Updated December 19, 2005
OVERVIEW OF REVISED GRID WEST BYLAWS DOCUMENTS

The attached documents represent initial drafts with proposed refinements to Grid West’s
governance structure and bylaws to support continued Grid West development work.

A small bylaws work group has developed these drafts based on input received from regional
stakeholders at the November 17, 2005 Grid West Forum. During this meeting, most
participants indicated that they no longer saw compelling reasons for separate sets of
Developmental and Operational Bylaws for Grid West, together with separate decision points
related to Grid West offering transmission agreements to transmission owners (“Decision

Point 3”) and beginning its operational stage (“Decision Point 4”). In fact, the rigid distinction
between Grid West’s developmental and operational stages was in some ways counterproductive,
because it made it more difficult to take logical steps toward staged implementation and led to
unnecessary delay. Most stakeholders also agreed that it no longer makes sense to have “sunset”
and “poison pill” provisions in the Developmental Bylaws (which would have forced Grid West
to dissolve if certain deadlines were missed or if FERC asserted jurisdiction over Grid West’s
activities).

Moreover, most stakeholders recognized that Grid West’s Operational Bylaws have numerous
provisions to protect members, provide for Board accountability, and assure rigorous
consultation processes for all important decisions. With ample process and accountability
provisions in the Grid West Operational Bylaws and no need for the rigid and elaborate
mechanisms that were unique to the Developmental Bylaws, most at the November 17, 2005
Grid West Forum felt it made sense to proceed with a single, integrated set of bylaws for Grid
West, built on the previous form of Grid West Operational Bylaws.

With this background, the Bylaws work group understood its initial task to be as follows:

e Prepare a single set of integrated bylaws that will enable Grid West to move from completion
of development activities into a staged implementation process and ultimately to full
operational capability as contemplated by the Transmission Service Liaison Group (TSLG)
market and operations design (recognizing that the TSLG proposal may need to be refined
based on technical feasibility assessments to take into account reduced transmission owner
participation).

e Remove provisions that are unworkable without BPA participation.

e Incorporate other refinements, such as clarifying the definition “Transmission Agreement,”
updating the definition and voting rights of members of the Major Transmitting Utility
Member Class, refining the concept of “departure from company rate approach” to be more
compatible with existing pricing work group proposals, and other technical revisions.

e With reduced funds for continued development, efficiency of process (without sacrificing
accountability) is more important than ever. Review the governance process requirements in
the aggregate and identify recommended revisions to the bylaws that will improve the
organization. Bring the recommendations to the Grid West Forum for discussion and further
guidance.
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After presenting and receiving feedback on preliminary bylaws proposals at the December 6,
2005 Grid West Forum, the bylaws work group made further revisions (indicated by light orange
shading in the December 19, 2005 draft) to reflect those areas in which the bylaws work group
believed there was consensus.

The revised December 19 bylaws proposal package consists of:

o atable that summarizes and explains the proposed revisions that have been incorporated
into the bylaws; and

o a full draft of a proposed single set of bylaws for Grid West (based on revisions to Grid
West’s Operational Bylaws) with substantive changes shown in redline.

Written comments on this revised package are welcome through January 4, 2006, and should be
sent to Chris Elliott at chrisrtowest@earthlink.net.
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Summary of Proposed Changes to Grid West Operational Bylaws

Item Section

Description of Proposed Change

Reason for Change

1. | Throughout

Delete references to “Operational Board of
Trustees” and “Operational Bylaws” [not
shown in redline to preserve readability]

With a single set of Bylaws to govern Grid West, there is no need to
distinguish between “Developmental” and “Operational” Boards and
Bylaws.

2. | Throughout

Change references from “Board of Trustees”
to “Board of Directors” [not shown in
redline to preserve readability]

The term “director” has the same legal status and effect as “trustee”
under Washington corporate law, but most people are more used to

the term “director.” Using the more common term will make record
keeping easier in the future.

3. 111 Revise definition of “Affiliate” Although members of the bylaws work group believe that the phrase
“or comparable entity” would cover an entity formed under an
interlocal cooperation act (such as UAMPS and UMPA), the specific
words were added to make sure this kind of entity, recognized under
state law, is clearly included.

4, | 114 Revise basic definition of Grid West Board | There will be a short transition period (before election of the

of Directors independent Board of Directors) during which an Interim Board will
be in office. The Bylaws need to be able to distinguish between the
independent Board of Directors and the Interim Board.

5 11.18- Delete definitions related to Developmental | Separate definitions related to a development period are not needed

1.1.10 Board, Developmental Bylaws, and with a single integrated set of Bylaws.
Developmental Stage
1.1.8 (new) | Add defined term “Director.” See explanation under Item 2.
1.1.15 Revise definition of “Geographic Area” The bylaws work group believes it is reasonable to give the Board of

Directors the power to expand the Geographic Area to encompass
additional participants (without having to amend the Bylaws) as future
circumstances may warrant. [Note: The bylaws work group does not
believe that the possibility of expanding the Geographic Area will
change the relationship between Grid West and the California 1SO.]
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Item Section Description of Proposed Change Reason for Change
8. |1.1.17 Add defined term “Grid West Basic This new defined term is used in the definition of “Transmission
Features” Agreement,” in Section 4.3(iii), and in Section 7.1.1(vii). It uses the
TSLG proposal of mid-2005 as the starting point, but also allows for
subsequent refinements. These changes help clarify the intended
operational scope of Grid West.
9. |1121 Add defined term “Interim Board” See explanation under Item 4.
10. | 1.1.24 Revise definition of “Large TDU” See explanation under Item 3.
11. | 1.1.26 Revise definition of “Major Transmitting These refinements to the definition of MTU have been agreed upon by
Utility.” Definition is in most respects the the transmission owners that support continued Grid West
same as before. The provision to bring a development.
TDU class member into the MTU member
class by a vote of MTU class members has
been removed. A requirement that an MTU
sell or arrange to sell transmission services
to eligible customers pursuant to an open
access transmission tariff or its equivalent
has been added.
12. | 1.1.35- Delete definitions related to Operational Separate definitions related to an operational stage are not needed
1.1.37 Board, Operational Bylaws, and Operational | with a single integrated set of Bylaws.
Stage
13. [ 1141 Add defined term “Supermajority Board Because the provisions of Article VII now allow the Board size to
Vote.” (Used in Sections 7.16.7(vi), 7.17, increase (by a Board vote) from its initial size of five Directors to
7.17.2,and 7.17.3) either seven or nine Directors, this new defined term clarifies how
many votes are needed to satisfy a supermajority board voting
requirement, whether the Board is five, seven, or nine members.
14. | 1.142 Revise definition of “Transmission- See explanation under Item 3.
Dependent Utility”
15. | 1.1.43 Revise definition of “Transmission Clarifies that the function of a “Transmission Agreement” is to enable
Agreement” Grid West to implement the “Grid West Basic Features.” This helps
clarify the intended operational scope of Grid West.
16. | 1.1.47 Delete the defined term “Trustee.” See explanation under Item 2.
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Item Section Description of Proposed Change Reason for Change
17. | 3.1 Change “for the Geographic Area” to Grid West may not be providing transmission services with respect to
“within the Geographic Area” the transmission facilities of all of the transmission owners in the
Geographic Area.
18. |3.21 Renumbered and added section heading Drafting change to allow addition of new Section 3.2.2
19. | 3.2.2 Add new limitation on Grid West — Grid See explanation under Item 53.
West many not unilaterally impose (or apply
to FERC to impose) changes on the rate
design of pre-existing transmission rights.
This provision ties together with changes to
Sections 7.16.1, 7.16.3, and 7.16.8.
20. | Article IV | Add provisions to enable an Interim Board to | There will be a short transition period (before election of the
oversee Grid West activities between independent Board of Directors) during which an Interim Board will
adoption of the Bylaws and election of the be in office. The Bylaws need to give the Interim Board the powers
independent Board of Directors necessary to keep the development process going until the
independent Board of Directors is elected and can take over.
21. | Article V Minor wording changes in section headings Clarify wording and make more consistent
in several places
22. | 511 Delete former Section 5.1.1(ii) and renumber | Revision to reflect removal of Section 5.15.2. See explanation under
subsections that follow Item 32.
23. | 5.1.2and Minor technical revision; move provisions All of the other subsections in Section 5.1.1 and 5.1.2 reference other
513 from 5.1.2(x) and (xi) to 5.1.3(ii) and (iii) provisions in the Bylaws in which the applicable rights are clearly
and clarify language conferred. Subsections (x) and (xi) did not operate as clear grants of
rights and so they were moved to Section 5.1.3 and reworded to make
the grant of rights clear. The minor technical revision is to track
revised language in Section 10.1
24. | 5.2.2(i) Delete exception language referring to Update language to reflect change in definition of “Major

definition of Major Transmitting Utility

Transmitting Utility.” See explanation under Item 11.
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Item Section Description of Proposed Change Reason for Change

25. | 5.3.1 Add language that allows Grid West to have | A number of organizations and agencies had already completed the
members as of the date the Grid West process of applying for and receiving admission as members of Grid
Bylaws are adopted West before it was reorganized to a nonmember organization in

November 2005. So long as the membership definitions have not
changed from the time of these entities” applications, they should not
have to repeat the application process once Grid West resumes its
status as a membership corporation. Also, setting up a process that
facilitates additional member pre-qualification will identify those
eligible to vote in the first Member Representative Committee (MRC)
election without unnecessary delay between adopting Grid West’s
Bylaws and electing the independent Board of Directors. See separate
document concerning proposed membership process for further
details.

26. | 5.3.6 Revise provisions related to limitations on See explanation under Item 3.
membership

27. | 54.1 Revise language to identify the specific With a single set of Bylaws, there will not be a predecessor Bylaws
individuals that will serve on the Bylaws Dispute Resolution Committee to carry over from the Developmental
Dispute Resolution Committee Bylaws.

28. | 5.4.3 Add language to allow Bylaws Dispute There will be a short interval between adoption of the Bylaws and the
Resolution Committee members to fill election of the first MRC; the added language provides a mechanism
vacancies on the committee until the first to fill vacancies during that interval.

MRC has been elected

29. | 5.8 Specify record date of first biannual member | We will know the record date that has been set for the first member
meeting meeting by the time the Bylaws are adopted. Including the record

date makes it clearer for everyone and avoids delay.

30. [5.9.2 Specify date of first biannual member We will know the date that has been set for the first member meeting
meeting by the time the Bylaws are adopted. Including the date makes it

clearer for everyone and avoids delay.

31. | 5.14.3(i) Members of the MTU class are divided into | These changes to the voting rights of members of the MTU class have

two groups for purposes of voting. During
the time before Grid West begins offering
transmission services, the groups will be
defined by those that are providing funding

been agreed upon by the transmission owners that support continued
Grid West development.
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Item

Section

Description of Proposed Change

Reason for Change

for Grid West’s continued development and
those that are not. In general, all MTU class
members have equal voting power, except
that the maximum voting power of the group
made up of non-funding transmission owners
is capped at 1/3 of the MTU class’s total
voting power, no matter how many
transmission owners belong to the non-
funding group. Once Grid West begins
offering transmission services, the two
voting groups are defined by those that have
signed Transmission Agreements and those
that have not. The maximum voting power
of the group made up of non-signing
transmission owners is capped at 1/3 of the
MTU class’s total voting power, no matter
how many transmission owners belong to the
non-signing group.

32.

5.15.2

Delete mandatory Member advisory vote for
budgets that exceed previous budget
projections by 15% or more; ties together
with Section 7.9.2

Section 5.15.2 has been deleted because it creates an additional
procedural hurdle without providing significant enhancement to
accountability or cost control. Section 8.4 requires the Budget
Committee (which has Members as the majority) to develop budgets
and future budget projections. Section 8.5.3(iv) also requires that the
Board consult with the Board Advisory Committee concerning
proposed budgets. The Board must include “potential budget
reductions and financial controls when a proposed budget materially
exceeds the expenses for the prior audited fiscal year.” The Board
must also “endeavor to provide the annual budget and any subsequent
modification to the Board Advisory Committee and Governmental
Committee at least ninety (90) days prior to any final action thereon
by the Board of Directors.” Furthermore, the Members have the
ability under Section 5.1.3 to communicate their views to the Board of
Directors through Member resolutions at any time for any reason.

Summary of Proposed Changes to Grid West Operational Bylaws — Page 5




Updated December 19, 2005

Item Section Description of Proposed Change Reason for Change
33. 16.3.1 Add cross-reference to Section 6.3.2(i) Reflect revisions to MRC election rights of members of the MTU
class. See explanation under Item 34.

34. 16.3.2(i) Revise allocation of voting rights with These changes to the MRC election rights of members of the MTU
respect to electing MTU representatives to class have been agreed upon by the transmission owners that support
the MRC. The voting power to elect MTU continued Grid West development. See description of revisions under
representatives to the MRC is allocated in Item 31.
the same manner as general MTU voting
rights under Section 5.14.3(i).

35. | 6.34 Specify date of notice of first biannual We will know the date for notice to be sent for the first member
member meeting meeting by the time the Bylaws are adopted. Including the notice date

makes it clearer for everyone and avoids delay.

36. | 6.3.5(i) and | Add cross-reference to Section 6.3.2(i) Reflect revisions to MRC election rights of members of the MTU

(iii) class. See explanation under Item 34.
37. 1 6.4 Delete language that refers to carrying over | With a single set of Bylaws, there will not be predecessor MRC
MRC members elected under the members to carry over from the Developmental Bylaws.
Developmental Bylaws
38. | 6.7.4and Update language concerning written Track with Washington corporate law that recognizes electronic
other consents (See Sections 6.7.5, 7.4.1, 7.4.5, records (such as e-mail) as well as paper records. (RCW 24.03.465.)
similar 7.4.6,7.9.1,7.17,8.8,11.3.2)
provisions

39. | 7.1.1 Various clarifying revisions Provisions that were previously in subsections (i) and (ii) were moved

up to improve clarity. Other changes clarify that the Interim Board
manages the transition from adoption of the Bylaws to election of the
Board of Directors (there will be no carry-over directors from a
“Developmental Board”); clarify that one of the Board of Directors’
most important initial tasks is to complete development of
Transmission Agreements and that Grid West cannot offer
transmission services until the Board of Directors determines that is
has a “critical mass” of executed Transmission Agreements; combine
provisions concerning necessary federal, provincial, and state
regulatory approvals; clarify that the Board of Directors does not have
to wait until it has executed Transmission Agreements to begin
appropriate early implementation activities that help Grid West move
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Item

Section

Description of Proposed Change

Reason for Change

efficiently toward full operations; and remove language that made
implementation activities contingent upon BPA participation.

40.

7.1.2

Revise language to reduce initial Board size
from nine directors to five directors and to
give the Board the power to increase its size
to seven or nine once Grid West is able to
begin offering transmission services

A five-member Board of Directors (as originally provided under the
Developmental Bylaws) should be more cost-effective than a larger
Board while still providing adequate diversity of background and
experience; the Board will have the power to increase its size to seven
or nine members if the Board wishes to do so once Grid West
becomes a fully operational organization. NOTE: The revised
language in Section 7.1.2 does not permit the Board to decrease its
size back to five or seven once it has been increased to seven or nine.
The bylaws work group recognized that, under Section 7.3, Board
members have the power to remove each other from office only for
cause. The bylaws work group was concerned that if the Board had
the power to decrease its own size, this power could function as a
back-door “ouster’” mechanism, when it should be up to the MRC to
decide if a Board member should have to leave office (without cause)
before the end of his or her term. The consequence of giving the
Board the power to increase its size but not decrease its size is that
once the Board size has been increased, it would take a bylaws
amendment (which requires Member approval) to subsequently
decrease the size of the Board.

41.

Article VII
and beyond

Revise provisions that previously required
seven out of nine Board votes to require four
out of five Board votes

Conforming revisions to reflect reduction in size of Board of
Directors from nine to five.

42.

7.2.1

Clarifying revisions related to process to
identify initial Board candidates

Grid West has already retained Russell Reynolds Associates, which
has provided an initial list of candidates. The Interim Board will
continue to work with Russell Reynolds through the election of the
initial Board of Directors. Provisions in Section 4.3(iii) reflect this
and the revisions in Section 7.2.1 are to harmonize with

Section 4.3(iii).

43.

