RTO West
Planning and Expansion Proposal

A. RTO West Planning and Expansion Authority and Responsibilities.

RTO West will have ultimate planning and expansion authority over RTO West
Controlled Transmission Fadilities™ as provided below.

With respect to Certain Didribution Facilities, any RTO West planning process that
involves Totd Transmission Capability improvements on such facilities will indude the owner
of such facilitiesto determine the best one-system solution. The owner of such facilitieswill
retain ultimate planning authority for loca distribution planning.

A Participating Trangmisson Owner (“PTQ"), in consultetion with its customers and
appropriate Sate entities, has planning authority for its non-RTO West Controlled Transmission
Facilities, including those needed to serve wholesde transactions. If, however, the PTO or the
Transmisson Customer are not satisfied with the results of the PTO and state planning processes
relating to such facilities that are used to provide wholesale service, they can accessthe RTO
West dispute resolution process as provided in the Transmission Operating Agreement before
taking their concernsto the Federd Energy Regulatory Commission (“FERC”).

RTO West will implement a proactive, inclusive, least-cogt, public planning process.
RTO West will make every effort to encourage and support market-based expansion decisons.
RTO West will provide aforum for an open subscription process to facilitate construction of
market-sponsored projects to relieve congestion. In addition, RTO West will have backstop
authority to require expansion in three stuations in which a PTO has not satisfied its obligations
under the Transmission Operating Agreement. First, RTO West will have authority to ensure
compliance with Transmisson Adequacy Standards (which standards relate to the ability of the
RTO Wes Controlled Transmission Facilities to ddliver required power without regard to the
cost of the power being delivered or the congestion costs incurred). Second, RTO West will
have the authority, should a PTO fail to provide sufficient congestion management assets, to
expand the system to ensure sufficiency. Third, RTO West will have the authority to expand the
system in order to restore appropriate levels of Tota Transmisson Capability. Further, if the
RTO West Board of Trustees, in consultation with the Market Monitoring Unit, demongtrates
that specific instances of market failure have precluded cost-effective mitigation of chronic,
ggnificant, commercid congestion, RTO West will have the authority to implement whatever
cost- effective transmission solutions (consstent with each individud PTO's Transmission
Operating Agreement) it fedls are gppropriate to mitigate the congestion. Each PTO is subject to

! Termsthat are capitalized are defined termsin the Transmission Operating Agreement.
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RTO Wed's planning and expansion authority as st out in the Transmission Operating
Agreement.

B. Goalsand Objectives.

The RTO West filers propose a planning and expansion gpproach that meets the
following gods and objectives:

Provides that a Sngle entity is responsible for the planning and expanson of RTO
West Controlled Transmission Facilities and Certain Digribution Fecilities to the extent
provided in the Tranamission Operating Agreement to ensure an outcome that maintains or
improves exigsting reliability levels as contemplated in Order 2000.

Maintains and expands the RTO West Controlled Transmisson Facilitiesin a
manner that encourages an open and competitive market.

Requires a planning process that is specific enough to be used by (i) facility
owners, transmisson customers, and regulators for environmenta and siting approva,
maintenance, and financing decisons and (ii) RTO West for cost alocation decisons.

Worksin concert with the RTO West pricing methodology and congestion
management modd.

Encourages other parties to propose other-than-transmisson solutions and
considers these options as part of an overal least-cost planning process to determine the best
method of complying with Transmission Adequacy Standards.

: Mests transmission customers needs in a comparable and equitable manner while
mesting reliability, performance, operationd, and efficiency gods.

Reviews planning guiddines and relidbility criteriaon an ongoing basis.

Providesfor participation by RTO West in coordinated or joint planning with
other interconnected RTOs.

C. Description of Planning Process.

RTO West, working in cooperation with the PTOs and such advisory stakehol der
committees as it creetes, will design, implement, and maintain a non-discriminatory, proactive,
least-cogt, public planning process. RTO West will encourage market-based responsesto the
planning and expansion needs of the RTO West Controlled Transmission Facilities.
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C.1. RTOWes Planning Responghilities.

