they believe should be in the RTO West tariff so that thetermswill apply to all partiesequally. See, e.g.,
Truckee Comments at 5; NW | PP Protest at 18; Alcoa Protest at 7-8. Theinclusion of provisionsin the
Transmission Operating Agreement that will need to be implemented through the RTO West tariff isnot an
attempt to obtain preferential treatment for Participating Transmission Owners. Although the Participating
Transmission Owners must assure themsel ves through the Transmission Operating Agreement that these
commitments from RTO West will be kept (see, e.g., Transmission Operating Agreement Sections 8.2,
8.3.2, and 10.1), RTO West, like any Commission-jurisdictional transmission provider, will have alegal
obligation to provide nondiscriminatory service. Accordingly, whatever protections apply under the
Transmission Operating Agreement to Participating Transmission Ownersin their relationshipsto RTO
West as customers will also apply under the RTO West tariff to RTO West’ s other transmission customers.

10 see, e.g., ATNI Protest at 15-16; NWEC Protest at 6-7; PIO Protest at 12-13.

1 See RTO West Bylaws, filed as Attachment C to Stage 2 Filing, at Article 111
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Act. Thefiling utilities believe the Commission’s Federa Power Act authority is
sufficient to protect the public interest asit is affected by RTO West' s operations.*

2. Fadilities Indusion Issues.™

As explained in Section C.1 above (and as noted in the Stage 2 Filing),** the
entire Transmisson Operating Agreement has been carefully crafted to strike afar and
workable balance among competing objectives and interests. Central among the relevant
congderations are thefiling utilities' efforts to develop a proposa that they believe could
support necessary state commission gpprovas. The Stage 2 gpproach to facilities
incluson is no exception.

Asthe Commission is aware, many states are concerned about how the formation
of and transfer of assets or operationa control to RTOs might affect the quaity and cost
of serviceto retall customers, and affect state commission regulatory prerogetivesin
generd. Some commenters urge that the Commission require the filing utilities to place

under RTO West's operational control al facilities used for wholesde service™® Thisis

12 1t should al'so be noted that the filing utilities have provided in the Transmission Operating
Agreement that RTO West will comply with various statutes governing the Participating Transmission
Owners' conduct. Transmission Operating Agreement Sections 6.9, 13.1, 13.2, and 13.3. To the extent
that the public interest is defined in laws or regulations, all parties to the Transmission Operating
Agreement will be obligated to comply.

13 Bonneville does not join in this section of thefiling. Asis evident from some protests and
interventions submitted in response to the Stage 2 Filing, there are partiesin the region, particularly
customers of Bonneville, that are not yet satisfied with the RTO Wes facilitiesinclusion proposal.
Bonneville neverthel ess encourages the Commission to enter atimely order on the Stage 2 Filing.

14 Filing letter to Stage 2 Filing at 6, 17-19.

15 See IEA Protest (asking that “all the facilities over which power is delivered [which includes
distribution] be classified as transmission and placed under the control of the RTO,” id. at 6; and requesting
that “ all wholesale transmission facilities . . . regardless of voltage level, be included under the control of
RTO West,” id. at 9 (emphasisin original)); NRU Protest at 24-25 (requesting that all facilities used to
serve Bonneville customers under General Transfer Agreements [which includes distribution facilities] be
placed under the RTO’ s operational authority). Others proposed similarly unworkable solutions. See, e.g.,
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unworkable. With many of thefiling utilities' systems, thereis no way to make a
rationa, consgstent distinction between distribution facilities over which wholesale
deliveries are made and those that are used exclusvely for retal ddiveries. (Seethe
Dedlaration included as Attachment B to thisfiling, which explains why asmpligic
solution urged by some intervenors will not work.) The practical effect of placing dl
facilities used for wholesde service under the RTO's operationd control would be one of
two dternatives (1) to hopelesdy bakanize many filing utilities delivery systems,
including locdl transmisson and digtribution (with the corresponding prospect of
“duding” standards, regulation, and pricing applicable to essentidly identica facilities,
depending on which customers they serve) or (2) to effect a complete transfer to federa
regulatory jurisdiction of entire filing utilities ddivery systems, indluding digtribution.
Neither of these results is acceptable to the investor-owned filing utilities because both
dternatives would materialy impede their ability to provide cost-effective loca service
to retail loads. These dternatives are also unlikely to be acceptable to the sate
commissons with regulatory jurisdiction over investor-owned filing utilities retail
services.

The facilities proposd included in the Stage 2 Filing provides RTO West with the
operationd authority it needs to fulfill al of the characteristics and functions required by
Order 2000. It goes further and empowers RTO West to provide wholesale service to
eligible cusomers across any part of the filing utilities eectric systems, regardless of the

affected facilities primary function or voltage levd.

Duke Protest at 10, 12; PNGC Protest at 10, 14-15; Truckee Comments at 7; UAMPS Comments at 3-4, 20,
33
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3. Issues Related to RTO West Planning Authority.

Some intervenors have urged the Commission to withhold its approva of the
RTO West proposa because, they dlege, the Stage 2 Filing does not provide enough
detall concerning the manner in which RTO West will carry out the required
characteristics and functions of Order 2000.'® One example cited for this proposition is
the manner in which RTO West would alocate costs when it exercises its planning and
expansion “backstop” authority.*’

The planning and expanson authority of RTO West described in the Stage 2
Filing is, in fact, adequate to meet the requirements of Order 2000.18 Thefiling utilities
acknowledge, as does the Stage 2 Filing, that additiond details will be needed before
RTO West becomes operationd. Thisisnot fatd to the filing utilities declaratory order
request, however. The Commission itsaf has recognized the complexity of cost recovery
related to upgrades and expansions of the transmission grid, and the need for additiona
input and analysis from industry participants and stakeholders.®® The governing principle
of cost dlocation for RTO West backstop planning and expansion is clear and congstent
with Commission policy: those who benefit should pay.

A number of intervenors dso criticized the limitations on RTO West' s ahility to

implement non-wires solutions to the need for grid upgrades or expansions?® The

16 See, e.g., MCC Protest at 1-5; WUTC Comments at 19-21.
17 See, e.g., NWPPC Comments at 6-7; Oregon Comments at 3.
18 Seefiling letter to Stage 2 Filing at 52-55 and Attachment | to Stage 2 Filing.

19" See Working Paper on Standardized Transmission Service and Wholesale Electric Market
Design, Docket No. RM01-12-000 (notice issued March 15, 2002), at 1, 7-10, 21.

20 5 NWEC Protest at 11-13; PIO Protest at 19-21.
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Commission has addressed thisissue in other proceedings in a manner that supports the
RTO West proposal.  Specificaly, the Commission has accepted the Midwest 1SO
protocols for planning and expansion.?* Under the planning and expansion provisions of
the Midwest 1SO’ s agreement with its transmission owners, the Midwest SO hasthe
authority to carry out and alocate costs only of necessary transmission projects.??

The planning and expansion proposal included in the Stage 2 Filing gives RTO
West broader authority to address transmission adequacy problems than the Midwest ISO
protocols, which the Commission has aready determined meet the requirements of Order
2000. RTO West must take into consideration, encourage, and evauate non-wires
proposals brought forward by participantsin the RTO West planning process®® In
addition, RTO West has the power to cause implementation of non-wires solutions when
aParticipating Transmission Owner has not taken the necessary action to resolve a
transmission adequacy problem.?* There can be no question, therefore, that RTO West's

authority concerning non-wires solutions as part of its planning and expansion process

mests the requirements of Order 2000.

21 Midwest Independent System Operator, Inc., 97 FERC {61,326 (2001)

22 gee Agreement of the Transmission Facilities Owners to Organize the Midwest | ndependent
Transmission System Operator, Inc., FERC Electric Tariff, First Revised Rate Schedule No. 1,
Appendix B.

23 see Attachment | to Stage 2 Filing at 4, 10. Compare to Agreement of the Transmission
Facilities Owners to Organize the Midwest Independent Transmission System Operator, Inc., FERC
Electric Tariff, First Revised Rate Schedule No. 1, Appendix B, which does not grant authority to impose
(and spread the costs of) non-wires solutions to address adequacy or other transmission expansion issues.
(The Midwest I SO, like RTO West, has authority to address congestion and reliability problems during
real-time operations. See Attachment K to the Open Access Transmission Tariff of the Midwest
Independent Transmission System Operator, Inc; filing letter to Stage 2 Filing at 38-40; Transmission
Operating Agreement Sections 6.6, 6.7.6, 6.10, and 12.)

24 see Attachment | to Stage 2 Filing at 9.
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Moreover, the RTO West proposal makes sense for the region RTO West will
sarve. Asthe Commission no doubt redlizes, the staff, training, hardware, and software
necessary to support atransmisson planning function are not trivid. In fact, they area
sgnificant driver for atransmisson provider’s operating codts. It does not make sense to
force amore costly approach onto the RTO West region when the smpler, more efficient
gpproach of the Stage 2 Filing will suffice. The Stage 2 proposa dso avoids the need to
extend RTO West' s scope of operations beyond providing transmission service into
assuming pogitions or interests in generation markets. Acquiring generation interests
would conflict with the Commission’s fundamenta goa under Order 2000 of cregting
RTOs that are independent of al market interests.