7.2.2(i)

Harmonize with Section 4.3(iii)

See explanation under Item 42.
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Item Section Description of Proposed Change Reason for Change
44. | 7.2.2(ii) Revise language to require the executive Requiring potential nominees to have significant experience with the
search firm to provide a slate of candidates electric utility industry in the Geographic Area allows the MRC to
for any initial round of Director elections in | elect these kinds of individuals if they wish to, but does not set up a
which at least half of the potential nominees | situation in which the MRC is forced to elect candidates it does not
have significant experience with the electric | want to elect just to satisfy a geographic preference.
utility industry in the Geographic Area
45. | 7.2.3 Delete former section 7.2.3 With a single set of Bylaws, there will be no predecessor
Developmental Board from which directors can be “carried over.”
46. | 7.9.2 Delete provision that ties together with Former Section 7.9.2 has been deleted because it is unnecessary and
Section 5.15.2, which requires a mandatory | an unreasonable intrusion on the independence of the Board of
Member advisory vote and a supermajority Directors. Section 8.5.3(iv) already requires that the Board consult
Board vote to approve budgets that exceed with the Board Advisory Committee concerning proposed budgets.
previous budget projections by 15% or more | The Board must include “potential budget reductions and financial
controls when a proposed budget materially exceeds the expenses for
the prior audited fiscal year.” The Board must also “endeavor to
provide the annual budget and any subsequent modification to the
Board Advisory Committee and Governmental Committee at least
ninety (90) days prior to any final action thereon by the Board of
Directors.” Furthermore, the Members have the ability under Section
5.1.3 to communicate their views to the Board of Directors through
Member resolutions at any time for any reason.
47. | 7.12.2 Delete “guiding principles for Board Former Section 7.12.2 has been deleted because it is an unreasonable

decisions”

intrusion into the Board’s decision-making process and could be
misused to hamstring Grid West by providing a basis to challenge
Board decisions as unwarranted in view of all of the required
considerations. This brings risk of greatly increased costs of
operation and unreasonable delay in implementing good Board
decisions that are opposed by even a single Member.
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Item Section Description of Proposed Change Reason for Change
48. | 7.12.4 Remove language referring to business plans | With a single set of Bylaws, there will be no predecessor
developed by the Developmental Board Developmental Board to develop a business plan for Grid West
operations. The deleted language is unnecessary in any case, because
the remaining language requires that the Board of Directors develop a
three-year business plan by the time Grid West begins to offer
transmission services.
49. | 7.12.6 Remove references to Director Conduct With a single set of Bylaws, there will be no predecessor Director
Rules from the Developmental Bylaws and Conduct Rules to carry over from the Developmental Bylaws
replace with references to a Bylaws
attachment.
50. | 7.15.1 Revise to allow a Director to serve as Grid The Regional Representatives Group has previously expressed a
West’s CEO until Grid West has executed general policy preference for keeping Board and officer positions
Transmission Agreements separate, but had recognized in the Developmental Bylaws that it
would be appropriate to allow an exception for the CEO during Grid
West’s Developmental Stage. The revisions to Section 7.15.1 of these
Bylaws maintain that same policy choice.
51. | 7.15.4 Revise to mesh with Section 7.15.1 Revision harmonizes with exception permitted under Section 7.15.1
52. |1 7.16.1 Change description of special issue (i) from | Conforming changes to reflect revisions to Section 7.16.3. See
“departure from using the company rate explanation under Item 53.
approach” to Grid West’s “initial proposal
for pricing long-term transmission rights”
issued by Grid West
53. | 7.16.3 Revise language relating to how the Special | The bylaws work group proposes revising Section 7.16.3, together with
Issues List process applies to pricing for new | corresponding provisions in Sections 3.2 and 7.16.1, to offer an approach
long-term transmission rights that the bylaws work group hopes will be both workable for Grid West’s
Board and in the spirit of the protections intended by the Special Issues
List. The greatest challenge that the bylaws work group has faced in this
area is uncertainty concerning how Grid West will approach initial
pricing for new long-term transmission rights. The bylaws work group
does not want to repeat earlier mistakes by guessing at what might be
implemented and then later discovering that the language, however well
intended, forecloses solutions that are beneficial to and supported by the
region. The logic behind the provisions as proposed in Section 7.16.3,
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Item

Section

Description of Proposed Change

Reason for Change

together with Sections 3.2 and 7.16.1, is as follows:

0

One of the most important reasons for including “departure from
company rate approach” in the original Special Issues List was that
people were worried about cost-shifts that might occur if Grid West
were to change the pricing applicable to pre-existing transmission
agreements, particularly if the change moved toward “postage
stamp” rates.

Although there has been considerable work to date on possible
pricing approaches for Grid West, the bylaws work group believes
there is no clear consensus about how Grid West may initially price
new long-term transmission rights.

This makes it extremely difficult to draft language about what is “in
bounds” and what is “out of bounds” with respect to an initial
approach to pricing long-term transmission rights without creating
great risk of inadvertently impeding good proposals. Even less
feasible is trying to define what is an impermissible change from an
unknown starting point.

The bylaws work group’s proposed solution is to:

« prohibit Grid West from unilaterally imposing changes to the
rate design of pre-existing long-term transmission rights — see
Section 3.2.2 — (this would not interfere with transmission
owners’ ability to follow applicable regulatory processes to
modify the rates that apply to pre-existing long-term
transmission rights); the limitation in Section 3.2.2 could not
be removed without amending the bylaws, which would require
Member approval,

« require the Board of Directors to follow the Special Issues List
process for its initial proposal for pricing new long-term
transmission rights; and

« rely on the general procedural and consultation provisions, as
well as the Member powers under Section 7.17, to allow
Members to address possible future changes to Grid West’s
initial approach for pricing new long-term transmission rights.
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Item Section Description of Proposed Change

Reason for Change

o After Grid West implements its initial approach to pricing new long-
term transmission rights, any changes to the initial proposal would
be subject to the following protections:

The Grid West Tariff Committee (formed under Section
8.2.1(i)) will be part of ANY changes to Grid West’s tariff (and
changing the pricing would require a change in the tariff);

All tariff changes also have to go through the Board Advisory
Committee and Governmental Committee consultation process,
as required by Section 8.5.3;

Any Member has the right to attend and be heard at any Board
meeting (Section 5.1.3(i))

Members can use Section 7.17 to trigger the requirement for a
Supermajority Board Vote (and 30-day implementation delay)
for any proposed change in pricing if the members feel it is a
major change in policy or scope; and

All Grid West rate filings also will have to go through the usual
regulatory processes, in which all parties with standing can
intervene as they see fit.

o This will enable Members to decide when they feel a proposed
change to Grid West’s approach to pricing new long-term
transmission rights is significant enough to warrant a Supermajority
Board Vote and implementation delay (on top of the general
procedural and consultations requirements that are required for all
tariff changes).

54. | 7.16.7(iii) | Delete reference to Section 7.12.2 of bylaws

Conforming revision to reflect removal of Section 7.12.2. See
explanation under Item 47.

55. | 7.16.8 Delete provision that protected the
“company rate approach” for a minimum

period of eight years

Conforming changes to reflect revisions to Section 7.16.3. See
explanation under Item 53.

56. | 7.16.9 Delete reference to Section 7.12.2 of bylaws

Conforming revision to reflect removal of Section 7.12.2. See
explanation under Item 47.
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Item Section Description of Proposed Change Reason for Change

57. | 7.17.2 Raise level of member vote required to Parties supporting continued Grid West development believe there
trigger Supermajority Board Vote should be strong consensus among members before the provisions of
requirement and implementation delay from | Section 7.17 can be triggered.

18 votes’ worth of voting power to 20 votes’
worth of voting power.

58. | 8.4 Revise language so that the Budget The bylaws work group does not think it makes sense to have a
Committee begins to operate once Grid West | budget committee second-guessing the developmental budget, which
has executed Transmission Agreements will be capped by the funding agreement. The funding agreement

reflects the amount that the funding utilities believe is reasonable to
enable Grid West to complete the process of negotiating Transmission
Agreements and developing initial tariff provisions. Once the
Transmission Agreements have been signed, Grid West must obtain
its own funding and establish its budgets through the Budget
Committee.

59. 1 9.1 Delete language about appointing additional | Section 9.9 covers the same subject.
officers

60. | 9.2 Strike first sentence Unnecessary provision.

61. | 9.13 Revise language to refer to employee With a single set of Bylaws, there will be no predecessor
conduct rules attached to the Bylaws Developmental Board to adopt employee conduct rules that carry

over.

62. | 10.1.1 Technical revisions Reflect updates to Washington law and clarify that provisions cover

Interim Board where appropriate. (RCW 24.03.135.)

63. | 10.1.2 Technical revisions to record-keeping Changes are to conform the language to reflect recent changes to
requirements Washington law. (RCW 24.03.135.)

64. | 10.2.1 Insert the phrase “when applicable” before Clarify that Grid West does not have to meet FERC accounting
“FERC requirements” principles until Grid West’s activities (such as providing transmission

services or operating a balancing market) cause Grid West to become
FERC jurisdictional.
65. | 10.4 Revise to clarify that providing technical Although the Interim Board may develop and provide technical

information is the responsibility of the Board
of Directors

information on a limited basis, Grid West is expected to have a more
robust process to develop and publish this type information once the
Board of Directors takes office.
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Item

Section

Description of Proposed Change

Reason for Change

66.

12.4

Clarify that members are entitled to vote on
the question of whether to dissolve Grid
West, but not on the plan of distribution.

Former language was potentially ambiguous.

67.

124.1

Change reference from “Exhibit A” to
“Attachment C.”

The single set of Bylaws will need a number of additional
attachments.

68.

Former
12.4.3

Remove “poison pill” provision

Former Section 12.4.3 has been deleted as too extreme and
undesirably hostile to FERC. A recent decision by the U.S. Court of
Appeals for the D.C. Circuit leads us to conclude that this “poison
pill” provision is, in any event, unnecessary. In California
Independent System Operator v. FERC, 372 F.3d 395 (D.C.Cir.
2004), the FERC had found the Cal 1SO’s Board to be inadequately
independent and ordered the ISO to change its governance structure,
claiming authority to do so on the ground that the governance
structure was a “practice” affecting jurisdictional rates and service
within the meaning of the Federal Power Act. On review, the Court
of Appeals held that the FERC's statutory jurisdiction over “practices”
extends only to those practices that “directly affect” or “are closely
related” to rates or terms and conditions of jurisdictional service, 372
F.3d at 403, and made very clear that corporate governance doesn't
qualify: “It [FERC] does not have the authority to reform and regulate
the governing body of a public utility under the theory that corporate
governance constitutes a ‘practice’ for ratemaking authority
purposes.” Id. at 404.

69.

12.4.2

Minor clarifications in section title and text

Clean-up edits.

70.

12.5.2

Revise language to allow Board-proposed
Bylaws amendments to be approved by a
vote of at least 16 votes” worth of the
members’ total voting power, which must
include approval of at least 2/3 of the voting
power of three member classes

Experience during the Grid West development process has
demonstrated that we cannot always perfectly anticipate how future
events will affect the documents we develop today. The bylaws work
group felt it would be a good idea to allow Board-proposed Bylaws
amendments to be approved if they have substantial member and
Board support, but without an unreasonably high hurdle.
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PROPOSED ORPERAHONALBYLAWS
FOR

GRID WEST

ARTICLE |
GENERAL PROVISIONS

1.1  Defined Terms. For purposes of these Bylaws, the following terms shall be
defined as follows:

1.1.1 “Affiliate” of a Person means a Person that directly or indirectly through
one (1) or more intermediaries controls, is controlled by, or is under common control with such
Person. For purposes of these Bylaws, in determining whether one (1) Person controls another
Person, without limitation, the direct or indirect ownership or control of or power to vote five
percent (5%) or more of the outstanding voting securities of a corporation shall be deemed to
constitute control of such corporation; provided, however, that in the case of any Person that is a
public utility that owns an interest in an Independent Transmission Company and has divested
ownership of its electric transmission system, such Person and the Independent Transmission
Company shall not be considered Affiliates. In addition, for purposes of these Bylaws:

Q) members of any cooperative corporation shall not, merely by virtue
of membership in such corporation, be deemed to be Affiliates of each other or of the
cooperative corporation;

(i) members of any joint operating agency, joint operating entity, joint
powers authority, entity formed under an interlocal cooperation act, or comparable entity
shall not, merely by virtue of membership in such joint operating agency, joint operating
entity, joint powers authority, entity formed under an interlocal cooperation act, or other
such entity, be considered Affiliates of each other or of the joint operating agency, joint
operating entity, joint powers authority, entity formed under an interlocal cooperation
act, or other comparable entity;

(iii)  separate agencies of a state, a province, or the federal government
shall not be considered Affiliates, regardless of any commonality of political control; and

(iv)  no Crown-owned utility shall be considered an Affiliate of any
State or Provincial Energy Authority.

1.1.2 “Atrticles of Incorporation” means the Articles of Incorporation of the
Corporation, as amended from time to time.
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1.1.3 “Bylaws Dispute Resolution Provisions” means the provisions of

Article XII1.

1.1.4 “Board of Frustees Directors” means beth-the Developmental- Board-of

Frustees-and-the-Operational-Board of-Trustees Directors as elected and holding office in
accordance with applicable provisions of Article VII. The term “Board of Directors” does not

include the Interim Board as defined in Article |V-ferthe-periodsfor-which-they-serve.

1.1.5 “Certain Public Interest Group” is any entity that

Q) is a public interest membership organization that is qualified under
Section 501(c)(3) of the Internal Revenue Code (or, for Canadian organizations,
analogous Canadian law);

(i) is an environmental organization, demand-side management
advocacy organization, energy efficiency advocacy organization, or renewable energy
advocacy organization;

(iii)  has an office within the Geographic Area; and
(iv) s nota Member of any of the following:

@) Member Classes: Major Transmitting Ultilities;
Transmission-Dependent Utilities; Generators, Power Marketers, Large
Generating End-Use Consumers, and Others; or End-Use Consumers; or

(b) Member Sub-Classes: State or Provincial Energy
Authority, or Tribes.

1.1.6 “Consumer Advocate” means a Person that has been recognized,
designated, or funded by or through applicable law or a State or Provincial Energy Authority (or
other agency of a Participating Jurisdiction) for purposes of representing the interests of end-use
consumers in regulatory proceedings within the applicable Participating Jurisdiction.

1.1.7 “Corporation” means Grid West, a Washington nonprofit corporation
formed under the Washington Nonprofit Corporation Act, RCW Chapter 24.03, formerly known
as RTO West.
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1.1.8 “Director” means a member of the Board of Directors.

1.1.9 “Disputing Party” means a Person that is subject to these Bylaws that has

Q) initiated a dispute under the Bylaws Dispute Resolution Provisions
by delivering notice of a demand for arbitration to the Corporation;

(i) been named as a responding party in an arbitration demand issued
under the Bylaws Dispute Resolution Provisions by another Person that is subject to
these Bylaws; or

(iii)  been granted intervener status by the arbitrator(s) selected to
arbitrate a dispute under the Bylaws Dispute Resolution Provisions.

1.1.10 “End-Use Consumer” means a Large Bundled End-Use Consumer, a
Large Unbundled End-Use Consumer, or a Consumer Advocate.

1.1.11 “FERC” means the Federal Energy Regulatory Commission, or any
successor agency.

1.1.12 “FPA” means the Federal Power Act, 16 USC § 792, et seq., as amended
from time to time.

1.1.13 “Generator” means any entity, including, but not limited to,

Q) an Exempt Wholesale Generator (“EWG”) as such term is defined
in Section 32(a)(1) of the Public Utility Holding Company Act of 1935, 15 USC § 79z-
5a(a)(1);

(i) an Independent Power Producer, which means any nonutility
generator that is involved in the ownership or operation of one or more electric
generating facilities on a merchant plant basis;

(iii)  a Qualifying Small Power Producer as such term is defined in
Section 3(17)(D) of the FPA, 16 USC § 796(17)(D); or

(iv)  aQualifying Cogenerator as such term is defined in
Section 3(18)(C) of the FPA, 16 USC § 796(18)(C),

that is not a Large Generating End-Use Consumer and that owns, leases, or otherwise
exercises operational control over one (1) or more electric generating facilities
(including any electric generating facilities on which significant construction has been
completed) that
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@ have (or, upon completion of construction and
commencement of commercial operation, will have) an aggregate net generating
capacity of not less than ten (10) MW; and

(b) are (or, upon completion of construction and
commencement of commercial operation, will be) either located in or dynamically
scheduled into the Geographic Area;

provided, however, that no Power Marketer shall be deemed to be a Generator solely by virtue of
its exercise of the right to direct the production of any electric generating facility that is
physically controlled by an unaffiliated owner or operator.

1.1.14 “Generators, Power Marketers, Large Generating End-Use Consumers,
and Others” means any entity (including, but not limited to, any Generator, Large Generating
End-Use Consumer, or Power Marketer), other than a Major Transmitting Utility, Transmission-
Dependent Utility, State or Provincial Energy Authority, Tribe, or Certain Public Interest Group,
and other than an End-Use Consumer (except as provided by Section 5.2.2(iii)), that is

Q) engaged in purchases or sales of electric power that is scheduled
for delivery within, into, or from the Geographic Area; and

(i) entitled to apply to FERC for an order requiring interconnection or
transmission services pursuant to Sections 210 or 211 of the FPA, or that would be
entitled to apply for such an order were it doing business within the United States, or that
is a marketing affiliate of any such non-U.S. entity seeking transmission services, or that
receives interconnection or transmission services from a Canadian transmission provider.

1.1.15 “Geographic Area” means the portions of the provinces of Alberta and
British Columbia and of the states of Idaho, Montana, Nevada, Oregon, Utah, Washington, and
Wyoming that are electrically within the Western Interconnection, together with any additional
geographic territory within the state of California that is encompassed by the control areas of the
Bonneville Power Administration, PacifiCorp, and Sierra Pacific Power Company as of the
effective date of these Bylaws._The Geographic Area may be expanded (but not diminished) by
a vote of the Board of Directors under Section 7.9.1, so long as any territory added to the
Geographic Area is electrically within the Western Interconnection.

1.1.16 “Governmental Committee” has the meaning specified in Section 8.6.

1.1.17 “Grid West Basic Features” means the elements of market and operations
design for Grid West developed through the efforts of the Grid West Transmission Service
Liaison Group, as described in the Grid West Integrated Proposal Description dated
July 22, 2005 and as subsequently modified by the technical feasibility assessment conducted
November 2005 to [January] 2006, subject to any additions or further modifications that the
Board of Directors determines in its sole discretion are (i) necessary to the workability of one or
more design elements in view of existing regulatory, market, and operational conditions at the
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time of implementation, or (ii) superior to one or more design elements as described in the Grid
West Integrated Proposal Description (including subsequent modifications resulting from the
technical feasibility assessment) provided, however, that the Board of Directors may not modify
the Grid West Basic Features to include elements covered by the “Special Issues List” provisions
of Section 7.16 without first complying with the requirements set forth in Section 7.16.

1.1.18 “Grid West Website” means an Internet site through which the
Corporation makes available information and notices concerning its business, operations, and
services.