At aminimum, RTO Wes will have the fallowing responsihilities:

a Designing, with input from the PTOs and other stakeholders, apublic
planning process that is compatible with the other eements of the RTO West design;

b. Egtablishing advisory committees reating to planning, rdiability, and
operationd planning, to be chaired by RTO West and to include members from the PTOs and
other stakeholders (at a minimum, a Planning Issues Committee should be established to provide
input to the RTO West planning staff and, in certain ingtances, the RTO West Board of
Trustees);

C. Coordinating the overdl planning process and the efforts of the various
participating entities, including interfaces between RTO West planners and non-PTO
transmisson owners,

d. Developing, in an open stakeholder process, applicable reiability criteria,
planning guiddines (for example, optimization of limited transmisson corridors), and
Transmission Adequacy Standards (RTO West will use applicable WECC, NERC, and regiona
criteria, guiddines, and standards until such time as RTO West chooses to supplement or
develop such criteria, guiddines, or tandards as are provided for in the Transmission Operating
Agreement);

e Modifying (if appropriate) and enforcing interconnection standards,

f. Managing system data, including maintaining system planning databases,
creeting future power flow and stability base cases, and maintaining system modes for system
sudies with the input of PTOs and other users of the RTO West Controlled Transmisson
Facilities,

o] Coordinating compliance studies,

h. Determining the transmission capability and projected flows on dl paths,
including their interaction with other paths (Tota Transmisson Capability and Operationa
Transmisson Cgpaliility), on an ongoing basis and afive-year projected bads induding
identifying paths that are experiencing or expected to experience congestion (price, duration,
etc.);

I. Assessing the ability of the RTO West Controlled Transmisson Facilities
to deliver required power without regard to the cost of the power being ddivered (transmission

adequacy) by
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0] Moddling dl tranamission system facilities that affect the RTO
West Controlled Transmission Facilities whether or not they are under RTO West contral,
including facilities located in other RTOs,

(i) Gathering available generator forecasts, load forecasts from al
relevant entities, and system topology information (published &t least annudly);

(i) Andyzing and further developing such information as appropriate
(including supplemental |oad forecasting) to provide afoundeation for testing the transmission
adequacy of the system as awhole; and

(iv) Performing system screening to identify system limitations and
identifying PTOs whose fadilities are involved in the limitations, provided that this RTO West
responsbility does not preclude a PTO from concurrently doing its own screening or other

planning;

B I dentifying opportunities for improvement to RTO West Controlled
Transmission Facilities (RTO West will conceptudly define projects, may engage in conceptual
planning work, and will provide preliminary cost estimates but will not engage in detailed design
of proposed solutions);

K. Encouraging market-driven expansion by market sponsorsto step forward
to implement improvements through an open solicitation of interest;

l. Encouraging other parties to propose other-than-transmisson solutions
and consdering these dternatives as part of its planning process;

m. Developing mechaniams for the ongoing public release of the nonsengtive
information developed in itemsf through | above;

n To the extent that RTO West isinvolved in interconnection requests,
determine who should perform the interconnection studly;

0. Deveoping an annua transmission expansion plan that coversthe
subsequent five years (or more if additiond timeis required to implement the dternatives) and
includes the information developed in itemsf through | above, as well as the following
information from al PTOs and market participants:

0] Discussion of limited corridor issuesin light of gpplicable RTO
West planning guiddines, and

(i) List of projects.
(A)  Proposds (with identification of who is proposing them):
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@ Transmission adequacy;
2 Market-proposed congestion relief; and

3 Potentiad congestion-clearing projectsthat are
identified in item| above;

(B)  Committed projects (with identification of the project
SPOoNSor or project participants):

@ PTO-sponsored transmission adequacy;

2 RTO West-arranged projects;

3 Market-sponsored congestion rdlief; and

p. Coordinating with other agencies (Western Governors Association,

regiona transmission associations, power pools, WSCC, other independent system operators,
regiond transmission organizations, independent transmission companies, non-PTO transmisson
owners, and other affected entities), including submission of data for joint studies and
preparation of associated reports.

C.2. Roleof FERC, States, and Tribes.

RTO West will actively work with FERC, other federal regulatory agencies, states, and
tribes to determine how they might participate in the RTO West planning processin order to
make review and gpprova of a project and its cost recovery as efficient as possible.

C.3. Roleaof PTOs.

RTO West will provide an opportunity for PTOs to participate actively in the RTO West
planning process, including providing needed data, performing studies as gppropriate, proposing
plans to meet Transmission Adequacy Standards, providing detailed project proposals as
required, and implementing solutions. The owners of Certain Digtribution Fecilities will be
involved in any RTO West planning process that involves Totd Transmission Capability
improvements on such facilities to determine the best one- system solution and will meet the
requirements of wholesale customers rlating to such facilities, subject to the dlocation of cost
respongbility as provided in Section F below; provided that the owners of such Certain
Didtribution Fecilities retain ultimate respongbility for the local digtribution load service
planning for al load service.
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C.4. Roleof Non-PTOs

RTO West will provide an opportunity for non-PTO project sponsors to participate in the
RTO West planning process. Non-PTO project sponsors may provide detailed project proposals
to RTO West to includein its expanson plan. Such plans will comply with RTO West planning
guiddines and gpplicable reigbility criteria

D. Expanson.

D.1. Market-Driven Projects.