Even if RTO West could find away to avoid taking direct interests or positionsin
generation facilities, output, or markets, the filing utilities do not believe it is gppropriate
to compel RTO West to adopt planning and expansion policies that would subsidize
generation-building by third parties. Among other things, this could have the unintended
conseguence of causing project sponsors to refuse to build until they receive a subsidy.
Thiswould digtort, rather than drive efficient development of, generation markets. The
RTO West planning and expansion proposal is evolutionary rather than revolutionary. It
builds on the structurd and indtitutiond foundations that are dready in place, which
makes good sense, palitically and economicaly, for the RTO West region.

4. Role of the States.

Oregon and the WUTC submitted comments about aspects of the state-federa
jurisdictiond respongbilities under an RTO structure and the role of statesin RTO West.
The WUTC pointed out that in its review of the RTO West proposd it will “examine very
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carefully whether the proposa enhances, undermines, or leaves undtered [the WUTC' g
ability to protect the interests of retail electricity consumersin Washington state”?® The
filing utilities therefore urge the Commission to continue discussions with the sates and
state-regulated utilities on the range of issues raised by RTO formation and pertinent to
dlowing the states to evauate their continuing role in protecting the public interest after
RTO West becomes operationa. These discussions should, among other things, describe
the trandfer to the federd leve of respongbility for determination and recovery of a state-
regulated utility’ s transmission revenue requirement, the pass-through of RTO West
charges for retal service by the states, protections for customersin one state from the
conseguences of the default of a Scheduling Coordinator serving customersin another
date, and future cooperation between the Commission and state regulatory commissions
concerning such matters as rate structures and costs.®®

Oregon observed that the Stage 2 RTO West proposal does not include a specific
role for sate commissons. Thefiling utilities note thet the dates are entitled to full
participation on the Board Advisory Committee under the RTO West Bylaws and believe
that active gate involvement in that committee isimportant to RTO West' s success.
Oregon specificaly recommended that the Commission “direct the Filing Utilitiesto

work with state commissions to develop aproposd for an interstate panel with significant

25 WUTC Comments at 22.

26 gee section 209(b) of the Federal Power Act. Oregon suggests in its comments that a state
should have aright to party statusin arbitrations related to issues affecting retail customersthat are under
itsjurisdiction. Thisissueisaddressed below in Section C.8 of thisfiling.
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state regulatory participation to review RTO West backstop and [cost] dlocation
proposals prior to review by the Commission.”?’

The filing utilities have designed an open, public process for planning and
expangon and fully expect state participation in the planning process. Nonetheless, the
filing utilities are willing to explore with the States whether it is appropriate for State
regulators (and perhaps other entities with regulatory responsibility for eectric services)
to play amore specific role in RTO West planning and expansion process and decisions,
especialy when RTO West invokes its backstop authority. This might take place at the
RTO West levd or a the inter-RTO leve through the Seams Steering Group-Western
Interconnection. The filing utilities welcome the Commission’s participation in such
discussons to ensure that any proposed regiona dlocation of costs has sufficient support
before RTO West exercisesits authority to alocate costs (the Transmission Facility Cost
Sharing Payments), which may be recovered through Commissionapproved rates.

Oregon dso commented on the filing utilities proposal that states should agree to
terminate service to loads whose Scheduling Coordinators default and are not replaced
within aset ime frame?® Thefiling utilities proposed this approach to avoid the

cascading and potentialy disastrous financid consequences of the default of a

Scheduling Coordinator in one state from affecting loads in other states®® Oregon

27 Oregon Comments at 3. The Stage 2 proposal provides RTO West with the ability to arrange
for implementation of backstop proposals under certain conditions and to allocate costs through the
Transmission Facility Cost Sharing Payment mechanism under specific conditions. While RTO West
decisions under these authorities are subject to dispute resolution and appeal to the Commission,
Commission approval of the exercise of such authority is not required on a case-by-case basis.

28 See Transmission Operating Agreement Section 6.11; see also Oregon Comments at 4.

2 seefiling letter to Stage 2 Filing at 24-26 and Attachments J1 - J6 to Stage 2 Filing.
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recognized the serious problem posed by a Scheduling Coordinator default but proposed
adifferent remedy — an RTO West tariff that would allow RTO West to begin collecting
any defaulted cogts from the loads of customers of the defaulting Scheduling
Coordinator.*® In its commentsin the Commission’s current proceedings on Electric
Market Design and Structure in Docket No. RMO01-12-000, Avista offered yet another
possible solution.3! Thefiling utilities believe the Oregon proposal should be considered,
aong with any other proposds that may provide aworkable solution to this difficult
problem.®? Thefiling utilities are willing to explore these proposal's and others as they
emerge. They dso urge the Commission to include resolution of the Scheduling
Coordinator default issue among the state-federa issues that should be addressed before
RTO West commences operations.

5. Bendfit-Cost Issues.

A number of parties submitting protests and comments raised the issue of benefit-

cost.®* States within the region to be encompassed by RTO West have also emphasized

30" see Oregon Comments at 4. The filing utilities assume that under this approach, RTO West
would not serve (or bill) retail loads directly, but rather that an intermediary, such as a state, would manage
the relationship with RTO West on behalf of the affected retail customers.

31 See Comments of Avista Corporation on the Working Paper on Standardized Transmission
Service and Wholesale Electric Market Design, Docket No. RM01-12-000, April 9, 2002, and erratato
page 4 of Comments of Avista Corporation on the Working Paper on Standardized Transmission Service
and Wholesale Electric Market Design, Docket No. RM01-12-000, April 10, 2002. See also Comments of
Avista Corporation on the Options Paper for Resolving Rate and Transmission |ssues in Standardized
Transmission Service and Wholesale Electric Market Design, Docket No. RM01-12-000, May 1, 2002.

32 seefiling letter to Stage 2 Filing at note 11, which states that “[b]ecause of the potential
unavailability of liability insurance for service outages and the complexity of exercising termination rights
under the RTO West Transmission Operating Agreement (duein large part to the congestion management
model proposed for RTO West), Avistaand possibly other filing utilities may not be able to proceed with
RTO West if tariff or legidlative limitations of RTO West liability are not adopted.”

3 See, e.g., ATNI Protest at 4-6; Alcoa Protest at 4-5; ICNU Protest at 11-13; MCC Protest, Dunn
Affidavit at 8-9; NWPPC Comments at 3; PIO Protest at 9.
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the importance of thisissue to them.3* Central themes of the PGP Protest are the
contentions thet (1) the RTO West Stage 2 proposd, if implemented, would harm
consumers and (2) the independent benefit-cost andyss commissoned by thefiling
utilities (in consultation with interested stakeholders) was fundamentally flawed >

Thefiling utilities did not include the independent benefit-cost andysisin the
Stage 2 Filing, because a showing of net benefits is not a necessary ement of a request
for adeclaratory order concerning compliance with the four characteristics and eight
functions required of an RTO under Order 2000.

Thefiling utilities acknowledge thet, in Public Utility District No. 1, the
Commission stated that it must address specific benefit-cost evidence that has been
presented in the RTO West proceeding before reaching afina decison. 272 F.3d at 619.
Intervenors in the Stage 2 Filing docket have now placed in the record evidence
concerning the expected benefits and costs of the RTO West proposal.

Thefiling utilities recognize thet it is the Commission’s prerogetive to determine
when in the proceedings related to RTO West it will address the issue of benefit-cost.
They would gppreciate the Commission’s guidance concerning when it expects to make
this determination. Thefiling utilitiesintend to continue moving forward with
appropriate steps to implement the RTO West proposd.  If the Commission has concerns
about the prudency of this course based on currently available benefit-cost information,

the filing utilities request that the Commisson make its views clear.

34 See, eg., WUTC Comments at 10-12.

3% See PGP Protest at 3-31.
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6. |ssues Related to External Interface Access Fee.

| EPs,*® while not opposing the equitable recovery of embedded costs from all
users of the transmission system, asked the Commission to require a demonstration asto
how price reciprocity will be achieved with this proposa in place. NW |PPs commented
that the Externa Interface Access Fee (or “export charge’) is unnecessary and should be
subject to dimination through reciprocity negotiation with other RTOsinthe West. Lest
the Commission underestimate the importance of thisissue to the workakility of the
Stage 2 proposd, the filing utilities note by example the impact on customers of
NorthWestern, Bonneville, and PacifiCorp of diminating the export charge (and backstop
recovery mechanism). NorthWestern could experience an increase of gpproximately
2% in the revenue requirement recoverable from its customers, while Bonneville could
experience an increase of gpproximately 18% in the revenue requirement it must recover,
and PacifiCorp, 10%.3” Such cost shifts are smply not acoeptable to the filing utilities

and will act asabarrier to voluntary RTO formation. >

36 See |EP Comments at 8-9. |EPs also urged the Commission to ensure that the External
Interface Access Fee recovers only its proportional share of embedded costs allocable to exports. 1d. By
design, the fee will not recover more from exporters than their proportional share of embedded costs
because the fee is a postage-stamp fee based on RTO West average grid costs.