1.1.19 “Indemnitee” means an individual made a party to a proceeding because
the individual is or was a Director, officer, employee, or agent of the Corporation, and who
possesses indemnification rights pursuant to the Articles of Incorporation, these Bylaws, or other
corporate action. An employee or agent shall not be considered an Indemnitee pursuant to the
Acrticles of Incorporation or these Bylaws unless the Board of Directors has exercised its power
to provide indemnification to employees and agents generally or with respect to the particular
employee or agent involved in the proceeding. Indemnitee shall also include the heirs,
executors, and other successors in interest of such individuals.

1.1.20 “Independent Transmission Company” means a transmission company
meeting the independence requirements established by FERC Order No. 2000, 89 FERC
161,285 (Dec. 20, 1999), and all supplements and amendments thereto issued by FERC.

1.1.21 “Interim Board” means the interim board of directors as defined in

Article 1V.

1.1.22 “Large Bundled End-Use Consumer” means an end-use consumer of
electric power that

Q) is not a Member of any of the following Member Classes: Major
Transmitting Utilities; Transmission-Dependent Utilities; Generators, Power Marketers,
Large Generating End-Use Consumers, and Others (except as otherwise permitted under
Section 5.2.2(iii)); or State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups;

(i) individually and together with all of its Affiliates had, during the
calendar year immediately preceding the relevant time, an aggregate retail electric load
(not including electrical load for generator start-up or station service purposes) within the
Geographic Area greater than or equal to five (5) aMW; and

(iii)  purchases more than half of its power supply consumed within the
Geographic Area solely from its legally authorized local electric or distribution
utility(ies); provided, however, that if there is a pending dispute concerning the authority
of its local electric or distribution utility(ies) to provide local electric or distribution
service to the applicant or Member, then the applicant or Member shall be assigned to the
Member Sub-Class designated (Large Bundled End-Use Consumer or Large Unbundled
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End-Use Consumer) on the application pending resolution of the dispute. Thereafter, the
Secretary of the Corporation shall assign the Member to the Member Class or Member
Sub-Class consistent with the resolution of the dispute concerning the authority of its
local electric or distribution utility(ies) to provide local electric or distribution service by
settlement of the parties or by a court with jurisdiction; provided, however, that nothing
in this Section 1.1.22(iii) precludes challenges on other grounds under Section 5.5.3 or
resulting reassignment.

1.1.23 “Large Generating End-Use Consumer” means a Large Bundled End-Use
Consumer or a Large Unbundled End-Use Consumer that owns and operates in the Geographic
Area one (1) or more Qualifying Cogeneration Facilities (as such term is defined in 16 USC §
796(18)(B)) that

Q) have an aggregate net generating capacity of not less than ten (10)
MW:; and

(i) areineach instance located in proximity to, and electrically
interconnected with, one (1) or more manufacturing or other industrial production
facilities of such consumer at which electric power is consumed on an end-use basis.

1.1.24 “Large TDU” means a member of the group of those Transmission-
Dependent Utilities that, when taken together, make up the minimum number of Transmission-
Dependent Utilities that can account for at least fifty percent (50%) of the total amount
(measured by MW-hours delivered) of Qualifying Load served by all Transmission-Dependent
Utilities during the preceding year (“Total Qualifying Load”). For purposes of this definition,
“Qualifying Load” means

Q) retail load (sales not for resale), including energy delivered to an
end-use customer located in the service area of the delivering Transmission-Dependent
Utility that is not purchased from such delivering utility; and

(i) a Transmission-Dependent Utility’s wholesale sales to its
members, if the Transmission-Dependent Utility is a joint operating agency, joint
operating entity, generation and transmission cooperative, entity formed under an
interlocal cooperation act, or comparable entity.

Those Transmission-Dependent Utilities that are to be designated as Large TDUs are
identified by establishing a rank order of all Transmission-Dependent Utilities that are Members,
with the Transmission-Dependent Utility that served the largest amount of the Total Qualifying
Load ranked first, the Transmission-Dependent Utility that served the second-largest amount of
the Total Qualifying Load ranked second, and so forth. The minimum number of Transmission-
Dependent Utilities that can together account for at least fifty percent (50%) of the Total
Qualifying Load is determined by beginning with the Transmission-Dependent Utility that
served the largest amount of the Total Qualifying Load and continuing down through the
ranking, including all Transmission-Dependent Utilities (but no more than those) necessary to
account for at least fifty percent (50%) of the Total Qualifying Load. Any Transmission-
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Dependent Utility that would otherwise be a Small TDU shall be a Large TDU if the
Transmission-Dependent Utility is a joint operating agency, joint operating entity, generation
and transmission cooperative, entity formed under an interlocal cooperation act, or comparable
entity with Qualifying Load greater than one million two hundred fifty thousand (1,250,000)
MW-hours during the preceding year. In addition, a Transmission-Dependent Utility that would
otherwise be a Small TDU may participate as a Large TDU if

@ it submits a request to the Large TDUs that it be designated
as a Large TDU;

(b) the Large TDUs invite the requesting Small TDU to
participate as a Large TDU;

(©) the Small TDU accepts such invitation; and
(d) the Large TDUs notify the Secretary of the Corporation.

1.1.25 “Large Unbundled End-Use Consumer” means an end-use consumer of
electric power that

Q) is not a Member of any of the following Member Classes: Major
Transmitting Utilities; Transmission-Dependent Utilities; Generators, Power Marketers,
Large Generating End-Use Consumers, and Others (except as otherwise permitted under
Section 5.2.2(iii)); or State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups;

(i) individually and together with all of its Affiliates had, during the
calendar year immediately preceding the relevant time, an aggregate retail electric load
(not including electrical load for generator start-up or station service purposes) within the
Geographic Area greater than or equal to five (5) aMW;

(iii)  does not purchase more than half of its power supply consumed
within the Geographic Area solely from its legally authorized local electric or
distribution utility(ies); and

(iv)  either

@) is authorized to purchase unbundled transmission services
pursuant to

1) an unbundled retail transmission access program
authorized or instituted by competent jurisdiction under applicable law, or

2 an agreement with the retail utility that formerly
provided the power supply to the End-Use Consumer; provided, however,
that if there is a pending dispute concerning the authority of its local
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electric or distribution utility(ies) to provide local electric or distribution
service to the applicant or Member or to authorize or allow unbundled
retail access, then the applicant or Member shall be assigned to the
Member Sub-Class (Large Bundled End-Use Consumer or Large
Unbundled End-Use Consumer) designated on the application pending
resolution of the dispute. Thereafter, the Secretary of the Corporation
shall assign the Member to the Member Class or Member Sub-Class
consistent with the resolution of the dispute concerning the authority of its
local electric or distribution utility(ies) to provide local electric or
distribution service by settlement of the parties or by a court with
jurisdiction; provided, however, that nothing in this subsection (iv)
precludes challenges on other grounds under Section 5.6 or resulting
reassignment; or

(b) is a “direct service industrial customer,” which means a
direct service industry to which the Bonneville Power Administration is
authorized to sell power under the Pacific Northwest Electric Power Planning and
Conservation Act.

1.1.26 “Major Transmitting Utility” means a transmission owner that has greater
than or equal to five hundred fifty (550) pole miles of electric transmission facilities within the
Geographic Area and offers to sell or arranges to sell electric transmission services over those

facilities to aII eI|Q|bIe customers pursuant to an open access transmlssmn tariff or its
guwalen A

1.1.27 “Market Participant” means any entity that, either directly or through an
Affiliate, sells or brokers electric energy, is the owner or operator of transmission facilities, or
provides transmission services within the Geographic Area.

1.1.28 “Member” means any Person that has become a Member of the
Corporation under and in accordance with the provisions of Article V of these Bylaws, and that
has not resigned or been terminated from membership in the Corporation.

1.1.29 “Member Class” shall have the meaning set forth in Section 5.2.1 of these
Bylaws.

1.1.30 “Member Sub-Class” means a sub-class of Members in any Member

Class.

1.1.31 “Members Representative Committee” or “MRC” shall mean the
committee described in Article VI.
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1.1.32 “NWPCC” means the Northwest Power and Conservation Council, or any
successor organization.

1.1.33 “Participating Jurisdiction” means any state (other than California) or

province, all or any portion of which is located within the Geographic Area.

1.1.34 “Person” means an individual, corporation, cooperative corporation,
municipal corporation, quasi-municipal corporation, limited liability company, mutual
association, partnership, limited partnership, limited liability partnership, association, joint stock
company, trust, unincorporated organization, government entity or political subdivision thereof,
or organization recognized as a legal entity by law in the United States or Canada.

1.1.35 “Power Marketer” means a wholesale power marketer that is authorized
by FERC to sell electric power at market-based rates and that does not own, control, or operate
any electric generation, transmission, or distribution facilities.

1.1.36 “Proceeding” means any threatened, pending, or completed action, suit, or
proceeding, whether civil, criminal, administrative, or investigative, and whether formal or
informal.

1.1.37 “RCW” means the Revised Code of Washington, as amended from time to
time.

1.1.38 “Related Person” of an individual means all of the following: an
individual’s spouse, domestic partner, parents (including stepparents and in-laws), children
(including stepchildren and in-laws), and siblings (including stepsiblings and in-laws).

1.1.39 “Small TDU” means any Transmission-Dependent Utility that is not
designated as a Large TDU pursuant to Section 1.1.24.

1.1.40 “State or Provincial Energy Authority” means

Q) the utilities regulatory commission of each Participating
Jurisdiction;
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(i) any other state or provincial agency, ministry, or department in any
Participating Jurisdiction that has siting, energy policy, or resource planning authority
with regard to electrical energy, and that is designated by the governor or premier of a
Participating Jurisdiction, by notice to the Secretary of the Corporation, as a Member in
the State and Provincial Energy Authority Class, each of the foregoing subject to the
limitations of Section 5.3.3; and

(iii)  the NWPCC.

1.1.41 “Supermajority Board VVote” means the following:

(i) the affirmative vote of at least four (4) Directors during any time
that the Board of Directors consists of five (5) Directors;

(ii) the affirmative vote of at least five (5) Directors during any time
that the Board of Directors consists of seven (7) Directors; and

(iii) _ the affirmative vote of at least seven (7) Directors during any time
that the Board of Directors consists of nine (9) Directors.

1.1.42 “Transmission-Dependent Utility” means any municipality; municipal
utility; public utility district; people’s utility district; cooperative corporation; joint operating
agency, joint operating entity, joint powers authority, entity formed under an interlocal
cooperation act, or comparable entity; irrigation district; mutual association; or tribal utility that

Q) furnishes electric services over an electric transmission or
distribution system (whether its own or its members’) located within the Geographic
Area; and

(i) IS not a Major Transmitting Utility.

1.1.43 “Transmission Agreements” means the agreements executed by the
Corporation with transmission owners or operators that, when effective, will allow the
Corporation to perform services over or with respect to the transmission owners’ or operators’
transmission facilities that fully implement the Grid West Basic Features, as such agreements
may be amended from time to time; provided, however, that nothing in these Bylaws shall
require all of the Grid West Basic Features to be initiated simultaneously.

1.1.44 “Tribe” means a tribe or first nation recognized under applicable U.S. or
Canadian federal law that has trust lands or traditional homelands with an official current address
recognized by the U.S. Department of the Interior within the U.S. portion of the Geographic
Area or reserve lands or lands allocated to the first nation by treaty located within the Canadian
portion of the Geographic Area.
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ARTICLE Il
OFFICES

The principal executive office of the Corporation shall be located at such place as the
Board of Directors may from time to time designate. Additional offices may be established and
maintained at such place or places as the Board of Directors may from time to time designate.

ARTICLE I
PURPOSES AND LIMITATIONS

3.1  Purposes. The purposes for which the Corporation is formed are to serve as an
independent transmission entity forwithin the Geographic Area that endeavors to improve
reliability of the regional transmission grid and efficiency in its use, to provide
nondiscriminatory access to transmission services and related markets, to provide cost-effective
regional transmission planning and expansion, to develop solutions to operational and
commercial problems resulting from limited transmission capacity, to support and establish
effective monitoring and mitigation of market power abuses and market manipulation within the
Geographic Area, and to support effective monitoring of markets and transmission and related
services within the Western Interconnection, all in accordance with these Bylaws, the Articles of
Incorporation, and the applicable requirements of federal and state law, and to endeavor to
provide sustainable customer benefits. In carrying out the foregoing, the Corporation shall take
into account environmental stewardship, regional interests, and cost-effectiveness.

3.2 Limitations.

3.2.1 Ownership and Operational Limitations. The Corporation will not

Q) own any transmission or distribution facilities;
(i) own any interest in generation facilities;

(iii))  own any interest in generation output (except generation output as
appropriate to meet its obligations

@) with respect to congestion management, and
(b) as a control area operator); or

(iv)  operate, or have any financial interest in, a power or energy
exchange in which participation by buyers and sellers of electricity is mandatory;
provided, however, the Corporation may provide mandatory participation rules
for those entities that voluntarily agree to allow the Corporation to operate its
control area.
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3.2.2 Rate Design of Pre-Existing Long-Term Transmission Rights. The
Corporation may not unilaterally impose, or apply to FERC to impose, changes to the rate design
applicable to pre-existing long-term transmission rights. For purposes of this Section 3.2.2, the
term “pre-existing long-term transmission rights”

(i) means transmission rights

(a) with durations of one year or longer;

(b) that are in effect as of the date the Board of Directors
makes the determination described in Section 7.1.1(Vv);

(c) that are held by customers of transmission owners that
enter into Transmission Agreements with the Corporation or that relate to a
transmission owner’s use of its own system to meet load service obligations;

(i) includes rollover rights to the extent that

(a) the agreement or tariff under which the transmission rights
are granted provides for rollover;

(b) the transmission rights relate to a transmission owner’s use
of its own system to meet load service obligations; and

(iii)  includes load growth rights to the extent that

(a) the agreement or tariff under which the transmission rights
are granted provides for load growth; or

(b) the transmission rights relate to a transmission owner’s use
of its own system to meet load service obligations.

[See drafting note under Section 7.16.3]

ARTICLE IV
[Intentionally left blank]

INTERIM BOARD

4.1 Number and Qualifications. The Interim Board shall consist of no fewer than
three (3) members and no more than seven (7) members. No person may serve as an Interim
Board member unless that person is affiliated with a transmission owner or operator that is a
party to a funding agreement with the Corporation as of the date these Bylaws are adopted.
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4.2 Initial Interim Board and Term of Office. The Interim Board members as of the
date these Bylaws are adopted are: Frank Afranji, Randall O. Cloward, H. Charles Durick,
Cameron Lusztig, Mark W. Maher, James McMorran, and Ted D. Williams. The Interim Board
shall serve from the date these Bylaws are adopted until the first Board of Directors is elected
under Article VII.

4.3 Authorities and Responsibilities of Interim Board. Except as otherwise limited by
Section 4.4, the Interim Board shall have the authority and responsibility to manage the affairs of
the Corporation in accordance with the purposes and limitations set forth in Article 11, including
without limitation the authority to:

0) authorize the Corporation to enter into one or more agreements to provide
funding for its activities and operations;

(ii) admit new Members in accordance with the provisions of Section 5.3;

(iii)  ratify actions taken before the adoption of these Bylaws to engage, and
maintain the engagement of, Russell Reynolds Associates to develop a slate of qualified
potential nominees for election to the initial Board of Directors; and

(iv) __ enter into consulting agreements as it deems appropriate to facilitate
continued development of the Grid West Basic Features and to engage in public process
and outreach activities associated with that development, so long as any consulting
agreement may be terminated without liability to Grid West at any time after the Board of
Directors takes office.

4.4 Limitations on Interim Board. The Interim Board may not authorize the
Corporation to execute Transmission Agreements and may not authorize the Corporation to act
as a transmission provider.

4.5 Resignation and Removal of Interim Board Members. Any Interim Board
member may resign from office at any time by providing written notice to the Secretary of the
Corporation. Any Interim Board member may be removed from office by the affirmative vote of
the majority of Interim Board members then in office.

4.6 Interim Board Vacancies. The Interim Board may fill any vacancy on the Interim
Board by an affirmative vote of the majority of Interim Board members then remaining in office,
provided that the person elected to fill the vacancy meets the requirements set forth in
Section 4.1 and has consented to serve on the Interim Board. If the Interim Board chooses not to
fill a vacancy, then the size of the Interim Board shall be reduced to the number of Interim Board
members remaining in office at the time of the Interim Board’s decision not to fill the vacancy,
so long as the Interim Board continues to have at least three (3) members.

4.7 Compensation of Interim Board Members. Interim Board members shall not
receive compensation from the Corporation whether as a Board member or an officer. While
serving on the Interim Board, an Interim Board member may not be an employee of the
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Corporation or a consultant to the Corporation. Notwithstanding the provisions of
Section 7.15.4, an Interim Board member may serve as an officer of the Corporation.

4.8 Prohibition Against Gifts and Loans to Interim Board Members. The Corporation
shall not make any qift or loan of money or property to or quarantee the obligation of any Interim
Board member or Related Person of an Interim Board member.

4.9 Interim Board Conduct Rules. The conduct rules for the Interim Board are set
forth in Attachment A.

4.10 Notice of Meetings of the Interim Board. Notice of meetings of the Interim Board
shall be given to the Interim Board members not less than ten (10) days before the meeting if
delivered by first-class mail or not less than three (3) days before the meeting if the notice is
delivered personally, by telephone, by facsimile, or by electronic mail.

4.11  Waivers of Interim Board Meeting Notice. The notice requirements contained in
Section 4.10 may be waived in writing by any Interim Board member with respect to himself or
herself, either before or after the meeting. The attendance by any Interim Board member at a
meeting shall constitute a waiver of notice of such meeting except when the Interim Board
member attends a meeting for the express purpose of objecting to the transaction of any business
because the meeting is not lawfully called or convened. All waivers shall be made part of the
minutes of the meetings.

