RTO West
Market Monitoring Plan*

A.  Purposeand Objectives of the Plan.?

This RTO West Market Monitoring Plan (the “Plan”) is intended to provide for the
independent, impartid, and effective monitoring of, and reporting on: (1) the competitive
performance and efficiency of RTO West Markets and Services, including identification of
opportunities for efficiency improvements; (2) the conduct of Market Participants, Executing
Transmisson Owners, and RTO We4t, including, but not limited to, any exercise or attempt to
exercise market power in any RTO Market or inefficiently reduce the quantity or quality of
transmission service in the region; (3) the operation, use, and congestion of the transmission
system as such system affects competitive conditionsin the region; and (4) the adequacy and
effectiveness of any market rule, procedure, or action that affects the competitiveness or
economic efficiency of RTO West Markets and Services. The Plan complies with the market
monitoring requirements of the Federd Energy Regulatory Commission’s (“FERC”) Order 2000.

An independent Market Monitoring Unit (the “MMU”) will be cregted as part of the RTO
West organization. The MMU may report its sudies and findings performed under the Plan to
FERC, the U.S. Department of Justice, state and provincia regulatory and enforcement entities
(collectively the “Interested Government Agencies’), and the RTO West Board of Trustees, as
gppropriate and a its discretion, consistent with the MMU’ s responsbilities under the Plan.
Subject to confidentidity protections and congistent with its respongibilities under the Plan, the
MMU will provide annua reports to Interested Government Agencies, the RTO West Board of
Trustees, Market Participants, and other interested entities, to provide them with relevant market
data and the results of analyses of that data undertaken by the MMU. In addition, when the
MMU detects market performance in an RTO Market that is inconsstent with a competitive
market, the MMU shdl further analyze the Stuation to determine the cause of such performance.
The MMU will coordinate with the Interested Government Agencies to determine appropriate
MMU reporting to them.

The MMU will aso respond to requests from the Interested Government Agencies for
additiond andlysis or datathe MMU has in its possession, subject to its obligation to protect the
confidentidity of the data, consistent with the scope of its responsibilities, as determined by the
Plan, and consstent with the legitimate needs and statutory purpose and authority of the
Interested Government Agencies. The MMU will aso respond to requests from Market

1t will be necessary to supplement this plan (especialy with respect to the collection and
dissemination of data) when RTO West Markets have been fully designed.

> RTO West will have a separate tariff compliance office that will be responsible for monitoring
and enforcing compliance with the RTO West Tariff.
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Participants as provided in Section H of the Plan. Conggtent with Section E.5 of the Plan, the
MMU dso will respond to complaints of RTO West customers that dlege afalure by RTO West
to properly enforce the provisons of the tariff in a manner that affects market efficiency or
concerns raised about the conduct of RTO West as a Market Participant.

The Plan isintended to protect and foster competition, while minimizing interference
with open and competitive markets. The MMU will recognize that conduct that might under
some circumstances suggest an atempt to exercise market power is, under other circumstances,
procompetitive and efficient. Inmeaking this digtinction, the MMU will generaly focus on an
andysis of the identified conduct and associated market impacts, rather than seeking to
determine the intent of the participant (e.g., the MMU will not conduct profitability andyses that
require comprehengve information on dl the physica and financid postions of a participant).
The MMU will work to ensure that al monitoring and reporting activities are implemented fairly
and conggtently in accordance with the Plan.

B. Independence of M arket Monitoring Unit.

The MMU shal have independence to perform those activities necessary to provide
impartia and effective Market Monitoring within the scope of the Plan. No person, party or
agent, including the RTO West Board of Trustees or employees or an Interested Government
Agency, may screen, dter, deete, or dday MMU analyses or the preparation of findings,
conclusions, and recommendations devel oped by the MMU that fall within the scope of Market
Monitoring respongbilities contained in the Plan.

C. Definitions.
For purposes of the Plan, capitdized terms have the following meanings:

C.1. Interested Government Agencies.