37 See Corrected Attachment E2 submitted with Errata Filing Relating to Stage 2 Filing and
Request for Declaratory Order Pursuant to Order 2000, filed on April 22, 2002, for the data from which
these figures are derived. If the External Interface Access Feeis eliminated to achieve price reciprocity and
the backstop mechanism were retained and used to fill the revenue gap created by not charging exports,
RTO West |oads would have the cost of exportsto loadsin other RTOs shifted to them through the
backstop mechanism. Thiswould create unacceptable intra-RTO West cost shifts, thereby perpetuating the
very problem the RTO West pricing proposal is designed to eliminate.

38 The NW IPPs al so assert that the External Interface Access Feeis discriminatory, by which the
filing utilities understand the commenters to mean that customers who convert long-term contracts should
pay both atransfer payment and the External Interface Access Fee. The treatment of customersthat have
long-term contract rights from points within RTO West to external interface access pointsis no different
from treatment of customerswith long-term contract rights to move power within RTO West. In both cases
the customer may convert to RTO West service and pay atransfer charge, without being subject to any
other accessfee. If customers holding long-term contracts do not convert, they may continue to move
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Just asthere are those that object to the inclusion of the Externd Interface Access
Fee, there are those that would object if it were removed.®® Aswas explained in detail in
the Stage 2 Filing, the Externd Interface Access Feeisan integrd part of apricing
proposal that has been carefully crafted to balance a number of competing objectives*® It
cannot be stripped of selective pieces and remain workable.

Asexplained in the Stage 2 Filing, the filing utilities envison that over the long
term the Externd Interface Access Fee could be phased out if it were replaced by an
RTO-to-RTO transfer payment arrangement.** Any solution involving reciprocity among
western RTOs musgt, however, fully offset the short-term and non-firm tranamisson
revenue loss the Externd Interface Access Feeis designed to remedy.

7. Cata oguing and Conversion Process.

A number of intervenors complained about the catal oguing process. The most
prevaent complaint was that nonconverting cusomers have no rights to determine,
dispute, or enforce the Catalogued Transmission Rights (*CTRs") that will be provided to
their transmission providers to meet the customers' pre-existing transmission contract

obligations. *> Notably, the Transmission Operating Agreement states that “[f]or Non+

power as before in exchange for continuing payments under the pre-existing contracts. Under either
scenario, the treatment of converting customers and nonconverting customers with long-term contractsis
non-discriminatory — the contract holders pay what they had paid historically and receive accessto the
RTO West grid in exchange.

39 See, e.g., NRU Protest at 30-33; WUTC Comments at 16.
40" See Section B.2 of Attachment E1 to Stage 2 Filing.
41 1d. at Section B.2.e.

42 See, e.g., IEA Protest at 7-8; ATNI Protest at 11-13.
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Converted Transmission Agreements, the Catalogued Transmission Rights do not affect
or limit the pre-existing contract rights of the Executing Transmisson Owner
customer.”** Transmission customers that elect to remain with their pre-exising
contracts should be neither adversdly affected nor advantaged by the catal oguing process.
Although thefiling utilities are open to some involvement by transmisson cusomersin

the determination of CTRs, the nonconverting customers should obtain no additional
rightsto further define their existing contractua relationships with Participeting
Transmisson Owners. Nonconverting customers will continue to enjoy the legd
protections afforded them under their pre-existing contracts with the transmission
provider, aswell asthe ahility to enforce those rights. Contrary to the assertions of the
PPC that the Participating Transmission Owners have incentives to minimize these rights
during the catal oguing process,** the Participating Transmission Owners have strong
incentives to ensure the adequiacy of these rights to enable them to avoid conflicts with,
and potentia enforcement suits by, nonconverted customers with pre-exigting contract
rights. In addition, the Transmission Operating Agreement provides that “if the
Executing Transmission Owner determines or, pursuant to a dispute resolution process, it
is determined that the catalogue set forth in Exhibit F does not satisfy atransmisson
customer’ s rights, the Catalogued Transmission Rights shdl be modified to satisfy such

n45

rights.

3 Transmission Operating Agreement Section 9.2
* PPC Protest at 8-10.

45 Transmission Operating Agreement Section 8.3.
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A number of commenters cite Exhibit P as evidence of discriminetion in the
conversion process. Exhibit P isthe product of a proposed compromise between (1) the
right to use the RTO West arbitration procedures to resolve qudity-of-service and access
issues related to non-RTO West facilities (desired by many public power entities) and
(2) theright to an option to convert to CTRsinstead of Financid Transmission Options
(“FTOs") (desired by somefiling utilities and other stakeholders with unique contracts).
Open Access Transmission Tariff (“OATT”) contracts were precluded from the CTR
conversion option because they are more generic and able to be converted on a consstent
bass. There are many customers with pre-OATT contracts (often with Bonneville as the
transmission provider), induding municipa utilities, public utility districts, and filing
utilities. All of these customers would have an equa opportunity to take advantage of the
option to convert pre-exising contract rightsto CTRs.

NRU asserts that the lack of third-party beneficiary rights undermines even
converting customers  ability to chalenge Participating Transmisson Owners
determinations of their rights*® Thisisincorrect. In Section 9.3.2, the Transmission
Operating Agreement explicitly states that the Participating Transmisson Owner agrees
to participate in an arbitration process if the converting customer continues to dispute the
rights it would receive through the converson. The dternative dispute resolution

procedures of the RTO West tariff will be available to the converting customer.*”

46 NRU Protest at 15-20; see also PGP Protest at 54-55.

47" Although the final terms of the process that will govern disputes arising under the RTO West
tariff have not yet been developed, the RTO West Bylaws as submitted in the Stage 2 Filing include:
(2) dispute resolution provisions very similar to those previously developed for the RTO West tariff (see
Exhibit C to Attachment C to Stage 2 Filing); and (2) a clause that requires RTO West to adopt a dispute
resolution process for itstariff that is* consistent with the provisionsin Exhibit C,” (see Attachment C to
Stage 2 Filing at Article X1, Section 11.6.3). See also filing letter to Stage 2 Filing at 23. The draft tariff
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The PGP Codition aleges that the conversion process will be “sdective and
secretive.”*® It conjures up “specia rules’ for conversion to be constructed in secret
negotiations between Participating Transmisson Owners and RTO West. In fact, the
“gpecid rules’ refer to “pecid limitations or exceptions that cannot be captured by the
et of injections and withdrawals.”*° The PGP Codition’s citation in support of secret
negotiations™° describes the conversion process that any contract customer would follow.
The*“*willingness to establish a rdationship with RTO West through a Scheduling

Coordinator’ !

Isnot myseriousat dl. It merdly meansthat “from the date of
converson forward, the transmission service relationship is directly between the Contract
Customer and RTO West.”>? Moreover, the results of the conversion process will be

filed with the Commission under Exhibit F to the Transmission Operating Agreement.

dispute resolution provisionson which the RTO West Bylaws' dispute resolution processis based were
developed through a completely open public process. The resulting draft tariff provisions are posted on the
RTO West Web site at www.rtowest.ora/Doc/TIGR_Oct5CleanDraft Tariff ADR.PDFE (October 5, 2001).

8 PGP Protest at 54.

49 See Attachment F to Stage 2 Filing at Appendix B, page 1.
0 |d. at 2.

°1 PGP Protest at 54.

52 Attachment F to Stage 2 Filing at Appendix B, page 2.
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The PGP Codlition,>® NW |PPs,>* and Duke™ assert that the Participating
Transmisson Owners will receive favored service under the conversion proposd. To the
contrary, al participants with long-term contracts, whether independent power producers,
Participating Transmission Owner merchant functions, or other entities, will have the
same options to convert or not convert those contracts>® Similarly, &l market
participants, including Participating Transmisson Owner merchant functions, seeking
new sarvice (Transmission Use Service) will purchase their new service from RTO
West.>” The only difference between the Participating Transmission Owners and other
participants is that Participating Transmission Owner transmission functions may receive
Non-Converted Transmisson Service to serve the contracts of their customers who have
elected not to convert.

WIEC, NW IPPs, Alberta, EPSA, and Duke assert that incumbents with pre-
existing contract rights will enjoy advantageous access to the system over ertities without
pre-existing contract rights.>® Asserted advantages relate to payment of congestion costs,
payment of transmission reservation fees, and lack of available transmission rights and

capacity.®® While the Commission has stated that pre-exigting transmission contract

*3 PGP Protest at 54-55.

> NW IPP Protest at 19-32.

> Duke Protest at 6-10.

* Transmission Operating Agreement Sections 9.1-9.3.3.
7 Transmission Operating Agreement Section 6.4.1.

58 See WIEC Comments at 9-10; NW | PP Protests at 15; Alberta Comments at 5-7; EPSA
Comments at 8-9; Duke Protest at 8-9.