4.12 Attendance at Interim Board Meetings. Interim Board members may participate
in an Interim Board meeting through the use of conference telephone, electronic video screen
communication, or similar communications equipment, so long as all Interim Board members
participating in the meeting can hear one another at the same time. Participation in a meeting
pursuant to this Section 4.12 shall constitute presence in person at the meeting.

4.13  Quorum of Interim Board. A majority of the Interim Board members then in
office shall constitute a guorum. A meeting at which a quorum is initially present may continue
to transact business notwithstanding the withdrawal of Interim Board members if any action
taken is approved by the required number of Interim Board members as specified in these
Bylaws. A majority of the Interim Board members then present, whether or not constituting a
guorum, may adjourn any meeting to another time and place.

4.14 Voting of Interim Board. The affirmative vote of a majority of the Interim Board
members then in office shall be the act of the Interim Board. Each Interim Board member shall
have one (1) vote. Interim Board members may not vote by proxy. The Interim Board may,
subject to any applicable law, take any action without a meeting if a consent in the form of a
record, setting forth the action so taken, shall be signed by all of the Interim Board members then
in office.
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ARTICLE V
MEMBERS

5.1 Powers and Rights of Members. The Members shall, subject to these Bylaws and
applicable law, have the rights and powers listed in Sections 5.1.1 through 5.1.3:

5.1.1 Exclusive Member Rights. The Members shall have the exclusive right

and power to

Q) participate in general Member advisory votes submitted to the
Members by the Board of Directors pursuant to Section 5.15.1;

[See drafting note under Section 5.15.2]

(i) nominate and elect members of the MRC pursuant to Section 6.3;

(iii)  remove members of the MRC without cause pursuant to
Section 6.6;

(iv)  participate in and constitute a majority of members on the
Corporation’s Budget Committee pursuant to Section 8.4;

(v) appoint representatives to participate in the Board Advisory
Committee pursuant to Section 8.5.1;

(vi)  approve amendments of these Bylaws proposed by the Board of
Directors pursuant to Section 12.5.2; and

(vii)  express concern about and require a greater Board of Directors
vote to approve a proposal Members consider to be a major change in scope pursuant to
Section 7.17.

5.1.2 Nonexclusive Member Rights and Powers. The Members shall have the
nonexclusive right and power to

Q) remove members of the MRC for cause pursuant to Section 6.6;

(i)  propose candidates for election as Directors pursuant to
Section 7.2.2(i);

(ili)  nominate candidates for advisory committees pursuant to
Section 8.2.2;
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(iv)  review the Corporation’s recerds-statements of accounts and
finances available at the Corporation’s office pursuant to Section 10.1;

(V) receive and review annual and quarterly reports delivered to
Members by Directors pursuant to Section 10.2.3;

(vi)  approve the dissolution of the Corporation pursuant to
Section 12.4.1;

(vii) approve any proposed merger or disposition of significant assets
pursuant to Section 12.4.5;

(viii) propose and approve amendments to these Bylaws pursuant to
Section 12.5.3;

(ix)  resolve disputes concerning these Bylaws pursuant to Article XIII;

[See explanation in bylaws revision summary table]

(xH#) amend the Articles of Incorporation pursuant to the provisions
therein.

5.1.3 Additional Member Rights.

(i) The Members shall have the nonexclusive right to receive notices
of and attend and be heard at meetings of the Members and the Board of Directors as
provided in these Bylaws, and to provide guidance to the Board of Directors through
advisory votes requested by the Board of Directors, by resolutions, and by other means as
determined by the Members.

(ii) The Members shall have the nonexclusive right to require the
Directors to designate a particular independent auditor if dissatisfied with the Directors’
selection; and

(iif)  The Members shall have the nonexclusive right to require the
Directors to perform an independent audit within a specified time.

[See explanation in bylaws revision summary table]
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5.2 Classes of Members.

5.2.1 Identification of Member Classes. The Corporation shall have five (5)
classes of Members (each such class, a “Member Class™) with the voting rights as set forth in
these Bylaws:

(1) the Major Transmitting Utilities Member Class;

(i) the Transmission-Dependent Utilities Member Class, with the
following Member Sub-Classes:

@) Large TDU Member Sub-Class, and
(b) Small TDU Member Sub-Class;

(iii)  the Generators, Power Marketers, Large Generating End-Use
Consumers, and Others Member Class, with the following Member Sub-Classes:

@ Generators Member Sub-Class,
(b) Power Marketers and Others Member Sub-Class, and
(©) Large Generating End-Use Consumers Member Sub-Class;

(iv)  the End-Use Consumers Member Class, with the following
Member Sub-Classes:

@) Large Unbundled End-Use Consumers Member Sub-Class,

(b) Large Bundled End-Use Consumers Member Sub-Class,
and

(©) Consumer Advocates Member Sub-Class; and

(v)  the State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups Member Class, with the following Member Sub-Classes:

@) State and Provincial Energy Authority Member Sub-Class,
(b) Tribes Member Sub-Class, and

(©) Certain Public Interest Groups Member Sub-Class.
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5.2.2 Member Class Assignment Rules. Subject to the following limitations,
any Person that has been determined, in accordance with the provisions of Section 5.3, to be
qualified to become a Member shall be entitled to be a Member of the Member Class for which it
qualifies. No Member may be a Member of more than one (1) Member Class or Member Sub-
Class at any given time, and no Person may be a Member if an Affiliate of such Person is already
a Member. Unless provided otherwise below, a Person that qualifies to be a Member shall be
assigned to a Member Class or Member Sub-Class according to the following provisions;
provided, however, that a Tribe may elect among any of the Member Classes or Member Sub-
Classes for which it qualifies.

Q) If an applicant or Member qualifies for both the Major
Transmitting Utilities Member Class and any other Member Class, it shall be a Member

of the Major Transmitting Utilities Member Class;-exeeptas-set-forth-in-the-definition-of
Major-Transmitting- Uttty

(i) If an applicant or Member qualifies for both the Transmission-
Dependent Utilities Member Class and any Member Class other than the Major
Transmitting Utilities Member Class, it shall be a Member of the Transmission-
Dependent Utilities Member Class.

(iii)  If an applicant or Member qualifies for both the Generators, Power
Marketers, Large Generating End-Use Consumers, and Others Member Class and the
End-Use Consumers Member Class, the following rules shall apply:

€)) If the applicant or Member qualifies as a Large Generating

End-Use Consumer, it shall be entitled to be a Member of either the Generators,
Power Marketers, Large Generating End-Use Consumers, and Others Member
Class or the End-Use Consumers Member Class; provided, however, that once
having elected membership in either of such Member Classes, the Member shall
not (unless such Member no longer qualifies for the class in which it has elected
membership) be entitled, for a period of three (3) years thereafter, to switch its
membership to the other such class.

(b) If the applicant or Member is not a Large Generating End-
Use Consumer, but owns or operates in the Geographic Area one (1) or more
generating facilities located in proximity to, and electrically interconnected with,
one or more of such applicant’s or Member’s manufacturing or other industrial
production facilities at which electric power is consumed on an end-use basis,
then such applicant or Member shall be a Member of the End-Use Consumers
Member Class.

(© In all other instances, if an applicant or Member qualifies
for both the Generators, Power Marketers, Large Generating End-Use Consumers,
and Others Member Class and the End-Use Consumers Member Class, the
applicant or Member shall be a Member of the Generators, Power Marketers,
Large Generating End-Use Consumers, and Others Member Class.
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(iv)  If an applicant or Member qualifies for the End-Use Consumers
Member Class, and only that Member Class, then it shall be a Member of the End-Use
Consumers Member Class.

(V) If an applicant or Member qualifies for the State and Provincial
Energy Authority/Tribes/Certain Public Interest Groups Member Class, and only that
Member Class, it shall be a Member of the State and Provincial Energy
Authority/Tribes/Certain Public Interest Groups Member Class, except that a Tribe may
elect to be a Member of the State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups Member Class even if it qualifies for another class.

(vi)  Ifanapplicant or Member qualifies for the State and Provincial
Energy Authority Member Sub-Class and the Generators, Power Marketers, Large
Generating End-Use Consumers, and Others Member Class, then it shall be a Member of
the State and Provincial Energy Authority Member Sub-Class.

53 Initial Members and Membership Qualifications-and-Admission-of-Members.

5.3.1 In|t|al Membershm@enheweq—fmm—DexMeementalétaqe A—Peesen—s

Feﬁled— The |n|t|al Members of the Corporatlon as of the date these Bvlaws are adopted shaII be

as listed in Attachment B to these Bylaws. Each Member listed in Attachment B to these Bylaws
shall remain a Member for the balance of the calendar year during which these Bylaws are
adopted if the Member

(i) is listed on Attachment B as having requested and received a
waiver of membership fees;

(ii) has paid its membership fee as of the date these Bylaws are

adopted; or

(iii) _ remits to the Corporation full payment of its membership fee
within ten (10) days after receiving written notice from the Corporation that these Bylaws
have been adopted and its membership fee is due.

Any Member described in Section 5.3.1(iii) that has not remitted full payment of its membership
fee within ten (10) days after receiving the written notice described in Section 5.3.1(iii) shall be
deemed to have withdrawn from membership in the Corporation as of the eleventh (11") day
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following the notice described in Section 5.3.1(iii) unless by that date the Secretary of the
Corporation has received from that Member a written request for additional time to remit full
payment of its membership fees. A Member listed in Attachment B that has not paid its
membership fee but has requested additional time to remit payment may not participate in any
Member vote or exercise any other right of membership under these Bylaws until its membership
fee has been paid in full. Any Person that is deemed to have withdrawn from membership in the
Corporation by operation of this paragraph may reapply for membership in the Corporation at

any time.

5.3.2 General Qualifications for Membership. No Person may become or be a
Member unless

Q) such Person is a Major Transmitting Utility; a Transmission-
Dependent Utility; an entity within the definition of “Generators, Power Marketers, Large
Generating End-Use Consumers, and Others”; an End-Use Consumer; a State or
Provincial Energy Authority; a Tribe; or a Certain Public Interest Group; and

(i) such Person has timely paid the requisite initial and subsequent
annual membership fees of $1,000 each year; and, provided, however, that such fees shall
be waived for State or Provincial Energy Authorities and one (1) Consumer Advocate in
each Participating Jurisdiction; and provided, further, that upon their written request, the
Board of Directors may waive or reduce such fees on a nondiscriminatory basis for
Tribes or Certain Public Interest Groups that are applying for membership in the State
and Provincial Energy Authority/Tribes/Certain Public Interest Groups Member Class.

5.3.3 Voting and Ex Officio Members from States and Provinces. Any State or
Provincial Energy Authority shall be admitted to membership, as a voting or ex officio
(nonvoting) Member, upon giving notice to the Secretary of the Corporation of its intent to
become a Member and whether it desires to be a voting or ex officio Member, together with the
name, address, telephone number, facsimile number, and electronic mail address of the State or
Provincial Energy Authority; the name of the State or Provincial Energy Authority chairperson
or director or other individual who is authorized to send and receive notices on behalf of, and
otherwise represent, such State or Provincial Energy Authority in all matters relating to its
membership in the Corporation; and the name of an alternate for such individual; provided,
however, that no more than two (2) State or Provincial Energy Authorities from any given
Participating Jurisdiction (without counting the NWPCC for this purpose) may be Members
(whether voting or ex officio) at the same time; and provided, further, that the NWPCC shall be
entitled to only one (1) membership in the State and Provincial Energy Authority Member Sub-
Class (not one (1) membership per state).

5.3.4 Tribes Membership. Any Tribe shall be admitted to membership upon
payment of the membership fee and giving notice to the Secretary of the Corporation of its intent
to become a Member, together with the name, address, telephone number, facsimile number, and
electronic mail address of the Tribe; the name of the tribal chairperson or director or other
individual who is authorized to send and receive notices on behalf of, and otherwise represent,
such Tribe in all matters relating to its membership in the Corporation; and the name of an
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alternate for such individual; provided, however, that no Tribe may hold more than a single
Member position in the Corporation at any time; and, provided, further, that if a Tribe requests a
waiver of the membership fee, the Tribe shall not become a Member until the waiver has been
granted and all other requirements set forth above are satisfied.

5.3.5 Notice of Acceptance of Membership. Upon acceptance of the
membership application of any entity to be a Member in any Member Class, the Secretary of the
Corporation shall provide notice of such acceptance to each existing Member.

5.3.6 Certain Limitations on Membership. No Affiliate of any Person that is a
Member may be a Member at any time while such Person is a Member. A Person that is a
Member and has as its members other Persons that are Members, such as a joint operating
agency, a joint operating entity, entity formed under an interlocal cooperation act, or a generation
and transmission cooperative, may not be in the same Member Sub-Class as any of its members.

5.3.7 List of Members. The Corporation shall maintain at all times a current list
of the name and address of each Member, along with the name of the designated representative
and alternate representative of each such Member, and Member Class assignment. The list shall
be posted on the Grid West Website and updated periodically.

5.3.8 Member’s Right to Replace Authorized Representative. Any Member
may at any time, effective upon notice to the Secretary of the Corporation, replace the individual
who is authorized to represent such entity and to whom notices shall be sent, or the alternate for
such individual.

5.3.9 Member Obligation to Report Changes in Qualification; Disqualification
and Redesignation of Member Class. Each Member has a continuing obligation to notify the
Secretary of the Corporation of any material change in circumstances that would disqualify it
from membership or require a redesignation of Member Class or Member Sub-Class. The
Secretary of the Corporation shall establish procedures for review and determination of a
Member’s status and redesignation of Member Class or Member Sub-Class, where a Member
fails to qualify for a Member Class or Member Sub-Class, or, if the Member no longer qualifies
for any Member Class or Member Sub-Class, termination of Membership.

54 Membership Dispute Resolution Committee.

5.4.1 Composition of Membership Dispute Resolution Committee. There shall

be a Membership Dispute Resolution Committee consisting of three (3) individuals. The_initial
members of the Develepmen{al—Bylawerembershlp Dlspute Resolutlon Commlttee shall%ewe

Don Brookhvser Malcolm McLeIIan and Susan Ackerman [Draftlnq note: Thls IS sublect to
confirming with the listed individuals that they are willing to serve.]

5.4.2 Membership Dispute Resolution Committee Duties. The Membership
Dispute Resolution Committee shall resolve all disputed membership applications, Member
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qualifications, and Member Class assignments. Membership Dispute Resolution Committee
decisions are final and not appealable.

5.4.3 Vacancies on and Appointments to Membership Dispute Resolution
Committee. Vacancies on the Membership Dispute Resolution Committee shall be filled by
majority vote of the remaining committee members if the MRC has not yet been elected and by
majority vote of the MRC thereafter. Appointees should have a reputation for fairness and an
ability to impartially apply the standards prescribed for resolution of a dispute. If any appointee
is employed by or otherwise affiliated with a Member, that Member and the appointee shall
represent in writing to the Secretary of the Corporation that the appointee is authorized and able
to perform his or her duties on the Membership Dispute Resolution Committee in an independent
and impartial manner, based solely on the merits of the dispute and the standards for membership
specified in these bylaws and without regard to the interests of the Member with which the
appointee is affiliated.

55 Membership Admission Procedures.

5.5.1 Application Requirements. Any Person seeking membership shall submit
an application to the Corporation. The membership application of any Person shall specify the
name, address, telephone number, facsimile number, and electronic mail address of the
requesting Person; the Member Class in which such Person desires to participate; a statement of
the qualifications of such Person for membership in such Member Class; the name of the
individual who is authorized to represent such Person in all matters relating to its membership in
the Corporation (including quorum counts, voting, and sending and receiving notices on behalf
of such entity); and the name of an alternate for such individual.

5.5.2 Appreval-Acceptance or Rejection of Membership Applications. The
Secretary of the Corporation shall accept a completed membership application that satisfies the
requirements of Sections 5.3 and 5.5.1.

Q) If the Secretary of the Corporation has any reason to believe that
any particular application for membership is deficient, the Secretary of the Corporation
may reject the application.

(i) If the Secretary of the Corporation has any reason to believe that
an applicant has not satisfied the requirements of Section 5.3, the Secretary of the
Corporation shall, within thirty (30) days after receipt of such applicant’s completed
membership application, so notify the applicant by first-class mail (with a copy by
electronic mail to the applicant if the applicant has provided notice to the Secretary of the
Corporation of its electronic mail address). If the applicant disputes the rejection, the
dispute shall be submitted to and finally resolved by the Membership Dispute Resolution
Committee.

(iii)  If the Secretary of the Corporation has any reason to believe that

an applicant is not qualified to participate in the Member Class specified in the written
notice from such applicant, but is qualified to participate in another Member Class, the
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Secretary of the Corporation shall, within thirty (30) days after receipt of such applicant’s
completed membership application, so notify the applicant by first-class mail (with a
copy by electronic mail to the applicant if the applicant has provided notice to the
Secretary of the Corporation of its electronic mail address). If the applicant does not
object within fifteen (15) days to the redesignation of membership proposed by the
Secretary of the Corporation, the membership application shall be redesignated for and
accepted in such other Member Class. If the applicant does object to such redesignation
within such fifteen- (15-) day period, the dispute shall be submitted to and finally
resolved by the Membership Dispute Resolution Committee.

(iv)  If the Secretary of the Corporation has reason to believe that any
particular applicant is not qualified to participate in any Member Class, the Secretary of
the Corporation shall, within thirty (30) days after receipt of such applicant’s completed
membership application, forward such application to the Board of Directors, which shall
approve or reject such application. If the Board of Directors rejects the membership
application of any such applicant, it shall send written notice to such applicant by first-
class mail (with a copy by electronic mail to the applicant if the applicant has provided
notice to the Secretary of the Corporation of its electronic mail address), specifying the
reasons for such rejection. If the applicant objects to such rejection, the dispute shall be
submitted to and finally resolved by the Membership Dispute Resolution Committee.