“Interested Government Agencies’ means FERC, the State and Provincid Regulatory
Commissions, the U.S. Department of Justice, State Attorneys General, and other governmental
bodies given jurisdictiona or regulatory authority over energy market mattersin the RTO West
region or the activities of RTO West or its Market Participants.

C.2. Make Monitoring Unit.

“Market Monitoring Unit” means the RTO West personnel and outs de consultants that
will carry out the Plan.
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C.3. Market Participant.

“Market Participant” means any entity that, either directly or through an afiliate,
sdls, brokers, or purchases electric energy, tranamisson sarvices, or ancillary servicesin RTO
West Markets.

C.4. Maket Monitoring.

“Market Monitoring” means the actions of the MMU taken in the course of fulfilling the
responsbilities set forth below in Section E. 1.

C5 PFan
“Plan” means RTO West's Market Monitoring Plan set forth in this document.

C.6. RTOWes Markets.

“RTO West Markets’ means only those markets that are operated or administered by
RTO West. Such markets may include an imbaance energy market, a congestion management
market or system, an ancillary services market, amarket for the purchase or sale of transmisson
rights, and any other market operated or administered by RTO West.

C.7. RTOWes Savices.

“RTO West Services’ means Open Access Transmission Tariff (tariff) services provided
by RTO West.

C.8. Saeand Provincid Regulatory Commissons.

“State and Provincid Regulatory Commissions’ means those state and provincid
regulatory commissions in those states and Canadian provinces that contain a portion of the RTO
West Transmisson System or regulate Market Participants.

D. Scope of Monitoring.

Markets To Be Monitored. The MMU’s Market Monitoring respongbilities extend only
toward monitoring RTO West Markets.

The MMU may gather any publicly available data and information and perform any
andysis pertaining to such other markets thet it determines appropriate to fulfill its Market
Monitoring responghbilities, provided that if such market is dready monitored by an independent
entity, the MMU shdl not duplicate such entity’ s efforts but shall rely on itsreports. These
markets may include, without limitation, gas and fuel markets, spot markets, fudls trangportation
markets, and futures markets.
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The MMU may periodically assessthe effect of bilaterd energy or capacity markets, or
private transmission rights not administered, coordinated, or facilitated by RTO West, on RTO
West Markets and Services, or the effects of RTO West Markets and Services on such markets.
The scope of such assessments shdl be limited to the extent required to fulfill FERC' s Order
2000 requirements that such assessments be performed and subsequent orders on this topic.

E. Structure.

E.1. Responghilities of Market Monitoring Unit.

The MMU dhdl:

a Advise the RTO West Board of Trustees, CEO, and staff, and prepare and
submit to FERC the reports specified herein, on the nature and extent of,
and any impediments to, competition in and the economic efficiency of
RTO West Markets and Services,

b. Ass in the development of the Plan, including the screens and indices
described in Section G of the Plan;

C. Assig the transmission owners and Market Participantsin the
collaborative development of a process that is designed to:

0] Achieve Market Monitoring purposes and objectives,

(in) Afford procedurd protectionsto dl transmisson owners and
Market Participants;

(i) Provide procedura protections when data aertsthe MMU of
market performance inconsstent with a competitive market and, as
part of the follow-up andlyss individua conduct is evaluated (the
process should, a a minimum, specify when and how a party
should be notified and address confidentidity issues);

(iv)  Accommodete differing jurisdictional requirements for Market
Participants and transmission owners (in particular with respect to
Canadian, publicly owned, or cooperatively owned participants);

V) Provide more specifics regarding the information that will be
collected and disseminated by the MMU, including appropriate
trestment of confidentid information (see Section F.2);
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(vi)

(vii)

(viii)

(%)

()

(x)

Provide more specifics regarding the annua report regarding nor
RTO West Markets,

Provide specifics regarding maintenance and dissemination of
information compiled by the MMU (provided senditive bid data
will be released only in conformance with current FERC
standards/policy);

Provide guidance on how the MMU professond staff will
objectively evauate market performance to identify performance
that is inconsstent with a competitive market and andyze the
causes of such performance (industry standards should be
described or identified that could be considered by the MMU staff
to aid their professona judgment);

Establish communication protocols anong the MMU and RTO
West S&ff;

Provide for an annua evauation of RTO West’s desgn’simpact
on the market; and

Betimely and cogt-effective.