5% See WIEC Comments at 9.
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rights should be protected if so desired by the transmission customer, thefiling utilities
have proposed an approach that should make increased amounts of capacity available to
those without pre-exiging rightsinduding: (1) incertives for converson to more liquid

and tradable financid options, (2) a use-it-or-lose it approach to FTOs, (3) acombination
of accept-dl-schedules and a redispatch market, and (4) incentives for early lock-down of
schedules.®

8. Dispute Resolution |ssues.

A number of partiesraised issuesin their protests or comments related to the
dispute resolution process applicable to various RTO West relationships and
documents.®* Among the issues raised was the inability of third partiesto intervenein
disputes between RTO West and a Participating Transmission Owner under the
Transmission Operating Agreement.®?

The entire set of Transmisson Operating Agreements between RTO West and its
Participating Transmisson Owners will be a series of bilateral contracts, each of which
will be essentially identical (except where necessary to accommodate unique laws and
circumstances, such as those gpplicable to Bonneville). The Transmission Operating
Agreement isthe principal document that governs the terms under which RTO West is
granted authority to operate and provide service over the transmisson assets of each
Participating Transmisson Owner. The dispute resolution provisions of the

Transmisson Operating Agreement, which permit intervention only by other

60" See Transmission Operating Agreement Section 9.5.
61 See NWEC Protest at 6-7; ATNI Protest at 9-10; PNGC Protest at 17-18.

62 See NWEC Protest at 6-7; PPC Protest at 24-26.
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Participation Transmisson Owners, are gppropriate given the nature of that agreement.
Moreover, to the extent that resolution of a dispute between RTO West and a
Participating Transmisson Owner might result in any modification of the Transmisson
Operating Agreement, the amended form of agreement must be filed with the
Commission, in which case any parties meeting the Commisson’s standards for
intervention would have the opportunity to protest or comment in response to the filing.

As noted in the preceding discussion concerning the cataloguing and conversion
process, some protests and comments allege lack of access to dispute resolution in that
context. As explained above, those customers that do not wish to convert will continue to
enjoy the protections of their pre-existing contracts. Those that wish to convert, and
thereby establish adirect service rdationship with RTO West, will be able to address any
service complaints (and any conversion-related disagreements) through RTO West
dispute resolution.

While some intervenors suggest that it istoo difficult for them to intervenein
disputes involving RTO Wes, the stlandards for intervention (as well as the provisons
that goecify who is digible to intervene as afull party in an RTO West-related dispute)
were developed in an open public process. They are appropriate for the circumstances to
which they apply and are congstent with comparable court and adminidrative rules. The
intervention standards strike an appropriate balance that allows directly affected partiesto
meaningfully participate in dispute resolution, but the rules avoid pardysis through
unlimited challenges and interventions. If anything, the sandards for intervention are
lessrigorous than those gpplied in judicid and adminigtrative forums. For example,
under the draft dispute resolution provisions developed for the RTO West tariff, an entity
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that isdigible for service under the RTO West tariff (an “Eligible Cusomer™) may
intervenein adispute as afull party upon ashowing that

(i) the gpplicant has an interest relating to the property or the
transaction that is the subject of the arbitration,

(i) the gpplicant is 0 Stuated that the dispogtion of the matter
subject to arbitration may as a practical matter impair or impede
the gpplicant’ s ability to protect that interest, and

(iii) no existing Party adequately represents the gpplicant’s
interest.[%°!

This standard is fair without being unduly redrictive.

Oregon expressed concern in its comments that states would not be able to
intervene in disputes under the RTO West tariff, and was troubled in particular about the
limitations this might place on Sate participation in the RTO West planning and
expansion process ®*

The RTO West planning and expansion process will be carried out pursuant to the
RTO West tariff (as opposed to the Transmission Operating Agreement or some other
document). To assess states (and other governmenta bodies') ability to engage in the
process effectively, one must therefore look at both the dispute resolution provisions for
the RTO West tariff and the Commission’ s rate- setting process.

As explained in note 47 above, the RTO West Bylaws provide that the RTO West
tariff must have a dispute resolution process consistent with the process set forth in the
Bylaws. Thefiling utilities do not believe that those who participated in the devel opment

of the dispute resolution provisons for the RTO West tariff (which were the basis for the

53 See draft tariff provision posted on the RTO West Web site at page 6,
www.rtowest.org/Doc/TIGR_Oct5CleanDraft Tariff ADR.PDF.
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RTO West Bylaws dispute resolution provisons) intended that states or provinces be
specificaly excluded.®® Thefiling utilities acknowledge that to the extent the planning
and expanson process may encompass matters such as dlocation among transmisson
owners of benefits and codts, it may have an indirect effect on retail rates. Accordingly,
the filing utilities are willing to include language in the RTO West tariff dispute

resolution provisions that would entitle any state, provincid, or triba regulatory authority
to intervene as a party when the matter in dispute may have a materid impact on retall
rates and terms of service for customers whose service is regulated by the state, province,
or triba authority. Thefiling utilities dso note that the process for setting tranamission
ratesis not subject to dispute resolution under any of the RTO West documents.
Establishment of rates for tranamisson services (including rates that may be indirectly
borne by retail customers) will not be carried out through arbitration. Rather, the rates
and terms of the RTO West tariff will be addressed through the Commission’s

section 205 filing procedures. States have specific procedurd rights to intervenein

Commission-jurisdictiona regulatory proceedings.®®

%4 Oregon Comments at 5.

8 States' participation in the dispute resolution process under the RTO West Bylawswill not be
limited by the language in Exhibit C to Attachment C to Stage 2 Filing, because states and state agencies
are eligible to be members of RTO West, along with a broad range of other governmental, business, and
public interest organizations.

68 See Rule 214(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
§ 385.214(8)(2) (2001). Other affected partieswill be able to intervene as provided in other provisions of
the Commission’s Rules of Practice and Procedure. See 18 C.F.R. § 385.214(g)(3); 18 CF.R.
§ 385.906(c)(2).
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9. Other Matters.

A number of intervenors offered interpretations of documents or satementsin the
Stage 2 Filing that the filing utilities believe to be erroneous and that could, if not
clarified, cause confuson. The filing utilities have therefore included as Attachment C to
thisfiling atable that identifies errors and misinterpretations and provides corresponding
corrections and clarifications,

10.  Concluson

Thefiling utilities gppreciate the Commission’s consderation of the information
offered in thisanswer. They hope it will assst the Commission in resolving the issues
raised in various protests and comments related to the RTO West proposal so that the
Commission will soon be able to grant the request for declaratory order submitted with
the Stage 2 Filing.

Respectfully submitted this 21% day of June, 2002.

Pamdal. Jacklin

Of Attorneys for PacifiCorp and, for the
purposes of thisfiling only, on behdf of
thefiling utilities
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Attachment A
RTO West Stage 2
Index of Motions, Protests, and Comments

Shortened Reference | Shortened Referenceto Pleading Title
to Party Party’s Pleading

Affiliated Tribes ATNI Protest Protest and Comments of the Affiliated Tribes of Northwest Indians Economic
Development Corporation

Alberta Alberta Comments Motion to Intervene and Comments of the Alberta Department of Energy, ESBI Alberta,
Ltd., and the Power Pool of Alberta on Stage Two Proposal of Filing Utilities

Alcoa Alcoa Protest Protest and Comments of Alcoalnc., Columbia Fals Aluminum Company, LLC, and
Golden Northwest Aluminum, Inc. on the Filing Utilities Stage 2 Filing and Request for
Declaratory Order

Bonneville Bonneville Comments Bonneville Power Adminigtration’s Comment on the Stage 2 Filing

ColumbiaRiver PUD | ColumbiaRiver Motion | Moation to Intervene of the Columbia River People s Utility Didtrict

Cora Power Coral Power Motion Motion of Cord Power, L.L.C. to Intervene

Duke Duke Protest Protest of Duke Energy North America, LLC and Duke Energy Trading and Marketing,
LLC

EPSA EPSA Comments Comments of the Electric Power Supply Association on the RTO West Stage 2 Filing

EWEB EWEB Comments Moation to Intervene and Comments of the Eugene Water & Electric Board

ICNU ICNU Protest Protest of the Industrial Customers of Northwest Utilities

IEA |EA Protest Protest and Comments of the Idaho Energy Authority, Inc.

IEPs |EP Comments Motion to Intervene and Comments of the Independent Energy Producers

MCC MCC Protest Protest and Comments Regarding the RTO West Stage 2 Filing on Behdf of the
Montana Consumer Counsdl
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Shortened Reference | Shortened Referenceto Pleading Title
to Party Party’s Pleading

Mirant Mirant Protest Moation to Intervene and Protest of Mirant Americas, Inc. and Mirant Americas Energy
Marketing, L.P.