5.5.3 Notice and Right to Challenge Membership Decision. After posting of
notice of acceptance of a Member and initial assignment to a Member Class or Member Sub-
Class to each existing Member by posting on the Grid West Website, each existing Member
may, at any time thereafter, challenge the admission of such entity to membership in the
Corporation or in its designated Member Class. The Secretary of the Corporation shall send
notice of any such challenge to the entity by first-class mail (with a copy by electronic mail to
the entity if the entity has provided notice to the Secretary of the Corporation of its electronic
mail address). Each entity whose admission in the Corporation or in such Member Class has
been challenged shall have the opportunity to respond to the challenge by written submittal to the
Board of Directors to be filed on or prior to the twentieth (20th) day following such notice from
the Secretary of the Corporation. Any such challenge shall be submitted to the Membership
Dispute Resolution Committee for a final determination.

5.6  Member Status Pending Challenge Resolution. Pending resolution by the
Membership Dispute Resolution Committee of any challenge to a Member’s membership in the
Corporation or in its designated Member Class or Member Sub-Class, such Member shall be and
remain a Member in its designated Member Class or Member Sub-Class and shall possess and be
entitled to exercise each and all of the rights and privileges of membership in the Corporation in
such Member Class or Member Sub-Class. The final determination of such challenge shall not
void the election of any members of the MRC, any decision of the MRC, any decision of the
Board of Directors, or any decision of the Members made before such final determination
involving the challenged Member acting in its designated Member Class or Member Sub-Class.
If the challenged Member is determined in such dispute resolution proceeding not to satisfy the
qualifications for membership in the Corporation, the membership of such Member and all of
such Member’s voting rights and other rights of membership shall be terminated effective
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immediately upon such determination. If the challenged Member is determined in such dispute
resolution proceeding not to satisfy the qualifications for membership in the Member Class of
which it is then a Member, but instead to satisfy the qualifications for membership in another
Member Class or Member Sub-Class, such Member shall be reclassified into such other Member
Class or Member Sub-Class effective immediately upon such determination.

5.7 Termination of or Withdrawal from Membership.

5.7.1 Termination for Failure to Pay Membership Fees. If any Member fails to
timely pay the annual membership fee due from such Member for any year pursuant to the
provisions of Section 5.3.2(ii), the Secretary of the Corporation shall notify such Member by
first-class mail, addressed to the Member at the address provided to the Secretary of the
Corporation in accordance with the requirements of these Bylaws, that the Corporation has not
received such membership fee and that such Member’s membership in the Corporation shall be
terminated if the fee is not paid by such Member in full within forty-five (45) days after the date
of deposit of such notice in the U.S. mail. If payment of the full amount of the membership fee
is not received within such period, the membership of such Member in the Corporation shall be
terminated immediately and without any further action upon the expiration of such forty-five-
(45-) day period, and the terminated Member shall cease to have any rights whatsoever as a
Member of the Corporation. Notwithstanding any such termination of membership, all dispute
resolution proceedings and appeals that are in effect or pending as of such termination shall
remain in effect and shall be followed to completion by the terminated Member and by other
affected Members pursuant to these Bylaws. Any Member that has been terminated from
membership in the Corporation may not reapply for membership for a period of one (1) year
from the date of such termination.

5.7.2 Withdrawal from Membership. Any Member may withdraw from the
Corporation upon providing written notice of its withdrawal to the Secretary of the Corporation.
The withdrawal shall be effective upon its receipt by the Secretary of the Corporation.
Notwithstanding such notice of withdrawal, all dispute resolution proceedings and appeals that
are in effect or pending as of the date of the receipt by the Board of Directors of written notice of
such withdrawal shall remain in effect and be followed to completion by the withdrawing
Member and by other affected Members pursuant to these Bylaws. Any Member that has
voluntarily withdrawn from the Corporation may not reapply for membership for a period of six
(6) months from the date of its withdrawal. A Member’s withdrawal from membership does not
affect any obligations of the withdrawing Member to the Corporation under the Corporation’s
tariff or Transmission Agreements.

5.8  Establishment of Record Date for Member Votes. In order that the Corporation
may determine the Members entitled to vote in any election of members of the MRC or on any
other matter on which the Members are entitled to vote (other than the first biannual meeting of
Members under these Bylaws, for which the record date shall be , 2006), the Board of
Directors shall set the record date, which shall be the date of notice to the Members of any
meeting at which any matter is to be presented to the Members for a vote. Members specified on
the list maintained by the Secretary of the Corporation on the record date are entitled to notice of
such meeting and to vote at any such meeting if they continue to be Members as of the date of
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the meeting and their designated representative or alternate is present. If the Board of Directors
calls a meeting of one (1) or more Member Classes or Sub-Classes (but fewer than all Member
Classes), the Board of Directors shall specify the record date applicable to the meeting according
to the procedures and timing the Board of Directors determines to be fair and reasonable in the
applicable circumstances.

5.9 Meetings of Members.

5.9.1 Biannual Member Meeting. There shall be biannual meetings of the
Members of the Corporation at approximately six- (6-) month intervals at such date, time, and
place within the Geographic Area as the Board of Directors shall determine. At one (1) such
biannual meeting, the members of the Board of Directors and officers of the Corporation shall

0] deliver to the Members (to the extent not delivered previously) the
annual financial statements of the Corporation prepared in accordance with the
requirements of Section 10.2 and copies of the Corporation’s budget and budget forecasts
prepared in accordance with Section 8.4.2;

(i) discuss other significant matters affecting the Corporation;

(iii)  describe the Corporation’s progress on carrying out the purposes in
Article I11; and

(iv)  respond to any questions of the Members with respect thereto.

5.9.2 First Biannual Member Meeting-Buring-Operational-Stage. The first
blannual meeting of Members shaII be on , 2006eendeeteelw&h+neeeé@)—menths

At that sameJetannueLmeetlng the Members shaII hoId the flrst vote to elect the MRC under
these Bylaws as set forth in Section 6.3.

5.9.3 Member Identification of Committee Candidates. At the first biannual
meeting of Members each year, the membership shall forward to the Board of Directors names of
candidates for the Board to consider for appointment to serve as representatives of the Members
on the Budget Committee. At that same biannual meeting, the membership shall forward to the
Board of Directors names of candidates to serve on any advisory committees whose membership
is appointed by the Board of Directors (such as the Tariff Committee, Operations Committee,
and Planning Committee).

5.9.4 Special Member Meetings. In addition to the meetings of the Members
required under Section 5.9.1,

Q) special meetings of the Members for any purpose or purposes may
be called at any time by

@) the President of the Corporation,
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(b) the Board of Directors,

() not less than one-third (1/3) of the Members entitled to vote
at such meeting, or

(d) not less than a majority of the Members in any two (2)
Member Classes; and

(i) special meetings of the Members in any Member Class or Member
Sub-Class for any purpose or purposes may be called at any time by

@ the President of the Corporation,
(b) the Board of Directors, or

(©) not less than one-third (1/3) of the Members entitled to vote
at such meeting.

Any such special meetings shall be held at such date, time, and place within the Geographic Area
as may be determined by the person or persons calling such meeting.

5.10 Notice of Meetings of Members.

5.10.1 Timing and Manner of Notices. Notice of regularly scheduled and special
meetings shall be given to each Member entitled to vote at such meeting not less than ten (10)
days and not more than fifty (50) days prior to the meeting; or not less than thirty (30) days and
not more than fifty (50) days prior to the meeting in the case of any meeting

Q) to vote on the election of one (1) or more members of the MRC,;
(i) to vote on any proposed amendment to the Bylaws; or
(ili)  to vote on dissolution of the Corporation.

Notice shall be made either personally or by first-class mail, with a copy by electronic
mail to any such Member that has provided notice to the Secretary of the Corporation of such
Member’s electronic mail address. If mailed, such notice shall be deemed given when deposited
in the U.S. or Canadian mail, with first-class postage thereon prepaid, addressed to the Member
at the address provided to the Secretary of the Corporation in accordance with the requirements
of these Bylaws. Each such notice shall state the date, time, and place of the meeting and the
meeting agenda, including the purpose or purposes for which the meeting is called.

5.10.2 Effect of Lack of Notice and Agenda Changes. At the biannual meetings
of the Members of the Corporation, the failure of any item to be included in the notice or on the
agenda shall not prevent action from being taken at the meetings; provided, however, that if any
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changes are made to any such agenda before the meeting, the Secretary of the Corporation shall
make reasonable efforts to provide the Members of the Corporation of any such changes as soon
as practicable in advance of the meeting. At any other meeting of the Members, the failure of
any item to be included in the notice or on the agenda shall prevent action on that item from
being taken at the meeting.

5.10.3 Public Notice of Member Meetings. Public notice of each meeting of the
Members, and each meeting of any two (2) or more Member Classes, shall be placed on the Grid
West Website and posted at the offices of the Corporation at least ten (10) days before such
meeting. Public notice of any adjournment and reconvening of any such meeting shall be placed
on the Grid West Website and posted at the offices of the Corporation as soon as practicable
after any such adjournment. Each such notice shall include an agenda for the meeting. If any
changes are made to any such agenda before the meeting to which the agenda relates, the
Secretary of the Corporation shall make reasonable efforts to provide public notice of any such
changes as soon as practicable in advance of the meeting. In addition, notice of each meeting of
the Members, and each meeting of any two (2) or more Member Classes, shall be sent by the
Secretary of the Corporation, by first-class mail, telegram (charges prepaid), facsimile, or
electronic mail, to each member of the public who so requests and who has provided the
Secretary of the Corporation with complete information regarding such person’s name and
address; provided, however, that the failure of any such member of the public to receive notice of
any meeting of the Members shall not under any circumstances affect the validity of such
meeting or any action taken at such meeting.

5.11 Open Member Meetings. Except as hereinafter set forth, any member of the
public may attend and observe the proceedings of any meeting of the Members, and any meeting
of any two (2) or more Member Classes, noticed pursuant to Section 5.10.3. Notwithstanding
the foregoing, Members may, with notice to the Secretary of the Corporation in each instance,
hold any such meeting in closed session for the same purposes and to the same extent as the
Board of Directors is entitled to hold closed sessions pursuant to Section 7.6.

5.12 Member Waivers of Notice. The notice requirements contained in these Bylaws
may be waived in writing by any Member with respect to itself, either before or after the
meeting. The attendance by any Member at a meeting without protesting, as soon as reasonably
practicable, the lack of notice of such meeting shall constitute a waiver of notice by it. All
waivers shall be made part of the minutes of the meetings.

GRID WEST BYLAWS 27



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

5.13  Quorum Rules. There is no quorum requirement for regularly scheduled or
special Member meetings; provided, however, that the Secretary of the Corporation shall count
only the votes cast in Member Classes or Member Sub-Classes that meet their respective quorum
rules for voting.

5.13.1 Quorum Rules for Binding Member Votes (Except to Fill Members
Representative Committee Vacancies and to Remove Members Representative Committee

Members).

Q) Except for meetings of a Member Class or Member Sub-Class to
fill vacancies of its designated MRC positions (or to remove a member of the MRC) for
which the quorum rule is set forth in Section 5.13.2, all votes of Members must take
place at a duly called meeting of Members (all Member Classes meeting at the same
time).

(i) If a Member Class does not include any Member Sub-Classes, then
the quorum requirement for that Member Class at any Member meeting shall be one-third
(1/3) of the Members belonging to that Member Class and entitled to vote.

(iti)  1f a Member Class has Member Sub-Classes, then quorum
requirements shall apply to each Member Sub-Class separately, and the quorum
requirement for a Member Sub-Class at any Member meeting shall be one-third (1/3) of
the Members belonging to that Member Sub-Class.

(iv)  The validity of a quorum for any Member Class that satisfies the
requirement set forth in Section 5.13.1(ii) shall not be affected by the failure of any other
Member Class to satisfy the applicable Member Class quorum requirement. The validity
of a quorum for any Member Sub-Class that satisfies the requirement set forth in
Section 5.13.1(iii) shall not be affected by the failure of any other Member Sub-Class
within its Member Class (or the failure of any other Member Class) to satisfy the
applicable quorum requirement.

(v) The manner of tabulating Member votes at any meeting at which
the Members have satisfied the foregoing requirements shall be as specified in
Section 5.14.

(vi)  Inany Member Class or Member Sub-Class that has ex officio
Members, the ex officio Members do not count when determining whether a quorum
exists.

5.13.2 Quorum Rules for Meetings of Member Classes or Member Sub-Classes
to Remove Members of the Members Representative Committee and to Fill VVacancies.

Q) If a Member Class or Member Sub-Class wishes to remove a
member of the MRC or if a vacancy occurs with respect to any Members Representative
Committee positions for which a particular Member Class or Member Sub-Class is

GRID WEST BYLAWS 28



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

entitled to vote (other than due to the ordinary expiration of MRC members’ terms), the
applicable Member Class or Member Sub-Class may request that the Board of Directors
convene a special meeting of the affected Member Class or Member Sub-Class (without
the need for other Member Classes or Member Sub-Classes to meet at the same time) to
remove the member or fill the vacancy in accordance with Section 6.6.

(i) If a Member Class does not include any Member Sub-Classes, then
the quorum requirement for that Member Class at any Member meeting shall be one-third
(1/3) of the Members belonging to that Member Class and entitled to vote.

(iii)  If a Member Class has Member Sub-Classes, then quorum
requirements shall apply to each Member Sub-Class separately, and the quorum
requirement for a Member Sub-Class at any Member meeting shall be one-third (1/3) of
the Members belonging to that Member Sub-Class.

(iv)  The validity of a quorum for any Member Class that satisfies the
requirement set forth in Section 5.13.2(ii) shall not be affected by the failure of any other
Member Class to satisfy the applicable Member Class quorum requirement. The validity
of a quorum for any Member Sub-Class that satisfies the requirement set forth in
Section 5.13.2(iii) shall not be affected by the failure of any other Member Sub-Class
within its Member Class (or the failure of any other Member Class) to satisfy the
applicable quorum requirement.

(v)  The manner of tabulating Member votes with respect to Member
Class or Member Sub-Class meetings to fill MRC vacancies shall be as set forth in the
applicable provisions of Section 6.3, and the manner of tabulating Member votes with
respect to meetings to remove MRC members shall be as set forth in the applicable
provisions of Section 6.6.

(vi)  Inany Member Class or Member Sub-Class that has ex officio
Members, the ex officio Members do not count when determining whether a quorum
exists.

5.13.3 Quorum Rules for Member Advisory Votes. The quorum rules applicable
to Member advisory votes called by the Board of Directors (as authorized in Section 5.15) shall
be as specified by the Board of Directors with respect to the matter being submitted to an
advisory vote. If the Board of Directors does not specify special quorum rules, the quorum rules
shall be as set forth in Section 5.13.1.
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5.14 Voting of Members (Other Than Advisory Votes).

5.14.1 General Voting Rules. For any Member Class or Member Sub-Class that
has met the quorum requirements at a duly called meeting of Members (except for electing MRC
members or filling MRC vacancies, which shall be as specified in the applicable provisions of
Section 6.3), the voting rules shall be as follows:

Q) Each Member Class (other than the State and Provincial Energy
Authority/Tribes/Certain Public Interest Groups Member Class), as a whole, shall have
total voting power equal to six (6) votes. The State and Provincial Energy
Authority/Tribes/Certain Public Interest Groups Member Class, as a whole, shall have
total voting power equal to six (6) votes if the State and Provincial Energy Authority
Member Sub-Class has four (4) or fewer voting Members, or seven (7) votes if the State
and Provincial Energy Authority Member Sub-Class has five (5) or more voting
Members. The combined voting power of all Member Classes in the Corporation equals
thirty (30) votes, except if the State and Provincial Energy Authority Member Sub-Class
has five (5) or more voting Members, in which case the combined voting power of all
Member Classes in the Corporation equals thirty-one (31) votes. Tabulation of Member
votes shall be as set forth in this Section 5.14.

(i) A Member shall participate and vote in a Member meeting or
Member Class or Member Sub-Class meeting through the designated representative or
alternate appearing on the records of the Secretary of the Corporation. The Members’
designated representative or alternate shall be required to be present in person at a
meeting in order to vote on any matter coming before the Members at such meeting. A
designated representative or alternate may represent more than one (1) Member in the
Transmission-Dependent Utilities Member Class (even if the Members are in different
Member Sub-Classes). A designated representative or alternate may represent more than
one (1) Member in the Generators, Power Marketers, Large Generating End-Use
Consumers, and Others Member Class (even if the Members are in different Member
Sub-Classes). For other Member Classes, a designated representative or alternate may
represent more than one (1) Member only in the same Member Sub-Class (or, if a
Member Class has no Member Sub-Classes, in the same Member Class) except in a
Member Class in which a majority of the voting power within each of the Member Sub-
Classes has voted to allow a designated representative or alternate to represent Members
in multiple Member Sub-Classes within the Member Class. The designated
representative or alternate shall be allowed to vote separately for each Member for which
he or she is the designated representative or alternate. Each Member warrants to the
Corporation and to the other Members that its designated representative and alternate
have the authority to act on behalf of the Member and are authorized to participate in
debate and consider input from others before taking a position or voting on behalf of the
Member.
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(i) The allocation of voting power to Member Classes, and where
applicable to Member Sub-Classes within each of the Member Classes, shall be as set
forth in Section 5.14.3.