The overarching god of the planning proposd is to have a dynamic, market-driven
planning process that resultsin the appropriate and least- cost expansion of the RTO West
Controlled Transmisson Facilities. One of the primary drivers of the congestion management
mode is to provide appropriate price sgnas such that rationa and economicaly sound decisons
are made by PTOs and other market participants about expanding the facilities or implementing
non-transmisson dterndives. 1t is contemplated that the formation of RTO West will result in
ggnificantly more public information about the RTO West Controlled Transmisson Facilities,
the use of these fadilities, and the price paid for such uses. The RTO West planning staff will
identify problem areas on the system, from both a transmission adequacy and a congestion
perspective. The RTO West staff will work with PTOs to ensure compliance with Trangmisson
Adequacy Standards. RTO West will aso provide conceptual proposasto ded with congestion
(current and projected) in an open process with full participation of interested parties. RTO West
will solicit interest in such proposdas and facilitate participation to the extent desired by
interested parties. Other parties may submit proposas for consideration in the planning process.
If aproject does not become fully subscribed, RTO West shall not assume that there has been
market failure; rather, RTO West should determine the cause for the inadequate subscription
(e.q., the project was not appropriately scoped or designed, the project is not economicaly viable
based on perceived market risks, etc.) and determine if any changes would make the project
vidble. RTO West is aso encouraged to develop appropriate incentives to cause market-driven

expangon.

D.2. PTO Voduntaily Builds To Meet Transmisson Adeguacy Standards.

After RTO West’s gpprovd of aPTO's expanson plansto satisfy the Transmisson
Adequacy Standards, the PTO will proceed with congtruction of any needed upgrade or facility
and keep RTO West informed of its status.

D.3. RTO Wes's Expanson Authority.

RTO West has authority to cause sysem expansion in four ingances. (i) when RTO
West has determined that a PTO has not met Transmisson Adequacy Standards, (i) when aPTO
has failed to provide sufficient Congestion Management Assts, (iii) when aPTO hasfailed to
restore Total Transmission Capability as provided in the Transmisson Operating Agreement, or
(iv) when chronic, sgnificant, commercia congestion has not been mitigated as aresult of
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market faillure. AsRTO West cannot own transmission facilities, when it “causes’ expangon, it
will arrange for the congtruction of the facilities it determines are necessary (when exercising its
transmission adequacy backstop, RTO West may aso arrange, as appropriate, the
implementation of non-wires solutions). The Transmisson Operating Agreement requiresa PTO
to assst RTO West in arranging for the construction of the needed upgrade or expansion (eg.,
interconnection, Sting and permitting, induding exercising its eminent-domain authority, or

taking necessary actions to condemn rights-of-way for such upgrades and expansions). RTO
West will recover the cogts of the upgrade, expangion, or, in the case of transmission adequacy
“expanson,” the non-wires solution, as provided in Section F below.

Given that the RTO West rate-recovery mechanism is primarily aload-based access fee,
RTO West should cause only cost-€effective expansion that primarily benefits RTO West' s load.

All RTO West decisions regarding system expansion will be subject to RTO West
dispute resolution.

a Transmission Adequacy.

Transmisson adequeacy isthe physical ability of the RTO West Controlled Transmisson
Facilities, irrespective of the cost of energy, to serveload. PTOs have primary responsibility for
complying with RTO West's Transmisson Adequacy Standards.

Non-RTO West Controlled Transmission Facilities, including Certain Didtribution
Facilities, may be planned to different criteriathan RTO West's. A PTO may apply alower
standard to its non-RTO West Controlled Transmission Facilities (including Certain Digribution
Facilities) so long as gpplication of the lower standard will not adversaly impact the reliability of
RTO West Controlled Transmisson Fecilities,

RTO West has authority to require that PTOs comply with Transmission Adequacy
Standards as follows

0] Collect and Andyze System Information.