NCPA NCPA Motion Motion to Intervene of the Northern Cdifornia Power Agency

NIEP NIEP Comments Comments of the Nevada Independent Energy Codition and the Cogeneration Codition
of Washington

NRU NRU Protest Protest of Northwest Requirements Utilities Requesting the Commission to Deny, In
Part, the Proposed RTO West “ Stage 2 Filing and Request for Declaratory Order
Pursuant to Order 2000

Nucor Nucor Protest Motion to Intervene and Protest of Nucor Stedl-Utah, a Division of Nucor Corporation

NW IPPs NW IPP Protest Intervention and Protest of Northwest |PPs/Marketers Group (includes Errata Filing)

NWEC NWEC Protest Protest of the NW Energy Codition

NWPPC NWPPC Comments Comments of the Northwest Power Planning Council

Oregon Oregon Comments Comments (of Oregon Public Utility Commission and Oregon Office of Energy) to the
FERC on the Stage 2 Filing of RTO West

PG&E PG& E Comments Moation of Pacific Gas and Electric Company for Leave to File Comments Out-of-Time

PGP Codition PGP Protest Moation to Intervene and Protest of the Public Generating Pool, the Washington Public
Utility Didricts Association, the Western Public Agencies Group, Public Utility Digtrict
No. 1 of Snohomish County, Springfield Utility Board, Tacoma Power, and the Eugene
Water and Electric Board on the Filing Utilities Stage 2 Filing and Request for
Declaratory Order Pursuant to Order 2000

PIOs PIO Protest Moation to Intervene and Protest of Public Interest Organizations

PNGC PNGC Protest Protest and Comments of PNGC Power to the Proposed RTO West “ Stage 2 Filing
and Request for Declaratory Order Pursuant to Order 2000"
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Shortened Reference

Shortened Referenceto

Pleading Title

Page 3 —

to Party Party’s Pleading

PPC PPC Protest Protest and Comments of the Public Power Council on the Filing Utilities Stage 2 Filing
and Request for Declaratory Order Pursuant to Order 2000

TRANSLink TRANSLink Comments | Motion to Intervene and Comments of the TRANSLink Participants

Truckee Truckee Comments Comments of Truckee Donner Public Utility Didtrict on Stage 2 Filing of RTO West
Utilities

UAMPS UAMPS Comments Moation and Comments of Utah Associated Municipa Power Sysemsfor Leaveto File
Comments One Day Out of Time on RTO West Stage 2 Filing

UBSAG UBSAG Mation Motion of UBS AG to Intervene

WAPA WAPA Comments Motion to Intervene and Comments by the Western Area Power Administration

WIEC WIEC Comments Mation to Intervene and Comments of the Wyoming Industrid Energy Consumers
Regarding RTO West Stage 2 Filing

Williams Williams Comments Comments of Williams Energy Marketing & Trading Company in Support of the
Comments Submitted by the Independent Energy Producers Association and the Hectric
Power Supply Association

WUTC WUTC Comments Comments of the Washington Utilities and Transportation Commission

Xcd Xcd Motion Motion to Intervene of Xcel Energy Services Inc.
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UNITED STATESOF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSI ON
Avigta Corporation,
Bonneville Power Adminidration,
Idaho Power Company,
The Montana Power Company, Docket No. RT01-35-005
Nevada Power Company,
PecifiCorp,
Portland Generd Electric Company,
Puget Sound Energy, Inc.,

Sierra Pacific Power Company

DECLARATION OF JAMESL.BAGGS, RANDALL O. CLOWARD, RICHARD
BAYLESS, DAVID LAMB, AND WAYMAN ROBINETT
IN SUPPORT OF
FILING UTILITIES REQUEST FOR LEAVE TO FILE ANSWER AND
ANSWER TO PROTESTSAND COMMENTS
FILED IN RESPONSE TO RTO WEST STAGE 2FILING
I, JAMES L. BAGGS, am employed by Idaho Power Company (“1daho Power”)
as the Genera Manager, Grid Operations and Planning. | make this declaration on behaf
of Idaho Power.
I, RANDALL O. CLOWARD, am employed by Avista Corporation (“Avista’)
as Manager, Tranamission Operations. | make this declaration on behaf of Avisa
I, RICHARD BAYLESS, an employed by PecifiCorp as Director of Strategy.
In that capacity, | serve as PacifiCorp’'s RTO Team Lead for the Market Design
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Technica Group and am the team engineer respongible for addressing facilitiesissues. |
meake this declaration on behdf of PecifiCorp.

I, DAVID LAMB, am employed by Portland Generd Electric Company (“PGE”)
as Manager of System Planning and Engineering. | make this declaration on behaf of
PGE.

I, WAYMAN ROBINETT, am employed by Puget Sound Energy, Inc. (“Puget”)
as Director, Wholesadle Transmission. | make this declaration on behalf of Puget.

With respect to this declaration, the above individuas declare that any specific
references to a company’ s specific transmisson systems are made by the specific
representative of that company and not on behaf of any other party.

Some commenters on the Stage 2 RTO West proposd urge that the Federa
Energy Regulatory Commission (the “ Commission”) require thefiling utilities to place
under RTO West's operationa control al facilities used for wholesde service! Thisis
unworkable. Asisdemondrated below, using a wholesde-service test to decide which
fecilities are placed under RTO West's control would impair efficient system operations
and create an irrational split between state and federd jurisdiction.

Modifying the Stage 2 gpproach so thet dl facilities over which wholesde service
is provided, including service provided to the Bonneville Power Adminidration’s
(“Bonneville’) so that it can serveits public agency customers under Generd Transfer

Agreements, are placed under RTO West's operationa control would have a profound

1 SeeIEA Protest at 6, 9 (asking that “all the facilities over which power is delivered [which

includes distribution] be classified as transmission and placed under the control of the RTO,” Id at 6; and
requesting that “all wholesale transmission facilities. . . regardless of voltage level, be included under the
control of RTO West,” I1d at 9. See also Duke Protest at 10, 12; NRU Protest at 8-9; PNGC Protest at 10,
14-15; Truckee Comments at 7; UAMPS Comments at 3-4, 20, 33.
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effect upon the price and qudity of service received by dl of our retail and wholesale
customers.? The quality of service for some retail customers (those served on lines used
for mixed retail/wholesa e service) would be established by RTO West under the
Commission’soversght. Thiswould result in differencesin retail service sandards for
retail customers served by retail-only lines and those served by mixed-uselines. Asa
result, resdential and other retail service customers proximately located to each other
would be trested differently.

This bifurcation of respongibility for controlling stlandards of service would
diminish the ability of each participating utility and its state regulatory authority to
determine the appropriate standards of service for smilarly Stuated retal customers.
Increased retail-customer complaints because of different trestment of neighbors and
frustration of the state’' s ability to set retail sandards are the predictable consequences.

Moreover, under the commenters proposa, the cost of some distribution and
local transmission lines that are now included in State rate bases would be removed and
included in the transmission revenue requirement set by the Commission. The States
would therefore lose the ability to control the costs of these facilities, because they are
not setting the stlandards for service, despite the fact that the predominant use of these
fedlitiesisfor retal service. The resulting costs may be higher than the utilities or Sates
believe is necessary or appropriate for retail service. This, too, would degrade the

utilities and tates’ ability to fulfill their respongbilities and objectives.

2 Service provided under the General Transfer Agreements includes service over both higher and
lower voltage level distribution facilities.
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Under the wholesale-service test, RTO West would control aline smply because
wholesale transactions occur on theline. Thiswould result in Avista placing & least one
480-voalt line under the operationd control of RTO West. Many “upstream” linesand
other facilities would aso be included, without any consderation of the operationd
impacts on the entire local transmission or digtribution system or on retail cusomers.
The random combination of lines controlled by RTO West and the locd utility would
have operationd impacts. For example, lines with mixed retaill and wholesde service
would be planned to meet RTO West standards, while nearby retail-only lines—even
those of higher voltage—would be planned to meet locd standards.

Some examples of the use of our locd transmisson and distribution syslems to
serve our retail customers, dongside wholesdle customers, may be helpful. In some
cases, we have attached five maps, each of which illustrates the points made above.

Example 1. The Idaho Power Syssem Map 1 depicts the Duffin 043 feeder, a

portion of 1daho Power’ s distribution system. This map is a representative example
(neither the worst nor best example) of how Idaho Power’ s distribution lines are used to
provide wholesde service to Bonneville customers and to Idaho Power’ sretail customers.
It is not workable to segregate our locd transmission system between retail only and
mixed retail/iwholesde facilities

On the feeder map, the ovals represent irrigation pumps. An ova shaded in
ydlow represents a pump purchasing wholesale service from Bonneville over 1daho
Power’ sdigtribution line. An ovad without shading represents aretail customer of Idaho
Power. Specifically, look at sections 2 and 3 in the lower right-hand corner of themap in

Township 9 South, Range 23 East. Here, you will notice that A& B Irrigation Company
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(yellow ovd labeled “A&B”) istaking service literdly right next to Idaho Power’ sretall
customers off the same wire. In section 3, the device marked X45 represents an open
switch that can be closed in the event of an outage. The reference to “ Paul-043"
represents a connection of the feeder to other feeders and substations located in the same
generd vicinity that may also be used to serve these wholesde irrigation loads as well as
locdl digtribution loads. Itisnot a al clear which Idaho Power facilities would be
designated as serving wholesale customers without including dl distribution and loca
transmisson facilitiesin awide geographic area.