5.14.2 Membership Thresholds. If a Member Sub-Class has a number of
Members equal to or greater than the thresholds set forth in this Section 5.14.2, then voting
power shall be allocated to the Member Sub-Class as set forth in Section 5.14.3. If a Member
Class or Member Sub-Class with no threshold has at least one Member, then voting power shall
be allocated to the Member Class or Member Sub-Class as set forth in Section 5.14.3. Ex officio
Members that join pursuant to Section 5.3.3 do not count for threshold determinations. If a
Member Sub-Class has zero (0) Members or a number of Members less than the thresholds set
forth in this Section 5.14.2, then voting power shall be reduced and reallocated as set forth in
Section 5.14.4. If a Member Class or Member Sub-Class with no threshold has zero (0)
Members, then voting power shall be reduced and reallocated as set forth in Section 5.14.4.

Q) Major Transmitting Utilities Member Class. There is no threshold
for this Member Class.

(i)  Transmission-Dependent Utilities Member Class. There is no
threshold for this Member Class or its Member Sub-Classes.

(ili)  Generators, Power Marketers, Large Generating End-Use
Consumers, and Others Member Class.

@) Generators Member Sub-Class: There is no threshold for
this Member Sub-Class.

(b) Large Generating End-Use Consumers Member Sub-Class:
The threshold for this Member Sub-Class is five (5) Members.

(©) Power Marketers and Others Member Sub-Class: The
threshold for this Member Sub-Class is ten (10) Members.

(iv)  End-Use Consumers Member Class.

@) Large Unbundled End-Use Consumers Member Sub-Class:
The threshold for this Member Sub-Class is two (2) Members.

(b) Large Bundled End-Use Consumers Member Sub-Class:
The threshold for this Member Sub-Class is one (1) Member.

(©) Consumer Advocates Member Sub-Class: The threshold
for this Member Sub-Class is three (3) Members.
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(v) State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups Member Class.

@) State and Provincial Energy Authority Member Sub-Class:
The threshold for this Member Sub-Class is four (4) Members. Ex officio
Members do not count toward achievement of the threshold. Even though the
threshold for the State and Provincial Authority Member Sub-Class is four (4), the
voting power for that Member Sub-Class is five (5) pursuant to Section 5.14.1(i)
if there are five (5) or more voting Members in the Member Sub-Class.

(b) Tribes Member Sub-Class: The threshold for this Member
Sub-Class is one (1) Member.

(©) Certain Public Interest Groups Member Sub-Class: The
threshold for this Member Sub-Class is one (1) Member.

5.14.3 Initial Allocation of VVoting Power.

Q) Major Transmitting Utilities:

(a) For purposes of voting, the Major Transmitting Utility
Member Class shall be organized into two (2) groups: Group 1 and Group 2.

(1) During the period before the Board of Directors has
made the determination described in Section 7.1.1(v)(a), Group 1 shall
consist of those class Members that are parties (other than those identified
as “Terminating TOs”) to Amendment No. 2 of the Funding Agreement
dated as of , 2005. Group 2 shall consist of all other class
Members.

During the period after the Board of Directors has made the
determination described in Section 7.1.1(v)(a), Group 1 shall consist of those class
Members that have executed Transmission Agreements, and Group 2 shall consist
of all other class Members.

(b) The voting power of the Major Transmitting Utilities
Member Class shall be allocated between Groups 1 and 2 based upon the ratio of
the number of class Members within each group; provided, however, that Group
2’s voting power shall not exceed one-third (1/3") of the voting power of the
Major Transmitting Utility Member Class. Voting power within each group shall
be allocated equally among all Members of-the-elass that group.

(i) Transmission-Dependent Utilities: The voting power of the
Transmission-Dependent Utilities Member Class shall be allocated as follows:
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{Section 5.14.3 continued . . .}

@) three (3) of the six (6) votes’ worth of voting power held by
the Transmission-Dependent Utilities Member Class shall be held by the Large
TDU Member Sub-Class; and

(b) three (3) of the six (6) votes’ worth of voting power held by
the Transmission-Dependent Utilities Member Class shall be held by the Small
TDU Member Sub-Class.

(ili)  Generators, Power Marketers, Large Generating End-Use
Consumers, and Others: The voting power of the Generators, Power Marketers, Large
Generating End-Use Consumers, and Others Member Class shall be allocated as follows:

@) four (4) of the six (6) votes’ worth of voting power held by
the Generators, Power Marketers, Large Generating End-Use Consumers, and
Others Member Class shall be held by the Generators Member Sub-Class;

(b) one (1) of the six (6) votes” worth of voting power held by
the Generators, Power Marketers, Large Generating End-Use Consumers, and
Others Member Class shall be held by the Large Generating End-Use Consumers
Member Sub-Class; and

(©) one (1) of the six (6) votes” worth of voting power held by
the Generators, Power Marketers, Large Generating End-Use Consumers, and
Others Member Class shall be held by the Power Marketers and Others Member
Sub-Class, composed of all Members of the Member Class that are not either
Generators or Large Generating End-Use Consumers.

(iv)  End-Use Consumers: The voting power of the End-Use
Consumers Member Class shall be allocated as follows:

€)) two (2) of the six (6) votes” worth of voting power held by
the End-Use Consumers Member Class shall be held by the Members of the Large
Unbundled End-Use Consumers Member Sub-Class;

(b) one (1) of the six (6) votes” worth of voting power held by
the End-Use Consumers Member Class shall be held by the Members of the Large
Bundled End-Use Consumers Member Sub-Class; and

(© three (3) of the six (6) votes’ worth of voting power held by

the End-Use Consumers Member Class shall be held by the Members of the
Consumer Advocates Member Sub-Class.
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{Section 5.14.3 continued . . .}

(V) State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups: The voting power of the State and Provincial Energy
Authority/Tribes/Certain Public Interest Groups Member Class shall be allocated as
follows:

(@  one (1) votes’ worth of voting power held by the State and
Provincial Energy Authority/Tribes/Certain Public Interest Groups Member Class
shall be held by the Members of the Tribes Member Sub-Class;

(b) one (1) votes’ worth of voting power held by the State and
Provincial Energy Authority/Tribes/Certain Public Interest Groups Member Class
shall be held by the Members of the Certain Public Interest Groups Member Sub-
Class; and

(©) the balance of the State and Provincial Energy
Authority/Tribes/Certain Public Interest Groups Member Class’ voting power
(either four (4) votes or five (5) votes as determined pursuant to Section 5.14.1(i))
shall be held by the Members of the State and Provincial Energy Authority
Member Sub-Class.

5.14.4 Allocation of VVoting Power When Member Class Has Zero Members or
When Member Sub-Class Thresholds Are Not Met.

Q) If the Member Class has zero (0) Members, then

@) the voting power of that Member Class shall be allocated
equally to other Member Classes that have at least one (1) Member, and

(b) within each such Member Class the reallocated voting
power shall be allocated to each Member Sub-Class in the same ratio as the
Member Class’s voting power is allocated between the Member Sub-Classes;
provided, however, that such reallocated voting power shall be subject to further
reallocation pursuant to Sections 5.14.4(ii) through (vi).

(i) If a Member Sub-Class has fewer than the threshold number of
Members established for that Member Sub-Class in Section 5.14.2, the voting power for
that Member Sub-Class set forth in Section 5.14.3 will be reduced in an amount
determined according to Section 5.14.4(iii), and the amount of the reduction in voting
power will be reallocated according to Section 5.14.4(iv).

(iii)  The formula for calculating the voting power reduction of a
Member Sub-Class is as follows:
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{Section 5.14.4 continued . . .}
V*(1-(MT)=A

The numerator “M” is the number of Members in the
Member Sub-Class.

The denominator “T” is the threshold for the Member Sub-
Class.

The variable “V” is the initial voting power for the Member

Sub-Class as set forth in Section 5.14.3, as adjusted under
Section 5.14.4.(i).

The result “A” is the amount by which the Member Sub-
Class’s voting power is reduced. (Refer to Section 5.14.4(v)
Step 2(c) for the formula to calculate the Member Sub-
Class’s revised voting power.)

(iv)  Reallocate the reduced voting power calculated in
Section 5.14.4(iii) as follows:

@ [Reserved for possible future use: If the Member Class has
two (2) Member Sub-Classes and neither of the Member Sub-Classes meets its
threshold, then each such Member Sub-Class will exercise its full voting power;
provided, however, that if one (1) of such Member Sub-Classes has zero (0)
Members, and the other Member Sub-Class has one (1) or more Members, such

other Member Sub-Class will exercise the entire voting power of the Member
Class.]

(b) [Reserved for possible future use: If the Member Class has
two (2) Member Sub-Classes and only one (1) of the Member Sub-Classes meets
its threshold, the Member Sub-Class that meets its threshold will be allocated
additional voting power from the Member Sub-Class that did not meet its

threshold. The voting power of the Member Sub-Class meeting its threshold is
calculated as follows:

V + A = Vyevised

“V is the initial voting power for the Member Sub-Class
as set forth in Section 5.14.3, as adjusted under
Section 5.14.4.(i).
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{Section 5.14.4 continued . . .}

“A” is the amount of voting power of the Member Sub-
Class that did not meet its threshold to be reallocated to the
other Member Sub-Class in the Member Class (that was
calculated in Section 5.14.4(iii)).

“Vrevised” 1S the revised voting power (with the amount
reallocated from the Member Sub-Class that failed to meet
its threshold added to the original voting power).]

(© If the Member Class has three (3) Member Sub-Classes and
none of the Member Sub-Classes meets its threshold, then (unless (d) or (e)
applies) each Member Sub-Class will exercise its full voting power.

(d) If the Member Class has three (3) Member Sub-Classes and
two (2) of the Member Sub-Classes have zero (0) Members but the third Member
Sub-Class has one (1) or more Members, the third Member Sub-Class will
exercise the entire voting power of the Member Class.

(e) If the Member Class has three (3) Member Sub-Classes and
one (1) of the Member Sub-Classes has zero (0) Members, then apply (1), (2), or
(3) as follows:

(1) If both of the other Member Sub-Classes meet their
threshold, then the voting power of the Member Sub-Class having zero (0)
Members will be allocated to the other two Member Sub-Classes as set
forth in Section 5.14.4(v); provided, however, that at any time that the
Large Generating End-Use Consumers Member Sub-Class or the Power
Marketers and Others Member Sub-Class has zero (0) Members, the
voting power of the Generators Member Sub-Class shall be increased by
the entire amount of voting power initially allocated to the Member Sub-
Class with zero (0) Members.

(2) If one (1) of the other Member Sub-Classes meets
its threshold, but the other does not, the Member Sub-Class that meets its
threshold will exercise the voting power of the Member Class having zero
(0) Members and will be allocated the amount by which the Member Sub-
Class’s voting power is reduced (equal to “A” as calculated in
Section 5.14.4(iii)).

(3) If both of the other Member Sub-Classes have
Members, but both fail to meet their respective thresholds, those Member
Sub-Classes will exercise the full voting power of their respective
Member Sub-Class and will be allocated the voting power of the Member
Sub-Class having zero (0) Members as set forth in Section 5.14.4(v).
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{Section 5.14.4 continued . . .}

()] If the Member Class has three (3) Member Sub-Classes and
two (2) of the Member Sub-Classes fail to meet their threshold, then “A”, the
reduced voting power for each of the two (2) Member Sub-Classes (as calculated
in Section 5.14.4(iii)), is added to the voting power of the one (1) Member Sub-
Class that achieved its threshold.

(9) If the Member Class has three (3) Member Sub-Classes and
one (1) of the Member Sub-Classes fails to meet its threshold, then “A”, the
reduced voting power of the Member Sub-Class that fails to meet its threshold
shall be reallocated between the two (2) Member Sub-Classes that meet their
respective thresholds as set forth in Section 5.14.4(v); provided, however, that at
any time that the Large Generating End-Use Consumers Member Sub-Class or the
Power Marketers and Others Member Sub-Class has fewer than the threshold
number of Members applicable to such Member Sub-Class, the voting power of
the Generators Member Sub-Class shall be increased by an amount equal to any
resulting reduction in voting power of the Large Generating End-Use Consumers
Member Sub-Class or the Power Marketers and Others Member Sub-Class (as the
case may be).

(V) If a Member Class has three (3) Member Sub-Classes, reallocating
the reduced voting power of one (1) of the Member Sub-Classes to the other two (2)
Member Sub-Classes occurs as follows:

Step 1: Calculate the ratio of the voting power of the Member
Sub-Classes that did not have their voting power reduced as
follows:

The formulas for calculating the ratios of Member Sub-Class
voting powers are as follows:

First Formula:
Vieast / (Vleast + Vmost) = V'ratio

“Vieast” IS the voting power of the Member Sub-Class with
the least voting power.

“Vmost” 1S the voting power of the Member Sub-Class with
the most voting power.
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“Vratio” IS the ratio of the Member Sub-Class with the least
voting power (of the two (2) Member Sub-Classes that did
not have their voting power reduced) to the combined
voting power of the two (2) Member Sub-Classes that did
not have their voting power reduced.

Second Formula:

“1 - Vyaiio” is the formula for calculating the ratio of voting
power for the Member Sub-Class with the most voting
power to the combined voting power of the two (2)
Member Sub-Classes that did not have their voting power
reduced.

Step 2: Reallocate the voting power based upon the ratio of the
voting power between the Member Sub-Classes as follows:

(@)

The formula for calculating the reallocated voting power

for the Member Sub-Class with the higher initial voting power is:

(b)

(A*(1-Viatio)) *V = Vievised

“A” is the amount the Member Sub-Class’s voting power is
reduced as provided in Section 5.14.4(iii).

“1 - Vraiio” 1S the voting power ratio for the Member Sub-
Class with the most voting power that was calculated above
in Step 1.

“V” is the initial voting power for the Member Sub-Class
as set forth in Section 5.14.3, as adjusted under
Section 5.14.4.(i).

“Vrevised” 1S the revised voting power (with the amount
reallocated added to the original voting power).

The formula for calculating the reallocated voting power

for the Member Sub-Class with the lower initial voting power is:
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“A” is the amount the Member Sub-Class’s voting power is
reduced as provided in Section 5.14.4(iii).
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{Section 5.14.4 continued . . .}

“Vratio” 1S the ratio of the Member Sub-Class with the least
voting power that was calculated above in Step 1.

“V” is the initial voting power for the Member Sub-Class
as set forth in Section 5.14.3, as adjusted under
Section 5.14.4.(i).

“Vrevised” 1S the revised voting power (with the amount
reallocated added to the original voting power).

(© The formula for calculating the reduced voting power for
the Member Sub-Class that failed to meet its threshold is:

V - A = Vreduced
“V” is the initial voting power for the Member Sub-Class
as set forth in Section 5.14.3, as adjusted under

Section 5.14.4.(i).

“A” is the amount the Member Sub-Class’s voting power is
reduced as provided in Section 5.14.4(iii).

“Vreduced 1S the revised voting power (with the amount
reallocated, subtracted from the original voting power).

(vi)  Exhibit A illustrates the application of Section 5.14.4.
5.14.5 Tabulation of Member Votes to Approve Bylaws Amendments. The

tabulation of Member votes with respect to proposed amendments of these Bylaws shall be as
specified in Section 12.5.

5.14.6 Tabulation of Member Votes to Elect Members Representative Committee
Members. The tabulation of Member votes with respect to electing MRC members shall be as
specified in Section 6.3 and the manner of tabulating Member votes with respect to meetings to
remove MRC members shall be as set forth in the applicable provisions of Section 6.6.

5.14.7 Tabulation of Other Member Votes. Any Member vote (other than votes
pursuant to Sections 5.14.5 through 5.14.6 and 5.15) shall pass if a simple majority of the voting
power of the Members’ votes cast favor the proposal or resolution on which they are voting. The
vote by each Member Sub-Class (or Member Class without Member Sub-Classes) shall be
tabulated separately and then added together to determine whether the voting power in favor is
greater than fifty percent (50%) of the voting power cast. An example of how Member Class and
Member Sub-Class voting power is to be calculated is set forth in-Exhibit-A Attachment C.
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5.15 Advisory Member VVotes Conducted by the Board of Directors. 5-45-1General

tThe voting rules applicable to Member advisory votes conducted by the Board of Directors shall
be as specified by the Board of Directors with respect to the matter being submitted to an
advisory vote. If the Board of Directors does not specify special voting rules, the voting rule and
tabulation of such Member advisory votes shall be as described in Section 5.14.7.

[Drafting note: Section 5.15.2 has been deleted because it creates an additional procedural
hurdle without providing significant enhancement to accountability or cost control. Section 8.4
requires the Budget Committee (which has Members as the majority) to develop budgets and
future budget projections. Section 8.5.3(iv) also requires that the Board consult with the Board
Advisory Committee concerning proposed budgets. The Board must include ‘““potential budget
reductions and financial controls when a proposed budget materially exceeds the expenses for
the prior audited fiscal year.”” The Board must also ““endeavor to provide the annual budget and
any subsequent modification to the Board Advisory Committee and Governmental Committee at
least ninety (90) days prior to any final action thereon by the Board of Directors.” Furthermore,
the Members have the ability under Section 5.1.3 to communicate their views to the Board of
Directors through Member resolutions at any time for any reason.]

5.16  Restrictions on Transfer. No Member may transfer or assign its membership in
the Corporation, or any right or interest therein, to any other Person, whether voluntarily or by
operation of law, and any such attempted transfer or assignment shall be null and void and
without any force or effect whatsoever; provided, however, that notwithstanding the foregoing, a
Member may, with the prior consent of the Secretary of the Corporation, transfer or assign its
membership in the Corporation, and all (but not less than all) of its rights and interests therein, to
any Person (other than another Member or the Affiliate of another Member) that acquires all or
substantially all of the assets or stock of, or all or substantially all of the partnership, limited
liability company membership, or other ownership interests in, the Member. Notwithstanding
any such permitted transfer or assignment, all dispute resolution proceedings and appeals that are
in effect or pending as of the date of such transfer or assignment shall be followed to completion
by the transferring or assigning Member and by other affected Members pursuant to these
Bylaws.