Implement the Plan, including the following respongibilities:

)
v)

(i)

Collect information on RTO West Markets and Services as part of
the regular course of RTO West business,

Assemble such information;

Disseminate nonconfidentid information on RTO West Markets
and Services, provided that sengtive bid data shal be disseminated
in compliance with the Protection of Confidentia Data

(see Section F.3);

Evduate the informetion;

When the MMU has detected RTO West Market performance that
isincong stent with a competitive market, andyze further to
determine the cause of the inconsistent performance;

Assst the RTO West Board of Trustees in determining when
gpecific instances of market failure have resulted in the fallure to
mitigate chronic, sgnificant, commercia congestion;
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(vii)  Report data collected pursuant to the Plan to the appropriate
entities as described in the Plan; and

(viii)  In response to a submitted complaint, consder RTO West and
Market Participant operationa behavior.

e. Recommend to the RTO West Board of Trustees modifications to improve its
market rules, tariffs, protocols, or other corrective actions to remedy design flawvs
or otherwise improve the competitiveness or efficiency of RTO West Markets and
Services,

f. Recommend to the RTO West Board of Trustees modifications to improve market
rules, tariffs, or protocols to improve the compatibility of RTO West Markets and
Services with markets and services provided by other western RTOs,

s} Monitor RTO West Markets and Services and, when it detects market
performance thet is inconsstent with a competitive market, andyze further to
determine the causes of such performance; and

h. Such other duties and responsbilities as specified in the Plan, asit may be
amended from time to time.

The MMU ghdl not have authority:

I. To enforce antitrust or other laws, but ingtead shdl notify law enforcement
authorities of suspected violations of law;

J. To impose pendties of any sort, except that the MMU can monitor compliance
with penatiesimposad by the RTO West Tariff or FERC order; and

K. To implement price mitigation measures or changesin tariff provisons or market
design; provided thet in itsreview of the design of RTO West Markets and
Services, the MMU may recommend to the RTO West Board of Trustees (with
notice to FERC) that specific mitigation measures or changes to tariff provisons
or market design be adopted, and that the MMU shdl monitor compliance with
any FERC-approved mitigation measures.
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E.2. Independence of the MMU.

To ensure independence, the RTO West Board of Trustees shall appoint, supervise,
evauate, and discipline an MMU executive. The MMU executive shdl hire, supervise, evauate,
and discipline the MMU gaff. (The MMU executive may hire independent contractors or
consultants to provide part or dl of the servicesrequired in the Plan.) While the MMU will
coordinate with RTO West's CEO and gtaff, as provided below, in some instances it may report
directly to the RTO West Board of Trustees. Ingdtitutiona safeguards will be desgned to ensure
an gppropriate level of MMU independence, especidly in instances in which RTO West isa
Market Participant.

a Market design. When dedling with design flaws and efficiency
improvements, the MMU shal coordinate with appropriate RTO West
daff to address matters at the staff level. If the MMU beievesthat the
saff is not cooperating, the MMU has recourse up the chain of command
in thefollowing order: (i) Chief Operating Officer, (i) Chief Executive
Officer, and the (iii) RTO West Board of Trustees. If the MMU raisesan
issue to the RTO West Board of Trustees, the RTO West Board of
Trustees can bring whatever resources to bear that it finds appropriate to
resolve the issue, including hiring outsde consultants.

b. Inconsistent market performance. When the MMU has detected market
performance that is inconsstent with a competitive market and further
studies the performance to determine its cause, the MMU shdl coordinate
its studies with appropriate RTO gaff. The MMU shdl notify both the
RTO West Board of Trustees and FERC regarding the incons stent market
performance and the need for further study. The results of the study shdll
be reported to both the RTO West Board of Trustees and FERC.