To provide afoundation for testing the transmission adequacy of the RTO West
Controlled Tranamission Facilities, on an ongoing bads, RTO West will gather avallable
generator and |load forecasts and system topology information. These datawill be available on
the RTO West Web Site on an ongoing basis and organized and published annualy in
documentary form. RTO West will andlyze and further develop that information as appropriate
(induding supplemerta |oad forecasting). After aggregation of thisinformation, RTO West will
determine which PTO' 9S) system(s) are likely to be used to serve transmission requests and
other projected load requirements and will forward such information to the affected PTO(s).
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(i) Verify that PTO’s Proposed Transmission Adequacy Project
Solves System’s Problems.

PTOs have the primary responsibility for satisfying RTO West's Transmisson Adequacy
Standards. PTOswill, based upon the foregoing information provided by RTO West and any
other information available to them, determine whether they will be in compliance with the
Transmisson Adequacy Standards during RTO West' s planning horizon.

If aPTO concludesthat it will be in compliance, it must demongtrate such compliance to
RTO West; RTO West will test that conclusion as described below. If a PTO determines that its
systern will need to be upgraded or expanded in order to comply with the standards during the
planning horizon, the PTO has three options. (1) develop a plan to meet the sandardsin a
process that identifies and eva uates both transmisson and non-transmission solutions and
propose the plan to RTO West; (2) develop a plan to meet the standards and propose the plan to
RTO Weg, which will evduateit in itsleast-cost planning process; or (3) request RTO West to
develop a plan through the RTO West |east-cost planning process.

If multiple PTOs need to beinvolved in order to meet certain aggregated service requests,
RTO West should coordinate the PTOS determination of aplan of service and their respective
obligations within a set time frame. Notwithstanding this coordination role, the PTOsretain
primary respongibility for developing a plan to meet the Transmisson Adequacy Standards and
demondrating the transmission adequacy of their facilitiesto RTO West. If the PTOs cannot
reach agreement, however, RTO West has the authority to determine what isthe preferred least-
cogt plan that will satisfy Transmisson Adequacy Standards during the planning horizon

All PTOs submit their demonstrations of transmission adequacy or proposed plansto
resolve transmission adequacy issuesto RTO West, which will double-check the results (using
the generator, load, and system topology information discussed above) on a smultaneous
system-wide basis by assuming that dl reasonable generation ison. In addition, if aPTO
developed its proposed plan inits own planning process pursuant to option (1) above, RTO West
must confirm that the PTO’ s process identified and evauated non-transmisson dternatives
before gpproving the plan. If dl load is not served, RTO West will determine where
tranamisson insufficiencies exist and publish the results. RTO West will then work with the
affected PTOsto solve their system’ s transmission insufficiencies.

(iir) Implement Transmisson Adeguacy Solution in Absence of
Voluntary Action by PTO(s).

If aPTO does not voluntarily take action to resolve transmission insufficiencies on its
RTO West Controlled Transmission Facilities, RTO West will determine an adequate expansion
solution using its leadt- cost planning process, cause the solution to be implemented, and alocate
the cogts of such solution to the PTO whose RTO West Controlled Transmission Fecilities were
found to be inadequate, as provided in Section F below.
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When there are competing PTO solutions to achieve Transmission Adequacy Standards
and the PTOs cannot agree on which solution to implement or how to share its costs, RTO West
will decide which isthe preferred solution, cause that solution to be implemented, and dlocate
the costs of such solution among the benefiting PTOs as provided in Section F below.

In exercising its authority to ensure compliance with Transmisson Adequacy Standards,
RTO West will consider non-transmission solutions. Although the RTO West Bylaws contain
some limitations on its aility to implement nonttransmission solutions (for example, RTO West
cannot build or purchase the output of a new generating facility), RTO West may accept a non
transmission solution proposed by athird party so long asit is proven to meet the gpplicable
reliability criteriaand FERC will dlow its costs as a transmission cost for the benefiting party or

parties.

All RTO West decisons regarding system expansion reaing to Transmission Adequacy
Standards will be subject to RTO West dispute resolution.

b. Congestion Management Assts.

PTOs have the primary responsibility to maintain Congestion Management Assets that
are sufficient to support their Catalogued Transmisson Rights. If any PTO failsto provide
aufficient Congestion Management Assets, RTO West has the authority to upgrade or expand
RTO West Controlled Transmission Facilities as provided in the Transmisson Operating
Agreement, to ensure sufficiency.

C. Totd Transmisson Cgpability.

RTO West has the authority to upgrade or expand RTO West Controlled Transmission
Fecilitiesto restore Totd Transmisson Cgpability that a PTO hasfalled to restore as required by
the Transmisson Operating Agreement.

d. Chronic, Significant, Commercid Congestion.