The wholesde cusomer may pay a two-segment price to move their energy to
load on these feeders. One rate would recover the costs of using high voltage
tranamission to get to these locd facilities, and another rate will recover the cogts of using
these local facilities. Thiswould not be pancaking as each rate recovers the costs
associated with a different class of facility. The neighboring retail customers would dso
pay a price that recovers both the cost of using high voltage transmission and the cost of
using locd fadilities

If control of al feeders used to serve wholesale load were transferred to RTO
Weg, the locd utility would no longer have the control necessary to quickly reconfigure
the digtribution system by closing switches and rerouting power in response to local
maintenance and load changes. Responses to outages on loca transmission and
distribution systems would have to be coordinated through RTO West. This coordination
would unnecessarily increase the duration of an outage.

Map 2, conssting of three pages, shows Idaho Power’sretall service areain the

Cadwell and Weiser, Idaho, and the Ontario, Oregon area. It isasingle-lineédectricd
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drawing that is not geographically accurate. The map shows atypica example of service
inarurd areain which serviceismostly retail but includes some wholesale customers
served from the same 69-kV subtransmission system. Each dotted-line box on these
pages represents a substation. 1n about the center of the first page is abox labeled “ Dead
Ox P. P.” That isawholesde pumping plant load of about 2.2 megawatts located
between Jacobson Gulch and Hally (both Idaho Power retail |oads totaing about

10.5 MW) and served off of our largdly retall 69-kV system. On the third page are two
boxes representing wholesale loads. Just right of center is Dunaway P. P., awholesde
load of about 1.8 MW and more toward the lower right of the diagram is Gem Irr. Dig.
P. P., awholesale load of over 5 MW. The customers served from the other substations
on these maps are overwhelmingly retail. Asis clear from these diagrams, serviceto the
wholesde loads is completely dependent on our largely retail 69-kV system.

Example 2. The PacifiCorp System. Map 3 shows PeacifiCorp’sretall service

didgrict in the Lava, Idaho area. The map shows atypica example of serviceinarurd
areain which sarviceismodtly retail but includes some wholesa e customers served from
the same 46-kV subtransmission system. In the map, line voltage levels are indicated by
the voltages shown for the terminating substations (indicated in the circles representing
substations). Subtransmisson in this type of areaistypicaly on long, low-voltage lines,
normally operated radialy from the main grid, with line switches that dlow loads to be
switched to backup feeds following feeder-line outages.

Soda Springs, amunicipdity, isthe only wholesde load inthe area. It is marked
in blue and served off a subgtation fed by a46-kV line, which lineis marked in yelow.

The Soda Springs load is about 10 average megawatts ayear. The other loads served off
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the same 46-kV feeder line—Alexander, Grace City, and Cove, dl retail loads of
PecifiCorp—are about 39 average megawtts. Thus, if the wholesale-service test
proposed by some were adopted, the 46-kV feeder line serving Soda Springs would be
placed under RTO West operationa control, even though the wholesde load is only
about 20% of the total load on that line. Besides providing wholesae access and
scheduling for wholesae loads on the feeder line, RTO West operationa control also
means that RTO West would operate the line to meet regiond RTO West operationd,
performance, interconnection, maintenance, and planning standards that probably would
be tailored to a more urban or main-grid type of system operation. Main-grid-type
gandards usudly include, for example, afirst contingency standard (N-1) that requires
the system to withstand a line outage without loss of load. Inaradia rurd sysem asin
Map 3, this N-1 standard would be impossible to attain on the existing 46-kV system and
would require sgnificant costly additions for compliance. If the Soda Springs feeder line
were thus operated or upgraded, it would create alarge difference in costs and qudity of
service as compared to the prevailing service for other retail loadsin the area (on other
feeder lines), while the upgrade costs might be spread to dl. Localy derived and
approved operational standards and practices would more appropriately reflect the
diversty and characteristics of the individud loads in thismainly agriculturd area.
Switching and other operationd functions for the loca low-voltage radid rurd system
might aso receive less atention from an RTO concerned with main-grid operations than
it would from the loca utility responsible for retail service,

If thelines typically used for backup to serve Soda Springs during an outage aso

had to be placed under RTO West operationad control, then the 46-kV line (marked in
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green) that servesloadsin Smplot, Hordey, Caribou, Trail, Dermac, Conda Junction,
Eightmile, and George Junction would aso be removed from locdl jurisdiction (State of
Idaho inthis case). These loads are about 64 average megawatts. Thus, if both lines
were placed under RTO West's control because the lines are used to provide direct or
backup service to Soda Springs, the state would lose jurisdiction over lines serving
100 megawatts of load, because about 10% of that load would be to awholesde
nonjurisdictiond utility.

PecifiCorp’s customersin the entire Lava area, primarily farms and resdentia
customers, would be divided into two camps. 100 megawaits of load with service
standards set by RTO West and the Commission, and about 206 megawatts of load with
service standards set by PacifiCorp and the State of 1daho.

Map 4 shows PecifiCorp’sretall service in the Cody, Wyoming area. The
PecifiCorp retall loads are served from substations marked in pink. The Oregon Basin
retail load is about 75 megawatts and is served by PecifiCorp facilities. (The PacifiCorp
230-kV line shown on this map will be placed under RTO West operational control.)

However, the remaining PacifiCorp retail loads—Ce otex; Husky; South Cody;
Pitchfork; west of Meeteetse; on the Wyoming side of the border near Cooke City,
Montana; atunnel near Shoshone; and west of Ralston—are dl served off facilities
owned by Western Area Power Adminigtration or other nonjurisdictiond utilities. This
serviceis provided off linesof 69 kV, 34.5kV, and 12 kV. Asawholesae customer of
these nonjurisdictiond utilities, PacifiCorp obtains locd transmisson services sufficient
to serveitsretal load of about 73 average megawattsin thisarea. Because these

transmission providers are nonjurisdictiond, they are not subject to Order 2000.
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Consequently, PacifiCorp’ sretail customers would be provided service based on the locd
standards of nonjurisdictiond utilities, even though the service over those utilities
fadlitiesiswholesde service,

Example 3. The Aviga Sysem Map 5 isadistribution map of a portion of

Avigta s digribution system that serves the Clarkston, Washington area. Thismapisa
representative example of how Avigta s digtribution lines are used to provide wholesale
service to Bonneville s customers (through Avista's Genera Transfer Agreement with
Bonneville) and retall serviceto Aviga s own customers. The wholesdle load of the
highlighted didtribution lines makes up only gpproximately 3 to 7.5% of the tota load for
that line. RTO West control of dl lines that service any wholesde customers would
include some of Avida s digtribution lines, which are primarily used to serve retail
customers. It isnot possible to classfy lines based on awholesde/retail service standard,
because of the mixed nature of sysemslike Avidd's.

Example4: The PGE Sysem On PGE’s system, the wholesdle tranamisson

service PGE provides to Bonneville s cusomersistypicaly asmal fraction of the tota

load on any given facility. For example, PGE provides 100 kW of transmission service

to the Western Oregon Co-Op, a Bonneville customer, at the 13-kV levd. Thewholesae
load represents 1.5% of the use on the nine-mile, 13-kV digtribution system and 0.6% of
the use on the 57-kV transmisson sysem. In dl but one case, wholesde transmisson
provided to Bonneville customers comprises less than 50% of the total oad on the

fadility.

Example 5: The Puget System  Puget’ s ddivery system is used primarily for

retail load service, with a secondary purpose of providing and supporting wholesale
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sarvice. Thesefacilities are predominantly used for bundled retail service under the
WUTC juridiction, and are aso used to provide delivery service under a state- mandated
retail access program. Puget classfied facilities that are used both for retail digtribution
and wholesdle transmission service as digtribution facilities in conjunction with the Sate-
mandated retail access program.® The WUTC approved Puget’s classification. Because
these facilities sometimes are used for wholesale transmisson service, they dso are
subject to the Commission’s jurisdiction under Commission gpproved rates for wholesale
digtribution service. That decison was reached in Puget Sound Energy, Inc., 98 FERC
161,168 (2002), at 61,622; rehearing denied, 99 FERC 1 61,134 (2002).

The state mandated retail access program applies only to Puget and creates a
regulatory environment for Puget thet is unique, even among utilitiesin Washington
state. Because of the unique regulatory environment in which Puget operates, including
al wholesale facilities within RTO West is not necessary or workable. Indeed, placing
Certain Didribution Facilities under RTO West' s operationa control would undercut the
WUTC' s ability to regulate bundled retail service and to oversee the retail access
program. Puget understands that the WUTC viewsits continued jurisdiction over the
Certain Didribution Fecilities as being necessary to fulfill its regulatory obligetions.