E.3. Compostion of MMU.

The MMU shall be gaffed by employees or consultants with experience and expertise
gppropriate to the analysis of competitive conditions in Northwest markets for energy, ancillary
services, and transmission rights, and to such other responsbilities as are assgned to the MMU
under the Plan. At aminimum, the following areas of expertise shdl be represented: economics,
business’commercid (eg., risk management, commodities, eectric power system operation, and
markets), finance, engineering (including knowledge and experience of Northwest hydrodectric
system operations and statutory and regulatory overlay), statistics, data management, and law.
Thesewill not dl be full-time positions.

E4. Conflictsof Interest.

The RTO West Board of Trustees shall adopt conflicts-of-interest and ethics policies and
standards for the MMU and establish appropriate standards for the professiond and financid
independence of the MMU, including its employees, subcontractors, and consultants. The
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MMU, including each employee, subcontractor, or consultant, shal comply at al times with the
conflicts-of-interest and ethics policies and shdl certify such compliance to the RTO West Board
of Trustees upon request.

E.5. Complaints Regarding Tariff Compliance.

The RTO Wes tariff compliance office shdl have responshility for complaints aleging
that Market Participants have not complied with the RTO West Taiff. The MMU shdl have
responsibility for complaints dleging that RTO West is not complying with its Tariff. When the
MMU determines, inits sole discretion, that such dlegations, if proven, could reasonably be
believed to impact the performance of RTO West Markets, then the MMU may investigate such
complaints. If the results of such an andyss clearly indicate that RTO West hasfailed to
comply with the RTO West Tariff, then the MMU may issue an advisory opinion gating its
conclusions and the reasons therefor. At the complainant’ s request, the MMU shall transmit
therefor any such advisory opinion to FERC or an arbitrator appointed pursuant to the RTO West
Taiff ADR provisons, who may give whatever weight to such opinion thet they deem
appropriate. If the results of such an andysis do not clearly indicate that RTO West hasfailed to
comply with the RTO West Taiff, the MMU may issue a statement so indicating, but shal
refrain from otherwise reporting on the matter.

F. Data Collection and Dissemination.

The MMU'’s access to information generated by RTO West and RTO West Market
Participants shal be limited to information collected by RTO West inits regular course of
busness. The MMU shdl not have the ability to compel further production of informetion.

F.1. Accessto RTO Wes's Data and Information.

[ This section will be developed after RTO West Markets have been more fully defined.
The following is a placeholder pending the development of that detail.]

For purposes of carrying out its respongbilities under the Plan and subject to
confidentidity protections, the MMU shall have access to data or other information gathered or
generated by RTO West in the course of its operations. This data and information shal include,
but not be limited to:

a Hourly injection and withdrawa schedules, bids, and actua output for the
generating units within the RTO West system (including designated network
resources outside RTO West);

b. Catalogued Transmisson Rights within, into, out of, or through the RTO West
sysem,

C. Datardating to RTO West Financid Transmission Option auctions,
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d. Transmission limits (including temporary deratings);

e Hourly flow over RTO West Controlled Transmission Facilities,

f. Dispatch of generation for energy, regulation, and frequency or other operationa
orders, including RTO or control area operating logs or other information
pertaining to such digpatch;

s} Redispatch of generation or other actions taken to manage transmission
congestion;

h. Generation meter data or other actua production data;

I. Logs of transmission requests, including the digposition of the request and the
explanation for any refused, retracted, or annulled requests,

B Logs of generator interconnection requests, including the disposition of the
request and the explanation of any refused requests,

K. Generation and transmission facility outage data;

l. Records of complaints by RTO West Market Participants; and

m. Other information required to be provided to RTO West under its tariffs,
operating agreements, contracts, reliability organization requirements, or

government agency orders.