RTO West has the authority to implement atransmisson solution it fedsis appropriate if
its Board of Trustees, in consultation with the Market Monitoring Unit, demondrates that
specific ingtance(s) of market failure have precluded the cost-effective mitigation of chronic,
ggnificant, commercia congestion; no specific processis being prescribed for resolving these
types of failures® RTO West's actions will not reduce the reliability of load service. If RTO
West determinesit islikely to exercise such authority, before doing so, RTO West will, inan
open stakeholder forum, develop a process by which to exercise such authority and provide for

2 When determining the appropriate action to take, RTO West will consider a wide range of
aternatives to address the cause of the market failure, including remedying design flaws, changing market
rules, and expanding the system.
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challenges to the outcome of such process to be raised in the RTO West dispute resolution
process.

RTO West will encourage and evauate transmission and nortransmission solutions
when exercigng its authority to relieve chronic, sgnificant, commercia congestion. If no one
voluntarily implements a solution, RTO West will slect a preferred transmission solution and
determine how it will be implemented (including identifying entities to which costs will be
dlocated and identifying and assgning the resulting transmission rights and financid options).
RTO West will publish thisinformation. 1dedlly, market participants or entities being alocated
cogswill voluntarily step forward to implement asolution.  If thereis not sufficient interest to
implement avoluntary solution, RTO West will arrange for the preferred transmisson solution to
be implemented.

e Conditions for Interconnections.

RTO Wes will dlow the interconnection of any entity’s projects (including RTO West-
arranged projects) after the following has taken place™

0] Negative Impacts on Religbility and Transmisson Capability.

RTO West has performed system impact studies to identify the impacts of the proposed
interconnection or upgrade and required the facility’ s sponsor(s) to mitigate negative impacts to
system rdiability and transmission capability, as appropriate;* provided that commercia impacts
will not be consdered;

(i) Opportunity for Participation.

The sponsor(s) of the new facility or upgrade to an RTO West Controlled Transmisson
Facility have offered other interested parties the opportunity to participate in the planning
process for the upgrade or expansion. If the other parties want to modify the proposed project to
increase its transmission cgpabiility or reliability and are willing to assume the increased codts of
the project, the plans for proposed interconnection will be modified; and

(i) Mesting Other Interconnection Requirements.
Thefacility addition or upgrade meets dl interconnection and integration requirements

imposed by PTOs and RTO West pursuant to the Transmission Operating Agreement, generation
integration agreements, and |load integration agreements.

® In addition to the above conditions, a PTO-sponsored upgrade or expansion being implemented
for purposes of satisfying Transmission Adequacy Standards must receive RTO West approval as
described in Section D.3.a above.

* RTO West shall establish a process to determine whether the negative impacts of an
interconnection have been appropriately mitigated, which process shall ensure that the party proposing the
interconnection has a meaningful opportunity to participate.
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E. Development of Processfor RTO West-Caused Construction or Third-Party
Enhancement of Existing Facility.

A third-party project sponsor that is upgrading or expanding a PTO’'sRTO West
Controlled Transmission Facilities will, absent a different agreement with the PTO, (1) assume
sole respongbility for the congtruction and maintenance of the upgrade or facility, (2) indemnify
the PTO and RTO West againgt clams or liability arisng out of the construction or maintenance
of the upgrade or facility, and, (3) if the PTO has exercised its eminent-domain authority, accept
cod respongbility and indemnify the PTO againg dlaims arising from the PTO taking legd title
of the upgrade or facility.

With the input of the PTOs and other stakeholders, RTO West will define a processto
govern when it plansto exercise its authority and cause an upgrade or facility to be built and
when athird party proposes to enhance an existing PTO facility. At aminimum, the process will
provide that (1) a PTO on whose system the upgrade or expansion is proposed has the right to
submit abid to congtruct the upgrade or expansion, (2) either aPTO or the successful third- party
contractor will act as project manager (ensuring that RTO West does not enter the construction
business), and (3) the affected PTO(s) can be involved in the congtruction (at aminimum, in a
coordination role).

F. Allocation of Benefits and Costs.

RTO West has the authority to dlocate costs of expangon in two ingtances. (1) when it
has exercised its authority and caused afacility or addition to be built or requiresa PTO to
participate in an upgrade or expansion to ensure compliance with Transmisson Adequacy
Standards (including when PTOs cannot agree on cost dlocation for joint projects) or (2) when a
project sponsor requests an alocation and can demonstrate that its project has conferred a
transmission adequacy benefit on aPTO. All such dlocations are subject to RTO West dispute
resolution.