The Stage 2 proposa sought to ba ance protections for wholesde transmisson

customers with the need for state regulation of these distribution fadilities* Eliminating

3 Thesefadilities are referred in the Stage 2 filing as “ Certain Distribution Facilities.”

4 The Transmission Operating Agreement ensures that whol esal e transmission customers are protected
and that access over Certain Distribution Facilitiesis assured through RTO service. For example, RTO
West, not the transmission owner, provides the transmission service over the Certain Distribution Facilities.
The transmission owner must facilitate that service. RTO West may order upgrades of Certain Distribution
Facilitiesto improvereliability and systemrwide capacity. RTO West exercises operation and maintenance
(cont’d)
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the category of Certain Digtribution Facilities would override the very flexibility that the
Commission has encouraged in Order 2000 and would probably lead to WUTC

disgpprova of Puget’s participation in RTO West.

Conclusion

The above examples are offered to help illustrate why the smplistic proposa that
al facilities used for wholesale service be placed under RTO Wedt's operationa control
isunworkable. Other examples could be provided from throughout RTO West's service
area

The practicd effect of including al facilities used for wholesdle sarvicein RTO
West would be ether to hopelesdy bakanize our ddivery systems, including loca
transmission distribution (with the corresponding prospect of “dueling” standards,
regulation, and pricing applicable to neighbors taking service off the sameline), or to
effect acomplete trandfer to federd regulatory jurisdiction of entirefiling utilities
delivery systlems, including distribution. Nether of these results are acceptable in the
context of voluntary formation of an RTO. The companies believe ether result would
materidly impair their ability to provide codt-effective local service. We dso believe that
neither of these resultsislikely to be acceptable to the state commissons with regulatory

jurisdiction over investor-owned filing utilities retall services.

authority over these facilities as necessary for their transmission function. RTO West will include Certain
Distribution Facilitiesin its planning process. The quality of service over these will be the same as service
over the facilities controlled by RTO West.
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This declaration may be sgned in counterparts, each of which will be deemed an
origind.

To the best of our knowledge and belief, we hereby declare under pendty of
perjury that the testimony we have given istrue and correct.

Dated this day of June, 2002.

IDAHO POWER COMPANY AVISTA CORPORATION
By: By:

JamesL. Baggs Randal O. Cloward
PORTLAND GENERAL ELECTRIC PACIFICORP
COMPANY
By: By:

David Lamb Richard Bayless

PUGET SOUND ENERGY, INC.

By:

Wayman Robinett
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Attachment C
Table of Clarificationsand Corrections for
Erroneous I nterpretations of or Assertions Concerning Stage 2 Filing Documents

Document and
Section or Issuein

Intervenor’s Assertion

Correction/Clarification

Question
TOA Section 2.6 PTOs should be required to continue The TOA addressesthisissue. Section 2.6 requiresa
nonpancaked service after termination. terminating PTO to continue providing transmission service to
Truckee Comments at 9. RTO West to enable RTO West to continue to honor the terms
of any service agreements it entered into before the PTO
terminated.
TOA Section 5.1 TOA discriminatesin favor of filing utilities Section 5.1 gives RTO West the authority to adopt
by prohibiting RTO West from adopting interconnection standards that supersede the owner’s standards.
interconnection standards that might cause Theonly limitson RTO West are that its stlandards must be
financia impact on PTOs. NWEC Protest at “conggtent with gpplicable regulatory requirements and industry
10-11. Seealso OPUC Comments at 4. sandards’ and mugt “not have a materid adverse impact on the
Executing Transmisson Owner’s Electric System or
Interconnected Loads (including financia impacts).” Thefiling
utilitiesintend that the reference to “financia impacts’ prevent
only the imposition on its loads of unreasonable costs to comply
with the new standards.
TOA Sections 5.1, The generation interconnection proposa The assertion that the owners will control the interconnection

5.3.1,5.3.2,10.3.2,
14.6.1.

assgns too much control to thefiling
utilities. Generation interconnection
authority should be under the contral of the
RTO. UAMPS Commentsat 12; MCC
Protest, Dunn Affidavit at 11; NW IPP
Protest at 24-25; Truckee Comments at 6;
Duke Protest at 12.

processin each of their service territoriesis inaccurate. In fact,
RTO West will manage the interconnection process.

RTO West has the power to set its own standards (within
reasonable limits) and to compel an owner to participate in an
expedited arbitration process pursuant to Section 5.3.2 when
interconnection with a requesting party does not occur rapidly.

Page 1 —

ATTACHMENT C TO U.S. FILING UTILITIES REQUEST FOR

LEAVE TO FILE ANSWER AND ANSWER TO PROTEST AND COMMENTS
DOCKET NO. RT01-35-005




Document and
Section or Issuein
Question

Intervenor’s Assertion

Correction/Clarification

TOA Section 5.3 Proposa prevents direct-access customers Section 5.3 requires PTOs to alow interconnections by Electric
from exercisng their right to obtain access Utilities and Generation Owners. Nothing in Section 5.3,
from any entity willing to provide service. however, prohibits interconnections by direct-access entitiesin
ICNU Protest at 24-25. states or service areas where they have such right.

TOA Sections 5.3 Requirement that PTOs cooperate with This comment appears to reflect both an overreading of

and 14 requests by Electric Utility or Generation Section 5.3 and afailure to recognize the expanson provisons
Owner to interconnect and exclusion of other of Section 14. Section 5.3 rdates only to interconnection of new
third- parties seeking to build merchant generators or load-serving utilities. Interconnection related to
tranamission lines for the opportunity to expanding or upgrading the tranamission system is covered by
cregte and sdl new transmisson rights Section 14, and the provisions of Section 14 are not limited to
should be amended to include other qudified any particular type of entity. They apply to any “third- party
third-party sponsors seeking to expand the sponsor.”
system, not only utilities or generetion
owners. NWEC Protest at 11.

TOA Section 6.7.5 Only PTOs may dispute RTO Wedt's The RTO Wet tariff will provide ameansfor dl cusomersto
caculationsof ATCand TTC. ICNU Protest | dispute RTO West's caculation of ATC and TTC through
at 25. Dispute Resolution.

TOA Section 6.7.7 Filing utilities retain the ability to decide Section 6.7.7 requires RTO West to establish a market power
whether indtitute a process at RTO West that and price mitigation program if three conditions are satisfied.
might lead to market power screens. PGP Nothing in the proposd, however, prohibits or limits RTO
Protest at 58. Wedt's ability to establish market power screens.

TOA Section 14.2 Unclear whether PTOS  right to submit abid The PTOs right to submit abid pursuant to Section 14.2 is not
to construct an upgrade or expansion is excusve.
exclusve. ICNU Protest at 18.
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Document and
Section or Issuein

Intervenor’s Assertion

Correction/Clarification

Question
TOA Section 14.6 PTOsmay veto third-party expansion Nothing in Section 14.6 or any other provison of the TOA
projects by withholding their agreement. alows aPTO to veto third- party expansion projects. Thelast
ICNU Protest at 17. sentence of Section 14.6.1.2 explicitly satesthat RTO West
determinations related to third- party projects are subject to the
RTO West Arbitration Process. Moreover, Section 14.3 requires
PTOs to support upgrades or expansions RTO West determines
are necessary and third-party projects that meet RTO West's
standards for interconnection.
TOA Section 16.2 The Commission stated that it is acceptable The Commission’s April 26 Order expressy permitsthe
for Transmission Ownersto “enter into unilatera revenue requirement filings by transmisson owners
agreements with RTO West regarding their “Furthermore, transmission owners can make such revenue
revenue requirement and how it will be requirement filings unilaterdly to the Commission where they
recovered through the RTO West tariff and cannot reach consensus with RTO West.” April 26 Order, dip
file such agreements with the Commission as op. a 34. Section 16.2 is consistent with the April 26 Order.
rate schedules” Thus, a Transmission
Owner remains capable of seeking changes
to itsrates, but, condgstent with the goas of
an RTO, it may only do so with the consent
of RTO West and to the extent consstent
with the RTO West Tariff. Section 16.2
therefore should be deleted consstent with
the Commission’s April 26 ruling. Duke
Protest at 16-17.
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Document and
Section or Issuein

Intervenor’s Assertion

Correction/Clarification

Question
TOA Section 16.2 The Commission’ sdirection to establish The Commission’s April 26 Order never references “uniform
uniform region-wide transmission rates and region-wide transmission rates and charges.” The Order
charges, and to limit the authority of providesthat the RTO, as the sole adminigtrator of the RTO
Transmission Ownersto seek changesin tariff, shdl incorporate the revenue requirements of its members
such rates, charges and fees for services (as approved by the Commission) into a“single, cohesive
provided, was made clear in its April 26 transmisson tariff it will adminigter for the region.” April 26
Order. Duke Protest at 16. Order, dip op. a 34.
TOA Section 16.2 Section 16.2 isinconsigtent with the The Commission’s order addressed the provisions concerning
(Should be TOA Commission’ sdirection to RTO West to innovative rate proposas by transamission owners, which are
Section 16.3) revise the TOA “to diminate the authority of addressed in Section 16.3, not Section 16.2. Thefiling utilities
those transmission owners that are not have revised Section 16.3 as directed by the Commisson’'s
independent of market participants, to April 26 Order.
unilateraly file with the Commission to
establish or change rates under the region Section 16.2 (described above) Smply reserves atransmission
wide RTO tariff.” Duke Protest at 16. owner’ srights under gpplicable law and policy to deveop rates,
charges and fees, which it will assessfor RTO West'suse of its
fadilities. Section 16.2 smply makesit clear that the owner is
not contractudly waiving itsright to do that which the law
permits.
TOA Section 17.5 RTO West' s proposed rate includes costs Section 17.5 isintended to address participation in RTO West by

that the Federal Power Act does not alow
(e.g., crosssubsidy of its generation
function). Alcoa Protest at 9.

municipa and publicly owned nonjurisdictiond transmisson
providers.
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Document and
Section or Issuein

Intervenor’s Assertion

Correction/Clarification

Question

TOA Section 18 The TOA grantsthe filing utilities direct Section 18.2.2 dlows the owners of multi-billiondollar assets
control over RTO West’ s entire budget and over which RTO West receives operationa authority nothing
over the business practices RTO West will more than the opportunity to comment on RTO West's
be obligated to follow. UAMPS Comments management and budget control. This does not amount to
at 12-13; ICNU Protest at 17; Truckee compromising the independence of RTO West.
Comments & 6.