F.2. Accessto DataNot in RTO West' s Possession.

The MMU may ask atransmission owner or Market Participant for additional
informetion, but it will not have independent authority to compel the production of such
informetion.

F.3.  Protection of Confidentid Data.

[ This section will be developed after RTO West Markets have been more fully defined.
The following is a placeholder pending the development of that detail.]

The MMU will have accessto al of the information possessed by RTO West. Generdly,
information will fal into four categories: (1) routine, nonsengtive information (which will be
regularly released to the public); (2) data and information generated by the MMU;

(3) information that FERC' s policies and standards treat as confidentia, for example,
confidentid bid data; and (4) data that was obtained by RTO West pursuant to a confidentiadity
agreement.
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The MMU may not share confidentid information with any entity; provided thet certain
confidential data can be released publicly pursuant to FERC standards and provided further that
information can be released to Interested Government Agencies as follows. The MMU may
share the second category of information with an Interested Government Agency only to the
extent the Interested Government Agency has entered into a confidentiaity agreement with the
MMU that provides alevel of protection satisfactory to the MMU. The MMU may share the
third and fourth categories of information with an Interested Government Agency only to the
extent the Interested Government Agency has the independent legal authority to compel
production of such datafrom the MMU, RTO Weg, or the data source, and then only to the
extent the Interested Government Agency enters into a confidentidity agreement with the MMU
that provides at least the level of protection afforded by any confidentidity agreement in the
chain of contractua privity between the data source and the MMU. In the event an Interested
Government Agency requests confidentia information, the parties whose informetion is
requested shal be notified and alowed the opportunity to challenge the right of the agency to
obtain such information.

The MMU and regulatory and enforcement entities will need to discussif, when, and how
to publicly release the results of the MMU'’ s further analysi's, and adequate procedura
protections will be afforded to any entity being Sudied.

G. Perfor mance I ndices and Screens.

G.1. Devdopment of Indices and Screens.

The MMU, with due consideration of the proposa's and comments of Market Participants
and other interested parties submitted as specified below, and subject to review and comment by
the market monitor liaison, shall develop and adopt such indices or other screens for reviewing
the data or other information asthe MMU deems gppropriate.

G.2. Conaultation with Market Participants.

In connection with the development of indices and screens as specified above, Market
Participants, Interested Government Agencies, or other interested parties may submit proposed
indices or screensfor review of the data or other information collected in connection with the
implementation of the Plan, dong with any judtification for the adoption thereof, to the MMU for
condderation and adoption if and to the extent gppropriate. The MMU shdl provide Market
Participants and other interested parties the opportunity to comment on any new indices and
screens before their adoption.

G.3. Useof Indices and Screens.

As much as practicable, the MMU shdl review data or other information collected in
connection with implementation of the Plan in accordance with the indices or screens adopted as
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specified above; provided that nothing herein shdl be deemed to prevent the MMU from
conducting such further or different review or evauation of such dataor information as
aopropriate for the effective implementation of the Plan.

H. Complaintsand Requestsfor Further Analysis.

H.1. Reguestsfor Further Andyssfrom Interested Government Agencies and Other
Entities.

Any entity, including an Interested Government Agency, the RTO West Board of
Trustees, any transmission owner, or any Market Participant, may at any time submit information
to the MMU concerning any matter relevant to the responghilities of the MMU under the Plan or
may submit arequest to the MMU for it to conduct a study congstent with its responsibilities
under the Plan. Such submissions or requests may be made on a confidentid basis. The MMU
may request further relevant information available from the requesting entity or other person or
entity as a condition of undertaking any further anayss.

The MMU, inits sole discretion and subject to resource availability, will determine
whether such a study would be cons stent with and reasonably necessary to fulfill the MMU’s
responsibilities under the Plan. If it so determines, the MMU shdl carry out the requested studly.
In exercisng its discretion, the MMU'’ sfird priority isto make sure that RTO West Markets are
designed and operating appropriately; its second priority isto assst the RTO West Board of
Trustees, Interested Government Agencies, and other agencies with jurisdiction over market
performance and RTO West with further andys's, and itsthird priority is to provide assstance
regarding other parties requests for further analyss.