If, pursuant to its authority, RTO West determines that upgrades to Certain Distribution
Facilities are necessary to support or improve Totd Transmission Capability or for regiona
reliability, RTO West may arrange for such upgrades as provided in the Transmission Operating
Agreement and dlocate the cogts of such upgrades to those parties that benefit from the
improvement of Tota Transmisson Capability and regiond rdiability. RTO West may alocate
coststo aPTO only if the upgrade was required to satisfy the PTO’s obligations. The PTO shall
have the right to include any such cogsin its gpplicable tariff. All such dlocations are subject to
RTO West dispute resolution.
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F.1. RTO West-Caused Expanson

a Transmisson Adequacy Projects.

When RTO West causes the congruction of an upgrade or new facility or implementsa
non-wire solution to avoid the need to construct a wires solution to ensure compliance with
Transmission Adequacy Standards, RTO West will dlocate the costs of such solution to the PTO
or PTO(s) that are being brought into compliance. The PTO(s) will recover the costs of such
facility through its (their) Company Rate(s) during the Company Rate Period and in a manner
conggtent with the RTO West pricing methodology theregfter.

b. Congestion Management Assets.

When RTO West causes the condtruction of an upgrade or new facility to ensure that a
PTO has sufficient Congestion Management Assets, RTO West will dlocate the costs of such
solution to the PTO or PTO(s) whose Congestion Management Assets are being supplemented.
If the congtruction also confers a transmission adequacy benefit, RTO West will dlocate a
portion of the congtruction costs to the PTO that receives the transmission adequacy benefit. A
PTO(s) will be found to have received a transmission adequacy benefit only if the new upgrade
or facility avoids or defers the need of the PTO to implement a transmission adequacy solution
within RTO West' s planning horizon (as previoudy determined by RTO West in its planning
process). The cogts that RTO West can assign to the benefiting PTO(s) will be capped by the
avoided codts the benefiting PTO(s) would have paid to implement the least-cogt dternative
required to satisfy the Transmission Adequacy Standards.

C. Totd Transmisson Capability.

When RTO West causes the congtruction of an upgrade or new facility to restore Totd
Transmission Cagpability, RTO West will alocate the costs of such upgrade or expansion on a
fair, just, and reasonable basis, based upon what caused the reduction in aggregate capacity and
who benefited from the upgrade or expansion. If the congtruction aso confers atransmisson
adequacy benefit, RTO West will dlocate a portion of the construction costs to the PTO that
receives the transmission adequacy benefit. A PTO(s) will be found to have received a
transmission adequacy benefit only if the new upgrade or facility avoids or defers the need of the
PTO to implement a transmission adequacy solution within RTO West's plaming horizon (as
previoudy determined by RTO West inits planning process). The cogsthat RTO West can
assign to the benefiting PTO(S) will be capped by the avoided costs the benefiting PTO(s) would
have pad to implement the least-cost dternative required to satisfy the Transmission Adequacy
Standards.

d. Chronic, Significant, Commercia Congestion.

When RTO West causes congtruction to mitigate chronic, significant, commercia
congestion, it will alocate costs based upon the principle that costs should follow benefits. RTO
West should (1) identify the benefits of the upgrade or facility, (2) determine the beneficiaries,
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and (3) alocate the cogts to the beneficiaries proportionately to the benefit received. RTO West
may alocate cogts to a PTO whose Interconnected Load has benefited from the upgrade or
expanson. RTO West can dlocate cods relating to the following benefits.,

0] Transmisson Adequacy Benefit.

A transmission adequacy benefit is conferred when an upgrade or facility avoids or defers
the need of the PTO to implement atransmission adequacy solution within RTO West's planning
horizon (as previoudy determined by RTO West in its planning process). The cogtsthat RTO
West can assign to the benefiting PTO(s) will be capped by the avoided cogts the benefiting
PTO(s) would have paid to implement the least-cost dternative required to satisfy the
Transmisson Adequacy Standards. The PTO(s) will recover the costs of such facility through its
(their) Company Rate(s) during the Company Rate Period and in amanner consistent with the
RTO West pricing methodology theresfter.

(i) Area Bendfit.

An area benefit is conferred when an other-than-transmisson-adequacy project resultsin
ademongtrable, other-than-transmissionadequacy benefit to a portion of the RTO West
Transmisson Sysem. RTO West will alocate the codts rdating to identifiable, specific area
benefits to the load located in the area being benefited and recover the dlocated costsin the
PTO's Company Rate(s) during the Company Rate Period or after the Company Rate Period, ina
manner congstent with RTO Wedt's pricing methodology.