5.17  Effect of Membership. A Member of the Corporation acquires no proprietary or
operational interest whatsoever in facilities used in interstate transmission or wholesale sales of
electric energy in interstate commerce solely as a consequence of membership in the
Corporation. Membership in the Corporation shall not be construed as a grant of jurisdiction
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over the Member by any state or federal agency not otherwise having such jurisdiction over the
Member by law. The interpretation and enforcement of these Bylaws, including Member rights,
shall be resolved exclusively according to the Bylaws Dispute Resolution Provisions of these
Bylaws.

ARTICLE VI
MEMBERS REPRESENTATIVE COMMITTEE
6.1 Powers and Rights of Members Representative Committee Members. The

Corporation shall have a Members Representative Committee (or “MRC”), which, subject to
these Bylaws and applicable law, shall have the following rights and powers:

6.1.1 Exclusive Members Representative Committee Rights and Powers. The
MRC shall have the exclusive right and power to

Q) nominate and elect members of the Board of Directors pursuant to
Section 7.2;

(i) remove any Director without cause pursuant to Section 7.3; and

(iii)  elect members of the Arbitration Committee pursuant to
Section 6.14.

6.1.2 Nonexclusive Members Representative Committee Rights and Powers.
The MRC shall have the nonexclusive right and power to

Q) fill vacancies of the Membership Dispute Resolution Committee
pursuant to Section 5.4.3;

(i) remove any Director for cause pursuant to Section 7.3;

(iii)  provide consultation to the Board of Directors concerning the
Special Issues List as provided under Section 7.16.7(ii); and

(iv)  review and vote on a proposal under the Special Issues List, as
provided in Section 7.16.7(v).

6.1.3 Management Audit Rights. The MRC may initiate a management audit to
be conducted by a qualified independent entity no more frequently than once every four (4)
years. The independent auditor shall be chosen and overseen by the majority vote of three (3)
members of the MRC (chosen by the MRC) and three (3) members of the Board of Directors
(chosen by the Directors).
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6.2 Number of Members Representative Committee Members. There shall be thirty
(30) members of the MRC (unless decreased pursuant to Section 6.3.3(i) or increased to thirty-
one (31) pursuant to Section 6.3.2(v)(a)), elected as specified in Section 6.3. Each Member
Class, as a whole, shall be entitled to elect six (6) members of the MRC (unless decreased
pursuant to Section 6.3.3(i) or increased for the State and Provincial Energy Authority/
Tribes/Certain Public Interest Groups Member Class pursuant to Section 6.3.2(v)(a)).

6.3 Election of Members Representative Committee Members.

6.3.1 Member Rights to Elect Members Representative Committee Members.
The members of the MRC shall be elected annually by the Members to represent their Member
Class or Member Sub-Class. In any election of members of the MRC, Members shall vote by
Member Class or Member Sub-Class, and, except as set forth in Section 6.3.2(i), each voting
Member in each Member Class or Member Sub-Class shall have the same voting rights as every
other Member in such Member Class or Member Sub-Class.

6.3.2 General Rule for Election of Members Representative Committee
Members. In the election of members of the MRC, the voting rights of the Members shall be as
set forth in Sections 6.3.2(i) through 6.3.2(v) for a Member Class or Member Sub-Class with no
threshold and at least one (1) Member and a Member Class with thresholds in which each
Member Sub-Class has at least the threshold number of Members specified for each Member
Sub-Class in Section 5.14.2. 1f a Member Class or Member Sub-Class has no threshold and zero
(0) Members or a Member Class has one (1) or more Member Sub-Classes with thresholds and
fewer than the applicable threshold number of Members, then the voting rights shall be as set
forth in Section 6.3.3.

Q) Major Transmitting Utilities Member Class. In the election of the
MRC, the Members of the Major Transmitting Utilities Member Class shall be entitled to
elect six (6) members of the MRC. The six (6) candidates who receive the highest
number of votes from the class Members, using the allocation of voting rights among
class Members set forth in Section 5.14.3(i), shall be elected. Major Transmitting Utility
Member Class Members may cast their votes cumulatively when voting in an election of
members of the MRC.
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{Section 6.3.2 continued . . .}

(i)  Transmission-Dependent Utilities Member Class. In the election

of members of the MRC, the voting rights of the Members in the Transmission-
Dependent Utilities Member Class shall be as follows:
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{Section 6.3.2 continued . . .}

(@  three (3) members of the MRC shall be representatives of,
and shall be elected by, the Members in the Transmission-Dependent Utilities
Member Class that are Large TDUSs, and such Large TDUs shall be entitled to
nominate and vote in the election of such three (3) members of the MRC,;
Members that are Large TDUs may cast their votes cumulatively when voting in
an election of members of the MRC, but shall not be entitled to nominate or vote
in the election of any other members of the MRC; and

(b) three (3) members of the MRC shall be representatives of,
and shall be elected by, the Members in the Transmission-Dependent Utilities
Member Class that are Small TDUs, and such Small TDUs shall be entitled to
nominate and vote in the election of such three (3) members of the MRC;
Members that are Small TDUs may cast their votes cumulatively when voting in
an election of members of the MRC, but shall not be entitled to nominate or vote
in the election of any other members of the MRC.

(iii)  Generators, Power Marketers, Large Generating End-Use
Consumers, and Others Member Class. In the election of members of the MRC, the
voting rights of the Members in the Generators, Power Marketers, Large Generating End-
Use Consumers, and Others Member Class shall be as follows:

@) four (4) members of the MRC shall be representatives of,
and shall be elected by, the Members of the Generators Member Sub-Class of the
Generators, Power Marketers, Large Generating End-Use Consumers, and Others
Member Class, and such Members shall be entitled to nominate and vote in the
election of such four (4) members of the MRC, but shall not (except as provided

in Section 6.3.3(iv)) be entitled to nominate or vote in the election of any other
members of the MRC,;

(b)  one (1) member of the MRC shall be a representative of,
and shall be elected by, the Members of the Large Generating End-Use
Consumers Member Sub-Class of the Generators, Power Marketers, Large
Generating End-Use Consumers, and Others Member Class, and such Members
shall be entitled to nominate and vote in the election of such member of the

MRC, but shall not be entitled to nominate or vote in the election of any other
members of the MRC; and

()  one (1) member of the MRC shall be a representative of,
and shall be elected by, the Members of the Power Marketers and Others Member
Sub-Class of the Generators, Power Marketers, Large Generating End-Use
Consumers, and Others Member Class, and such Members shall be entitled to
nominate and vote in the election of such member of the MRC, but shall not be
entitled to nominate or vote in the election of any other members of the MRC.
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{Section 6.3.2 continued . . .}
(iv)  End-Use Consumers Member Class. In the election of members of

the MRC, the voting rights of the Members of the End-Use Consumers Member Class
shall be as follows:

@ two (2) members of the MRC shall be representatives of,
and shall be elected by, Large Unbundled End-Use Consumers. Members that are
Large Unbundled End-Use Consumers shall be entitled to nominate and vote in
the election of such members of the MRC in accordance with the foregoing rights,
but shall not be entitled to nominate or vote in the election of any other members
of the MRC;

(b) one (1) member of the MRC shall be the representative of,
and shall be elected by, Large Bundled End-Use Consumers. Members that are
Large Bundled End-Use Consumers shall be entitled to nominate and vote in the
election of such members of the MRC in accordance with the foregoing rights, but
shall not be entitled to nominate or vote in the election of any other members of
the MRC; and

(©) three (3) members of the MRC shall be representatives of,
and shall be elected by, Consumer Advocates. Members that are Consumer
Advocates shall be entitled to nominate and vote in the election of such members
of the MRC in accordance with the foregoing rights, but shall not be entitled to
nominate or vote in the election of any other members of the MRC.

(v)  State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups Member Class. In the election of members of the MRC, the voting rights
of the Members of the State and Provincial Energy Authority/Tribes/Certain Public
Interest Groups Member Class shall be as follows; provided, however, that ex officio
Members of the State and Provincial Energy Authority Member Sub-Class may neither
vote nor serve as representatives to the MRC:

@ four (4) members of the MRC shall be representatives of,
and shall be elected by, State and Provincial Energy Authorities; provided,
however, if the State and Provincial Authority Member Sub-Class has five (5) or
more Members, it shall elect five (5) members of the MRC. Members that are
State or Provincial Energy Authorities shall be entitled to nominate and vote in
the election of such members of the MRC, but shall not be entitled to nominate or
vote in the election of any other members of the MRC;

(b) one (1) member of the MRC shall be the representative of,
and shall be elected by, Tribes. Members that are Tribes shall be entitled to
nominate and vote in the election of such member of the MRC, but shall not be
entitled to nominate or vote in the election of any other members of the MRC; and
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{Section 6.3.2 continued . . .}

(©) one (1) member of the MRC shall be the representative of,
and shall be elected by, Certain Public Interest Groups. Members that are Certain
Public Interest Groups shall be entitled to nominate and vote in the election of
such member of the MRC, but shall not be entitled to nominate or vote in the
election of any other members of the MRC.

6.3.3 Special Rules for Election of Members Representative Committee
Members when Thresholds Not Met or Zero Members. If a Member Class or Member Sub-Class
has no threshold and zero (0) Members or a Member Class has one (1) or more Member Sub-
Classes with thresholds and fewer than the applicable threshold number of Members (as
specified in Section 5.14.2), then the voting rights shall be as set forth in this Section 6.3.3.

Q) If a Member Class has zero (0) Members (whether or not there is a
threshold for that Member Class), then the Member Class shall not be entitled to elect any
MRC members and the total number of members of the MRC shall be reduced by six (6)
for every Member Class that has zero (0) Members.

(i) If a Member Sub-Class has no threshold and zero (0) Members,
then the Member Sub-Class shall not be entitled to elect any MRC members.

(iii)  1f a Member Sub-Class has a threshold and does not meet that
threshold, then the Member Sub-Class shall elect a number of representatives to the
MRC according to the following formula:

(M\ * R = Ryevised
\T)

The numerator “M” is the number of Members in the Member
Sub-Class.

The denominator “T” is the threshold for the Member Sub-Class.

The variable “R” is the number of MRC representatives assigned
to the Member Sub-Class in Section 6.3.2.

The result “Ryrevisea” 1S rounded to the next highest whole number if
the first digit following the decimal is five (5) or greater, or
rounded to the next lower whole number (including zero (0)) if the
first digit following the decimal is less than five (5) and represents
the number of MRC representatives the Member Sub-Class may
elect.
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{Section 6.3.3 continued . . .}

By way of illustration, if a Member Sub-Class is entitled to elect five (5) MRC
representatives upon meeting its threshold of five (5) Members, but there are only four
(4) Members in the Member Sub-Class, then the Member Sub-Class elects four (4) MRC
representatives, as shown by the following calculation:

(4)\*5=4
\5)

By way of further illustration, if a Member Sub-Class has no Members, it will have no
MRC representative elected only to represent the interest of that Member Sub-Class, as
shown by the following calculation:

(0)*5=0
\5)

(iv)  If, by operation of Section 6.3.3(ii) or Section 6.3.3(iii), a Member
Sub-Class has elected fewer than the maximum number of MRC representatives that it
would otherwise have been entitled to elect in accordance with Section 6.3.2, then the
Member Class as a whole shall elect the remaining MRC representatives necessary to
reach the number of MRC representatives provided for that Member Class in Section 6.2,
provided, however, that if the affected Member Class is the Generators, Power Marketers,
Large Generating End-Use Consumers, and Others Member Class, then, at any time that
the number of Members of the Generators Member Sub-Class is greater than or equal to
one, the Generators Member Sub-Class alone shall elect a sufficient number of additional
MRC representatives to bring the total number of MRC representatives of the Generators,
Power Marketers, Large Generating End-Use Consumers, and Others Member Class to
Six (6).

6.3.4 Notice of Members Representative Committee Election Meetings. Except

for notice of the first biannual meeting of Members under these Bylaws, which shall be given on

, 2006, Nnotice of any meeting for the election of one (1) or more MRC members
shall be sent (to those Members eligible to vote in that election of MRC members) not less than
thirty (30) and not more than fifty (50) days prior to the date of the meeting, in accordance with
the provisions of Section 5.10. Any Member in any Member Class wishing to nominate any
individual for consideration in any such election shall be required to submit the name of such
nominee (along with a statement of qualifications, not exceeding two (2) pages in length in any
instance, for each nominee) to the Secretary of the Corporation within ten (10) days of the
meeting notice date. The Secretary of the Corporation shall, immediately after expiration of such
nomination deadline, notify the Members eligible to vote for a given nominee of the names of
the nominees for members of the MRC and distribute to each such Member a copy of the
statement of qualifications of each such nominee.
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6.3.5 Vote to Elect Members Representative Committee Members. The

members of the MRC shall be elected by the affirmative vote, by Member Class (or Member
Sub-Class, as the case may be), of the Members present and entitled to vote in the applicable
Member Class (or Member Sub-Class, as the case may be) at a duly held meeting of such
Members. Subject to Section 6.3.2, in any election of members of the MRC,

(1 each Member in each Member Class (or Member Sub-Class, as the
case may be) shall be entitled to a number of votes equal to the number of MRC
vacancies to be filled by such Member’s Member Class (or Member Sub-Class, as the
case may be) in such election_(except as otherwise provided with respect to the Major
Transmitting Utility Member Class in Section 6.3.2(i));

(i) each Member in each Member Class (or Member Sub-Class, as the
case may be) shall be entitled to vote for any nominee for election as a representative of
such Member Class (or Member Sub-Class, as the case may be) on the MRC; and

(ili)  no Member may cast more than one (1) vote for any given
nominee (except as otherwise provided with respect to the_Major Transmitting Utility
Member Class in Section 6.3.2(i) and the Transmission-Dependent Utilities Member
Class in Section 6.3.2(ii)).

The nominees of each Member Class or Member Sub-Class shall be ranked according to
the number of votes received by each, and the number of nominees who receive the
largest number of votes in such Member Class or Member Sub-Class, up to the number of
nominees as is equal to the number of MRC vacancies to be filled by such Member Class
or Member Sub-Class, as the case may be, in such election, shall be elected to fill such
MRC vacancies. If one (1) or more MRC vacancies cannot be filled because two (2) or
more nominees receive the same number of votes, a runoff election shall be held among
the tied nominees for each such vacancy. In such runoff election, each Member in the
Member Class or Member Sub-Class may cast one (1) vote for one (1) of the tied
nominees for each such vacancy. The nominee who receives the largest number of votes
shall be elected to fill such MRC vacancy. Immediately following any election of MRC
members, the Secretary of the Corporation shall provide official notice of the results of
such election to the Members.

6.4 Procedures in Election of Members Representative Committee Members.

Nemmaﬂens—and—%leeﬂens— The Board of Dlrectors shaII develop such procedures as they-it

deems reasonable and necessary to ensure that the Members in each Member Class are aware of
their right to participate in the nomination and election of MRC members. Unless otherwise
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specified herein, the Secretary of the Corporation shall determine the appropriate mechanisms
and election procedures for elections of MRC members, based on time constraints and other
relevant factors. Elections may be held by written ballot at a meeting, votes cast at a meeting, or
such other procedures as the Secretary of the Corporation designates.

6.5  Term of Office of Members Representative Committee Members. The term of
office for the first group of MRC members elected under these Bylaws shall be from the date of
their election until the subsequent biannual meeting of Members held in compliance with the
information delivery requirements of Section 5.9.1. Thereafter, the term of office of MRC
members shall be one (1) year. Except for the first group of MRC members to be elected under
these Bylaws, the MRC shall be elected at each biannual meeting of Members held in
compliance with the information delivery requirements of Section 5.9.1. All MRC members
may serve an unlimited number of terms.

6.6  Resignation or Removal of Members Representative Committee Members;
Vacancies. A resignation of an MRC member shall be effective upon receipt of written notice by
the chairperson of the MRC, or the President or the Secretary of the Corporation, unless the
notice specifies a later time of effectiveness. A Member Class or Member Sub-Class may
remove any MRC member whom it has elected at any time, with or without cause, by the
affirmative vote of a majority of the Members present and entitled to vote in such Member Class
(or Member Sub-Class, as the case may be) at a duly held meeting of the Members of such
Member Class (or Member Sub-Class, as the case may be). The MRC may remove any MRC
member at any time, but only for cause, if at least twenty (20) of the MRC members vote in
favor of such removal, at least four (4) of whom must be representatives of the same Member
Class as the MRC member who is the subject of the removal vote. If a vacancy occurs, the
Members entitled under these Bylaws to elect such MRC member shall fill the vacancy in
accordance with the provisions of Section 6.3 at a duly held meeting called in accordance with
Section 5.10; provided, however, that a meeting of only the Member Class or Member Sub-Class
is required for any election or removal in which only a Member Class or Member Sub-Class is
entitled to vote. A MRC member so elected shall serve for the unexpired term of his or her
predecessor. For purposes of this Section 6.6, “for cause” shall include, without limitation, a
failure on the part of any MRC member, in any fiscal year, to attend more than one-half (1/2) of
the meetings of the MRC held during such year.

6.7 Meetings of the Members Representative Committee.

6.7.1 Election of Members Representative Committee Officers. At its first
meeting in each fiscal year, the MRC shall elect officers, including a chairperson of the MRC to
preside over meetings.