The MMU shdl report the results of these studies, subject to redaction or other measures
necessary for the protection of confidentid informetion, including, without limitation, the
measures prescribed in Section F.3 of the Plan, to the agency requesting the analysis and, as
appropriate, to FERC, other Interested Government Agencies, and the RTO West Board of
Trustees. If the study was requested by a transmission owner or a Market Participant, the MMU
shdl determine the measures necessary for the protection of confidentia information and what
information to release to the requesting entity.

H.2. Procedura Safeguards.

The MMU, in an open stakeholder process, will develop procedures to govern its further
andysdis, including responding to requests or complaints and determining the cause of
performance in an RTO West Market that is incons stent with a competitive market. These
procedures will ensure that an accurate and complete record will be developed, including an
opportunity for Market Participants that are the subject of an MMU andysisto review data and
furnish data, information, interpretations, andysis, and conclusions that will become part of the
factud record pertaining to the andysis.

Page 11 RTO WEST MARKET MONITORING PLAN
ATTACHMENT H1
RTO WEST STAGE 2 FILING - RT01-35



H.3. Reporting of Complaints and Reguests.

The MMU shdl include asummary of its actions or decisons not to act in response to
requests for anadysisin its annua report and in any other periodic or other reports on any matters
within its purview as may be requested by the RTO West Board of Trustees and any of the
Interested Government Agencies.

Reports.

[.1. Periodic Reports.

The MMU shdl prepare and report to the RTO West Board of Trustees at least annualy
on the comptitive performance and efficiency of RTO West Markets and Services. Such report
ghdl include any recommendations of the MMU for the improvement of RTO West Markets and
Services, or of the monitoring, reporting, and other functions undertaken pursuant to the Plan.
The report shdl aso include a description of dl requests for anayss and complaints and the
resolution or disposition thereof. A copy of the report shal be forwarded by the MMU to each
of the Interested Government Agencies. Copies of the report shall be made publicly avalable by
RTO West, subject to redaction or other measures necessary for the protection of confidential
informetion.

[.2. Other Reports or Flings.

The MMU shdl prepare such other periodic or other reports on any matters within its
purview as may be requested by the RTO West Board of Trustees. Interested Government
Agencies may request that the MMU prepare other reports on any matters needed to support their
jurisdictiona responghbilities that are within the MMU’s purview. Asingructed by the RTO
West Board of Trustees, or to the extent the MMU, in the MMU’ s sole discretion, deems such
reports cons stent with and reasonably necessary to fulfill its responsbilities under the Plan, the
MMU shadl prepare such reports, provided that the MMU shall respond to subpoenasin
compliance with applicable law. The MMU shdl aso prepare other reports that it deems

necessary.

Copies of such reports shal be made publicly available by the MMU, subject to redaction
or other measures necessary for the protection of confidentia information.

J. Emergency Rule Changes.

The MMU may identify and develop proposed changes in tariff provisons or market
design, and may discuss and propose these changes to the RTO West Board of Trustees, RTO
West gaff, and Market Participants. The MMU may indicate its preference that such proposals
be given expedited treatment by the RTO West Board of Trustees.
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K. Rights and Remedies.

K.1. With the exception of the limitation of liability pecified in the Plan, nothing
herein shdl prevent RTO West or any other person or entity from asserting any
rightsit may have under the Federal Power Act or any other applicable law,
datute, or regulation, induding the filing of a petition with or otherwise initiating
aproceeding before FERC regarding any matter that is the subject of the Plan.

K.2. Except asand to the extent otherwise specified in the Plan, disputes as to the
implementation of or compliance with the Plan shdl be subject to the RTO West
Dispute Resolution Provisons.
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