Exhibit H to TOA Customers who suspend pre-existing PTP This provison appliesonly to PTOs. The concernisthat the

contracts and convert to RTO West service
must pay a Transfer Charge for the entire
Company Rate Period, even if the pre-
exigting contract would have expired during
the Company Rate Period. Alcoa Protest
a4.

merchant function of a PTO could terminate a pre-existing PTP
contract with another PTO, used to serve the first PTO’ s load
service obligations, and begin purchasing transamisson service
from RTO West priced only at the first PTO’s own Company
Rate. Thiswould shift revenues among the PTOs during the
Company Rate Period, aresult thefiling utilities are trying to
avoid. Because anonPTO, such as Alcoa, adirect service
indugtrid customer of Bonneville, would not have its own
Company Rate, which it could apply to new service, it would
continue to be an Interconnected Load of the PTO and would
pay the PTO’'s Company Rateif it replaced a pre-exiging
contract with new service from RTO West.
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Document and
Section or Issuein
Question

Intervenor’s Assertion

Correction/Clarification

Exhibit H to TOA

Therequired extension of certain pre-
exiging contracts favors PTOs, particularly
Powerex, and violates a Bonneville rate case

settlement agreement. PGP Protest at 80-84.

Theintent of this provisonisnot to favor the PTOs but rather to
limit their freedom of action during the Company Reate Period.
PTOs are prohibited from terminating payments under pre-
existing contractsin order to avoid cost and revenue shifts
among the PTOs.

As described by the PGP Coadlition, the Powerex contract with
Bonneville from Big Eddy to the Nevada border does not appear
to be necessary to serve Powerex’s own load service obligation
and thus would not be subject to mandatory extenson. The
applicable provison in Exhibit H does not gpply to the Powerex
contract. Even if thiswere not the case, the rollover rights
pursuant to the OATT settlement would be “limited to three (3)
consecutive rollovers of one (1) year each following the
termination of the current Service Agreement.”

Exhibit H to TOA

Filing does not consider how Transfer
Charges change over time. NRU Protest at
31n.23

The Trangfer Charge Adjustment section of Exhibit H addresses
how Transfer Charges may change over time.
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Exhibit Pto TOA

“RTO West Arbitration Process’ is not
defined in Exhibit P. The referencesin
Exhibit P are to “ Transmisson Facilities’
and possibly “Certain Digtribution Fecilities’
and would appear to exclude Exhibit D
facilities from any such dispute. PNGC
Protest at 18.

The definitionsin Exhibit A to the TOA, induding the definition
of “RTO West Arbitration Process” gpply to Exhibit P. The
reason Exhibit P does not address RTO West Controlled
Trangmission Fadilities (which are the fadilities liged on

Exhibit D to the TOA) is because the provisions of Exhibit P are
not necessary for RTO West Controlled Transmisson Facilities.
RTO Wes dready has ample means (through its authority to
require upgrades and expansons to meet Transmission
Adequacy Standards or to make Congestion Management Assets
aufficient, among other things) to resolve any problems with
sarvice across the facilities over which it exercises operationa
control. These provisons are al subject to dispute resolution
under the TOA. To the extent any problems related to RTO
West Controlled Tranamission Facilities adversdy affect the
terms and conditions of service under the RTO West tariff,
affected customers may use the tariff dispute resolution process.

Filing Letter to Stage
2Flinga 29 n.29

Unclear whether EIAC will gpply to
transactions between RTO West and an

The EIAC will apply when atransaction reaches externd
interface access points at the boundary of the combined RTO

and TOA Section 4.2 | Independent Operator. Truckee Comments West and [Canadian] Independent Operator systems.
at 17 n.26.
Stage 2 Fling a Because the revenues associated with a Thisisfdse. RTO West will be avare of revenue credits
Attachment E1 utility’ s use of its own system do not flow included in PTOS revenue recovery ratefilings. RTO West will
(Pricing Proposal) through the Replacement Revenue Podl, use these dataand al other data at its digposal in making any
RTO West would be unaware of this usage. proposa to the Commission concerning revenue recovery
PPC Protest at 15-16. backstop.
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Stage 2 Fling at The EIAC should be rejected because an The request for a prospective ruling is arequest thet the
Attachment E1 under recovery will occur and the EIAC is Commission decide now that RTO West will make a
(Pricing Proposal) goplied in adiscriminatory manner. PPC discriminatory filing in the future if under-recovery occurs and

Protest at 15-16.

that it will target that recovery unfairly.

The proposdl isthat RTO West would file with the

Commission for gpprova of amodification of its tariff when and
if the cumulaive over- or under-recoveries exceed boundaries
based on the highest and lowest revenue figures experienced in a
historic reference period. The only thing a issueiswhether it is
appropriate for RTO West to propose and filearemedy. The
examples provided were only cited to give examples of what
RTO Wes might propose to the Commission.

With regard to the fairness of the examples, “targeting” recovery
isthe same thing as using cost causation for determining
alocation of costs and does not violate the “just and reasonable’
standard for setting rates. If afiling utility’s load is growing,
which reduces the available capacity for sde as FTOs, then the
utility is causng the reduction in revenues by making greater use
of the sysem. In such acaseit would be appropriate to allocate
agreater share of the revenue requirement, consstent with long-
standing regulatory practice on cost causation. On the other
hand, if everyone's use of the system is growing, then agenerd
dlocation of cogts, using an gppropriate alocation factor related
to that growth, isaso ajust and reasonable outcome.
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Stage 2 Fling a The EIAC is discriminatory because a PTO The Revenue Recovery Target does not include the historic
Attachment E1 merchant’s own use of the externd interface usage of a PTO merchant’s use of its own system. Thiswould
(Pricing Proposal) points does not pass through the have likely doubled the Revenue Recovery Target. To make
Replacement Revenue Poal but is credited matching adjusments, one must ether include this“own usg’ in
againg the Company Rate. PPC Protest at the Revenue Recovery Target and then passthe “own use”
15-16. revenues through the Replacement Revenue Poal, or one may
leave the “own use” out of the target and directly credit them
ingtead of sending “own use” through the pool. Both provide
matching adjusments, the filing utilities chose the latter set of
matched adjustments. If directly credited, the “own use”’
revenues will lower the revenue requirement used to set the
owner's Company Rate, so any entity paying the Company Rate
will benefit.
Stage 2 FHling a Unclear whether load growth service must be If anon-converted pre-exigting contract includes the right to
Attachment E1 procured from RTO West rather than receive sarvice for load growth, the provisons of the pre-
(Pricing Proposd) provided under pre-exigting agreements. existing contract will be honored. See Section 8.3.1.
NRU at 19 n.8
Stage 2 Fling a Unclear why only exigting customers will The pages of the RTO West Pricing Proposd cited in this
Attachment E1 pay Company Rate. Truckee Comments comment discuss service to existing customers because they
(Pricing Proposa) a 17 n.26. describe Non-Converted Service (which isrdevant only to pre-
a 15, 16 existing contracts that are not converted). The cited section does
not explain gpplication of the Company Rate. New customers
served from agiven PTO' sfacilities will pay the Company Rete
of that PTO during the Company Rate Period.
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Stage 2 Fling a Unclear why PTOs do not establish arate for What is meant by the cited statement is that PTOs do not

Attachment E1 sarviceto new loads. Truckee Comments edtablish aseparaterate for new loads. New loads are charged

(Pricing Proposa) at 17 n.26. the Company Rate of the gpplicable PTO during the Company

a 19 Rate Period, asis the case with existing native load customers
that are not served under pre-existing contracts (aswell as
customersthat eect to convert certain types of pre-exiging
contracts).

GLOSSARY

PTO: Participating Transmisson Owner

TOA: Transmisson Operating Agreement

EIAC: Externd Interface Access Fee

April 26 Order: Order Granting, with Modification, RTO West Petition for Declaratory Order and Granting TransConnect

Petition for Declaratory Order, 95 FERC {61,114 (2001).
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