(i)  System-wide Bendfit.

A system-wide benefit is conferred when an other-thantransmission adequacy project
results in a demongtrable other-than-transmisson-adequacy benefit to the entire RTO West
Transmission System. RTO West will develop amethod to dlocate the costs that is congstent
with both RTO West' s pricing and congestion management policies.

(v)  Congedtion Relif.”

A congestion relief benefit is conferred when an other-than-transmisson-adequacy RTO
West project results in an avoidance of congestion costs. To the greatest extent possible, RTO
West should directly assign the costs of congestion relief projects to the projects beneficiaries
(RTO West should not default to spreading the costs across the system just because it is difficult

® Transmission rights and financial options will be created as a result of a project with congestion
relief benefits, provided that system transmission capability isincreased. To the extent that RTO West
directly assigns the portion of the costs of such project attributable to congestion relief to specific entities,
those entities will also receive the corresponding transmission rights and financial options. If, however,
RTO West elects to spread the costs of such facilities, the transmission rights and financia options will be
auctioned by RTO West and the proceeds of such auction will offset the costs that are to be spread.
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to determine specific beneficiaries). RTO West will decide how to determine the beneficiaries of
congestion relief and allocate costs accordingly.®

F.2.  Allocation of Transmisson Adequacy Project Costs When Joint Project Sponsors
Cannot Agree on Allocation

When more than one PTO isinvolved in atransmission adequacy project and such PTOs
cannot agree on acost adlocation, RTO West will determine the benefits each party will receive
and allocate cogts accordingly.

F.3. Project Sponsor Requests Allocation.

RTO West will alocate a portion of the costs of anew third- party upgrade or new facility
when a project sponsor requests an alocation and can demongtrate that its project confersa
needed transmission adequacy benefit on aPTO(s). A PTO(s) will be found to have received a
transmission adequacy benefit only if the new upgrade or facility avoids or defers the need of the
PTO to implement a transmission adequacy solution within RTO West' s planning horizon (as
previoudy determined by RTO West in its planning process). Additiondly, even without prior
identification of acompliance issue, aPTO and RTO West may mutudly agree that a third- party
project confers aneeded transmission adequacy benefit. The costs that RTO West can assign to
the benefiting PTO(s) will be capped by the avoided cogts the benefiting PTO(s) would have
paid to implement the least-cost dternative required to satisfy the Transmisson Adequacy
Standards. The PTO will recover the costs of such alocation through its Company Rate during
the Company Rate Period and in amanner congstent with future RTO West pricing
methodologies.

If athird-party project would confer a transmission adequacy benefit but the “benefiting”
PTO has dready identified a solution to bring it into compliance with the Transmisson
Adequacy Standards, the third-party project sponsor and the PTO will discuss the possibility of
developing ajoint project/solution. If these discussions are not successful, the PTO may go
forward with its transmission adequacy solution and will not be alocated a portion of the third-
party project costs, so long asthe PTO obtains al necessary Sting permits and regulatory
goprova and implements the solution.

F.4. Chdlengesto RTO Wes Allocation Decisons.

All of RTO West's cost adlocation decisons will be subject to RTO West dispute
resolution and gppedlable to FERC.

® Although aPTO is not expressly precluded from recovering costs attributable to congestion
relief benefits from its Company Rate, it is anticipated that a PTO will attribute the costs to power
functions relating to a specific set of customers and directly assign the costs to power costs. Ultimately,
the appropriate regulatory entity will decide who will pay for such costs.
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G. Who IsEntitled to Transmission Rights and Financial Options Corresponding with
New Transmission Capability.

G.1. New Fadlities.

An entity that wants to expand the RTO West Controlled Transmisson Facilitiesin order
to receive tranamission rights can go to RTO West and describe the nature of the rights needed
(for example, quantity of Financid Transmisson Options and injection and withdrawd points).
RTO West will andlyze the entity’ s needs, identify possible upgrade and expansion aternatives
that would result in the creetion of such rights, and define the potentia project sponsor’s specific
tranamission rights, financid options, and cost responsbilities under each option. If the entity
condructs an dterndive, it will receive the identified rights and options in exchange for
assuming cost responsibility, athough the project sponsor and RTO West will have ongoing
discussions about whether modifications to the rights and options are gppropriate as a result of
changes to the dternative, as origindly envisoned, or other system changes.

The project sponsor of an expansion other than those described above will receive the
transmission rights and financid options created by such facility, provided that, before the
commencement of construction, the project sponsor and RTO West will negotiate the specific
rights to be received by the project sponsor (eg., the injection and withdrawa locations for
Financid Transmisson Options).

G.2. Rights Corresponding to New Transmission Capahility on Exising Facilities.

When athird-party upgrade or expansion crestes additiond transfer cgpability on any of a
PTO' s RTO Wes Controlled Transmisson Facilities, the PTO shdl have the following rights:

a Upgrades or Expansion Congtructed During the Two Y ears Following the
RTO Wes Transmission Service Commencement Date.

For a period of two years following the RTO West Transmission Service Commencement
Date, PTOswill have aright to participate in construction of upgrades or expansions thet creste
added capability on their RTO West Controlled Transmission Facilities and receive a portion of
the resulting RTO West tranamission rights in exchange for an appropriate cost- sharing
respongbility. Thisisnot a PTO right of first refusd to undertake the upgrade or expansion and
obtain dl resulting RTO West transmission rights. Rather, RTO West, the PTO, and the project
sponsor will negotiate the gppropriate level of PTO participation (including transmission rights,
cost responghilities, and congtruction responghilities, if any), taking into account the following:
applicable federal, sate, and provincia law and regulations; the cagpacity and other vaue crested
on the RTO West Transmission System by the upgrade or expansion; whether the upgrade
increased both Operationa Transmission Capability and Tota Transmission Cgpability or just
Operationd Transmission Capability; the cost contribution of existing facilities; the need of the
PTO to meet its Pre-Exidting Transmisson Agreements and Obligations; the impact of the
upgrade or expangon on the ability of the PTO to meet Transmission Adequacy Standards, and
the cost of the upgrade or expansion.
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If the project sponsor and the PTO cannot agree on the details of the PTO’ s participation,
RTO West will determine an appropriate level of participation based upon the above-listed
factors. RTO West's decision will be subject to dispute resolution.

b. Facilities that the Executing Transmission Owner Plans To Upgrade or
Expand in the Future To Meet Load Service Needs and Other Obligations.

By the second anniversary of the RTO West Transmission Service Commencement Date,
PTOswill prepare ligs identifying their existing RTO West Controlled Transmisson Fecilities
that they anticipate upgrading or adding to in the foreseegble future in order to meet their load
service and other obligations, including load growth (“Pending Project List”). The Pending
Project Ligtiswill include genera descriptions of the nature of the planned upgrade or expansion
and project plans of service (including projected implementation dates). If a PTO does not
congtruct the upgrades or expansions pursuant to the basic plans of service, as adjusted for any
regulatory or environmental assessment delays, the upgrade or expansion will be removed from
the Pending Project Ligt.

Beginning onthefirst day after the second anniversary of the RTO West Transmission
Service Commencement Date, if a project Sponsor proposes an upgrade or expansion that would
add capability on an RTO West Controlled Transmission Fecility that has been identified in a
Pending Project Ligt, the affected PTO(s) will have aright to participate in such upgrade or
expangon and recelve a portion of the resulting RTO West transmission rights in exchange for
an appropriate cost-sharing respongbility. Unless the project sponsor agreesto let a PTO
participate and assume cost respongbility at sometime in the future, a PTO will be required to
participate in the project asit is condructed. Thisisnot aPTO right of first refusal to undertake
the upgrade or expansion and obtain al resulting RTO West transmission rights. The process
detailed in Section G.2.a aove will apply to such stuations.

A project sponsor that begins phased construction of upgrades or expansions after the
RTO Wes Transmission Service Commencement Date will, upon the filing of aplan of service
with RTO West, be entitled to the options set out above. The project sponsor must meet the
basic plans of servicein order to retain the above options.
H. Trangtion to RTO West Planning.

H.1. Operationad Planning.

RTO West has responsibility for the operational planning of the RTO West Controlled
Transmission Facilities and will assume direct responghbility for operationd planning functions
beginning on RTO West' s Transmission Service Commencement Date.
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H.2. Long-Term Pamning.

RTO West will determine how to implement its planning and expansion authority and
fulfill necessary planning respongbilities consgtently with the Transmisson Operating
Agreement. RTO West will determine what information it needs from PTOs, what use to make
of such input, and whether RTO West or the PTOs (or some combination thereof) will perform
gudies. The PTOs anticipate that RTO West’ s approach will evolve over time.

Trangtiond long-term regiond planning is addressed in thefiling letter.
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