6.7.2 Regular and Special Members Representative Committee Meetings.
Regularly scheduled or special meetings shall be held at such times as shall from time to time be
fixed by the chairperson of the MRC. Special meetings of the MRC for any purpose or purposes
permitted by these Bylaws may be called at any time by the chairperson of the MRC or by any
ten (10) MRC members.
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6.7.3 Permitted Means of Members Representative Committee Meeting
Participation. Members of the MRC may participate in a meeting through the use of conference
telephone, electronic video screen communication, or similar communications equipment, so
long as all MRC members participating in such meeting can hear one another at the same time.
Participation in a meeting pursuant to this Section 6.7.3 shall constitute presence in person at
such meeting.

6.7.4 Members Representative Committee Action by Consent-in-\Writing. The
MRC may, subject to any applicable law, take any action without a meeting, if a consent in
witiag the form of a record, setting forth the action so taken, shall be signed by all of the MRC
members then in office.

6.7.5 Members Representative Committee Meeting Minutes. The Secretary of
the Corporation shall maintain minutes of each meeting of the MRC or subcommittee thereof,
and each written-consent of the MRC or any subcommittee thereof.

6.8  Notice of Members Representative Committee Meetings. Notice of regularly
scheduled and special meetings shall be given to the MRC members not less than fifteen (15)
days prior to the meeting if delivered by first-class mail or not less than ten (10) days prior to the
meeting if the notice is delivered personally, by telephone, by facsimile, or by electronic mail,
provided, however, that notice of special meetings shall not be sent by electronic mail.

6.9  Open Meetings of Members Representative Committee. All MRC meetings shall
be open; provided, however, meetings of the MRC to nominate, discuss, or select Directors shall
be closed in order to facilitate participation by the broadest and most diverse array of qualified
candidates in the Directors selection process and to protect the confidentiality of information
relating to actual or potential candidates for election to the Board of Directors.

6.10 Waivers of Members Representative Committee Meeting Notice. The notice
requirements contained in these Bylaws may be waived in writing by any MRC member with
respect to himself or herself, either before or after the meeting. The attendance by any MRC
member at a meeting shall constitute a waiver of notice of such meeting except where such MRC
member attends a meeting for the express purpose of objecting to the transaction of any business
because the meeting is not lawfully called or convened. All waivers shall be made part of the
minutes of the meetings.

6.11 Quorum of Members Representative Committee Members. A quorum for any
meeting of the MRC shall be a majority of the MRC members then in office. A meeting at
which a quorum is initially present may continue to transact business notwithstanding the
withdrawal of MRC members, if any action taken is approved by the required number of MRC
members, as specified in these Bylaws. A majority of the MRC members then present, whether
or not constituting a quorum, may adjourn any meeting to another time and place.

6.12 Voting of Members Representative Committee Members. Except where a greater
vote is required by these Bylaws, the affirmative vote of a majority of the MRC members then in
office shall be the act of the MRC. Each voting MRC member shall have one (1) vote. MRC
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members may not vote by proxy, and shall not be required to vote by class. When voting on
matters coming before the MRC, each MRC member shall take into consideration the interests of
the Member Class, the interests of the Members that appointed or elected the representatives, and
the purposes of the Corporation as set forth in Article 111 and thereafter make a decision that each
MRC member believes in his or her discretion is appropriate. In addition, when selecting
individuals for the Board of Directors, each MRC member shall endeavor to select individuals
who, in the judgment of each such MRC member, best satisfy the criteria set forth in Section
7.2.2.

6.13 Subcommittees of Members Representative Committee. The MRC may designate
one (1) or more subcommittees to assist the MRC in carrying out its functions under these
Bylaws, each consisting of seven (7) or more MRC members, to serve at the pleasure of the
MRC. Appointments to such subcommittees shall be made annually by a two-thirds (2/3) vote of
the MRC members then in office. Each subcommittee shall have such authority of the MRC as
is delegated by resolution of the MRC, except that no subcommittee, regardless of the MRC
resolution, may elect, appoint, or remove any member of such subcommittee, any member of the
MRC, or any Director.

6.14  Arbitration Committee. The MRC shall elect annually the members of a
committee called the Arbitration Committee. The Arbitration Committee shall monitor and
oversee compliance with the provisions of Article XI1I (Alternative Dispute Resolution), as well
as carry out any other functions designated for it in Article XII1 or in any other documents of the
Corporation. The Arbitration Committee shall consist of three (3) members, who may serve an
unlimited number of terms. The MRC shall endeavor, over the course of continuing Arbitration
Committee terms, to provide for representation on the Arbitration Committee that is balanced
and reflects the Member Classes and stakeholder interests affected by the Corporation’s
activities. The Arbitration Committee has the authority to establish such rules and procedures as
may be necessary to supplement the arbitration procedures set forth in these Bylaws.

ARTICLE VII

BOARD OF DIRECTORS

7.1 Board of Directors.

7.1.1 Authorities of and-Fransitionte-Board of Directors. The Board of
Directors shall have the full authorities allowed by law, except as otherwise specified in the
Articles of Incorporation or the Bylaws. All powers and activities of the Corporation shall be
exercised and managed by the Board of Directors or, if delegated, under the ultimate direction of
the Board of Directors.

[Drafting note: The preceding sentences used to be in subsections (i) and (ii) but were moved
up to the main text of 7.1.1 for clarity.]
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{Section 7.1.1 continued . . .}

0] Without in any way limiting the foregoing, the Board of Directors
shall have the power to borrow funds, establish and exercise lines of credit, and engage
in all other financial transactions necessary and useful in carrying out the purposes of the
Corporation.

(i) Without in any way limiting the foregoing, any and all proposed
amendments or modifications to any tariff of the Corporation shall be required to be
submitted to the Board of Directors for consideration and approval and, except as
otherwise provided by applicable law, the effectiveness of any such amendment or
modification shall be subject to approval by the Board of Directors.

(iii)  The Bevelopmental- Board-ef Frustees-Interim Board as defined in
Article IV shall serve asa-caretaker-beard-eftrustees-under-these-Bylaws-until the
election of the Board of Directors. The election of the Board of Directors shall occur as
soon as practical after the adoption of these Bylaws.—Fhe-Developmental Board-of
Trustees-may-notoffer transmission-and-related-services.- [Drafting note: The

preceding sentence has been stricken because the issue is now covered in Article 1V.]

(iv) i ay-h n-a
Fetateel—sewiees—unttl—sueh—ttme&sTo enable the Corporatlon to prowde transmlssmn
services as soon as reasonably feasible, the Board of Directors shall work diligently to
promptly complete the negotiation and execution of Transmission Agreements with
transmission owners and operators that are parties (other than those identified as
“Terminating TOs”) to Amendment No. 2 of the Funding Agreement dated as of
2005 (and any additional transmission owners and operators that become parties to a
subseguent amendment to that funding agreement).

(V) The Corporation may offer transmission and related services when
the Board of Directors has determined that

@) the-Bonneville Power-Administration’s-there are sufficient
executed Transmission Agreements to enable the Corporation to begin to offer
transmission and related services consistent with the provisions of Section 3.1 and

any contmgenmes aed—theeeeeeeﬂngeneeeef—at—leaet—tmm—@—mvesteeewned

greements wﬁh—the

S W
> ll

e*eeettee—ef—contamed in the executed Transmlssm

Corperation-have been waived or satisfied,;

(b) any necessary state-regulatory reviews or approvals have
been received; and
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{Section 7.1.1 continued . . .}

(©) FERC has issued an order holding (without conditions or
required changes) that the governance structure set forth in these Bylaws allows
the Corporation to satisfy the independence requirements of FERC Order No.
2000 and its amendments;-ané

(vi) The Corporation may engage in activities related to transmission

services that do not require executed Transmission Agreements so long as the Interim
Board or the Board of Directors has determined that the activities will accelerate or
improve the Corporation’s implementation of the Grid West Basic Features consistent
with the provisions of Section 3.1.

7.1.2 Number and Classification.

Q) Fhere-shal-be-nine(9)-The Board of Directors shall consist of five

(5) members elected in accordance with the provisions of Section 7.2.3; provided,
however, that at any time after the Board of Directors has made the determination
described in Section 7.1.1(v)(a), the size of the Board of Directors may be increased from
five (5) members to seven (7) or nine (9) members (but not to six (6) or eight (8)) by an
ordinary vote under Section 7.9.1. The additional Board members shall be elected by the
MRC in accordance with the provision of Section 7.2.3efthe-Operational Board-of
Trustees. Absent a resignation or removal, Directors shall serve for the duration of their
terms in accordance with these Bylaws and until their successors are elected. A Director
elected to fill a vacancy mid-term shall serve for the remainder of the term of the
Director being replaced and until a successor is elected.

[Drafting note: The language in Section 7.1.2 does not permit the Board to decrease its
size back to five or seven once it has been increased to seven or nine. The bylaws work
group recognized that, under Section 7.3, Board members have the power to remove
each other from office only for cause. The bylaws work group was concerned that if the
Board had the power to decrease its own size, this power could function as a back-door
““ouster’” mechanism, when it should be up to the MRC to decide if a Board member
should have to leave office (without cause) before the end of his or her term. The
consequence of giving the Board the power to increase its size but not decrease its size is
that once the Board size has been increased, it would take a bylaws amendment (which
requires Member approval) to subsequently decrease the size of the Board.]
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{Section 7.1.1 continued . . .}
(i) Except as provided in Section 7.1.2(iii) and 7.1.2(iv), Fthe

members of the Board of Directors shall be divided into three (3) groups, two (2) of
which shall have-ef-three{3) two (2) members-each and one (1) of which shall have one

(1) member. Fhree{3)}-Two (2) of the initial Director positions shall be for two- (2-) year
terms, three(3)-two (2) of the initial Director positions shall be for three- (3-) year terms,

and three—@)— ne (1) of the initial Drrector posrtrons shaII be for a four (4-) year terms

Imstee&mmgmepeﬁrusteeswhesemmaHerm—iﬁeHwe-@—yearsﬁIhe MRC shall

determine the term each initial Director serves.

(i11) During any time that the size of the Board of Directors has been set
at seven (7), the members of the Board of Directors shall be divided into three (3) groups,
two (2) of which shall have two (2) members and one (1) of which shall have three (3)
members. The two (2) additional Directors that are elected to increase the size of the
Board of Directors from five (5) to seven (7) shall be assigned to the group that formerly
consisted of a single Director.

(iv) During any time that the size of the Board of Directors has been set
at nine (9), the members of the Board of Directors shall be divided into three (3) groups,
each of which shall have three (3) members.

7.2 Establishment of Board of Directors.

7.2.1 Executive Search Firm. Except with respect to the election of the initial
Board of Drrectors under these Bvlaws (Whlch is addressed |n Section 4.3(iii)), Ferpurposesof
the Board of Directors shall
select and retaln one (1) of the foIIowmg executive search f|rms to identify guahified-suitable

candidates, Board-of Directors-candidatessatishyring-who meet the Director qualification the

requirements of these Bylaws, as potential nominees for election to the Board of Directors:

Q) Heidrick & Struggles International;

(i) Korn/Ferry International;

(iii))  Russell Reynolds Associates; or

(iv)  any successor or any other executive search firm that possesses

broad and long-standing experience in searches for members of the boards of directors or
trustees of entities across a broad range of industries.
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7.2.2 ldentification and Nomination of Suitable Candidates.

Q) Before each election of Directors under these Bylaws, the
executive search firm selected by the Board of Directors under Section 7.2.1 (or ratified
by the Interim Board under Section 4.3(iii)) shall develop a slate of qualified candidates.
The Board of Directors _(or the Interim Board) in consultation with the MRC may direct
the firm_to provide a specific number of candidates, with the minimum to be equal to the
number of vacancies plus one (1) and the maximum to be twice the number of vacancies
to be filled in such election. Directors and MRC members may submit the names of
proposed candidates to the executive search firm for consideration. Members of the
Corporation may also submit the names of proposed candidates to the chairperson of the
MRC, who shall forward those names to the executive search firm. Unless a Director has
given notice to the Secretary of the Corporation that he or she does not wish to be
considered for re-election, any Director whose term is expiring as of an upcoming
election shall be automatically included among the candidates to be considered by the
MRC for nomination.

(i) At least half of any slate of qualified candidates identified by the
executive search firm for the initial round of any election of Directors shall consist of
individuals with significant experience with the electric utility industry in the Geographic
Area. The slate of qualified candidates identified by the executive search firm also

should include individuals possessing, collectively;knewledge-ef-the-eperational
characteristics-of the-Pacific- Northwest power-system-and executive management

experience or board experience with electric utilities and personal abilities and qualities,
such as integrity, leadership, problem-solving, facilitation, and consensus-building. The
search firm shall also endeavor to include individuals with relevant experience in
commodities markets (including commodities trading risk management), electric bulk
power transmission in the Western Interconnection, utilities law, finance, economics,
accounting, information technology, engineering, regulation, and public policy; and to
achieve racial, ethnic, age, and gender diversity. In screening potential candidates the
executive search firm shall be instructed to exclude any candidate likely to have a
conflict of interest with the duties of a Director. The executive search firm shall also be
instructed to obtain appropriate disclosures by candidates (covering themselves and
Related Persons to such candidates) regarding financial interests in or other potential
conflicts of interest with Market Participants, Members, and major contractors of the
Corporation. Such disclosures shall also include any such financial interests or other
potential conflicts of interest known by the candidates with respect to other family
relations of the candidates. The disclosures of qualified candidates shall be made
available on a confidential basis to the MRC upon its election.

(ili)  The MRC shall nominate candidates to stand for election from the
slate of qualified candidates presented by the executive search firm, together with any
sitting Directors the MRC wishes to nominate for re-election as provided in
Section 7.2.2(i). The MRC may designate any nominee to run unopposed if the proposal
to so designate the nominee receives the affirmative vote of not less than twenty (20)
MRC members.
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7.2.3 Election of Board of Directors.

Q) The members of the Board of Directors shall be elected by the
members of the MRC, in accordance with the provisions of this Article VII.

(ii) ; ational-Board-c
Frusteesthr-Seetion-72-3,-eEach member of the Board of Directors, including nominees
designated by the MRC to run unopposed, shall be elected by the affirmative vote of not
fewer than twenty (20) members of the MRC unless there is a need for runoff elections as
specified in Section 7.2.3(iii). In any election of Directors, each member of the MRC
shall be entitled

@ to a number of votes equal to the number of vacancies to be
filled in the election; and

(b) to vote for any nominee for Director.

Each MRC member shall be required to vote for as many nominees as there are vacancies
to be filled in the election; provided, however, that no member of the MRC

1) may cast more than one (1) vote for any given
nominee;

2 may vote for any number of nominees in excess of
the number of Board vacancies to be filled in such election; or

GRID WEST BYLAWS 56



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

{Section 7.2.3 continued . . .}

3 is required to vote for an unopposed nominee for
whom the Member did not vote affirmatively to nominate.

Except with respect to the vote on a nominee designated to run unopposed by a
Member that did not support the nomination, if any member of the MRC fails, in any
election of Directors, to cast each and all of the votes that such MRC member is entitled
to cast, each vote that such MRC member has failed to cast shall be allocated at random,
one by one, to another MRC member and cast by such MRC member in favor of a
nominee of such member’s choice for Director in such election. Except as permitted in
connection with runoff elections as specified in Section 7.2.3(iii), the Directors-elect shall
comprise only those nominees receiving the highest vote (but not in any event fewer than
twenty (20) votes) of the MRC members, up to such number of nominees as is equal to
the number of Board vacancies to be filled in such election. If a vacancy cannot be filled
because two (2) or more nominees receiving at least twenty (20) votes receive the same
number of votes, a runoff election shall be held among such nominees and shall be
repeated until the tie is broken. At any time during the identification of candidates for
nomination or during the process of electing Directors, the MRC may request that the
executive search firm undertake a further search for additional candidates for any vacant
position(s).

@) (@) If fewer than the requisite number of nominees receive
twenty (20) or more votes in an election of Directors, a first-round runoff election
shall be held among the nominees receiving fewer than twenty (20) votes. The
minimum number of MRC votes required to elect a Director in a first-round
runoff election shall be twenty (20). The number of nominees for which the MRC
may vote in a first-round runoff election (including supplemental nominees
selected from any additional candidates requested from the executive search firm)
may not exceed two (2) times the number of vacancies remaining after accounting
for those nominees who received receive twenty (20) or more votes in the initial
MRC vote. The number of nominees standing for election in a first-round runoff
election shall be reduced, if necessary to comply with the preceding sentence, by
removing from the first-round runoff election those nominees who receive the
fewest votes in the initial MRC vote.

(b) If fewer than the requisite number of nominees receive
twenty (20) or more votes in the first-round runoff election, a second-round runoff
election shall be held among the nominees receiving fewer than twenty (20) votes.
The minimum number of MRC votes required to elect a Director in a second-
round runoff election shall be twenty (20). The number of nominees for which
the MRC may vote in a second-round runoff election (including supplemental
nominees selected from any additional candidates requested from the executive
search firm) may not exceed two (2) times the number of vacancies remaining
after accounting for those nominees who receive twenty (20) or more votes in the
first-round runoff election. The number of nominees standing for election in a
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{Section 7.2.3 continued . . .}

second-round runoff election shall be reduced, if necessary to comply with the
preceding sentence, by removing from further consideration those nominees who
received the fewest votes in the first-round runoff election.

(© If fewer than the requisite number of nominees receive
twenty (20) or more votes in the second-round runoff election, there shall be a
third-round runoff election to fill any remaining vacancies, and the minimum
number of MRC votes required to elect a Director in a third-round runoff election
shall be sixteen (16). The number of nominees for which the MRC may vote in a
third-round runoff election (including supplemental nominees selected from any
additional candidates requested from the executive search firm) may not exceed
two (2) times the number of vacancies remaining after accounting for those
nominees who receive twenty (20) or more votes in the second-round runoff
election. The number of nominees standing for election in a third-round runoff
election shall be reduced, if necessary to comply with the preceding sentence, by
removing from the third-round runoff election those nominees who receive the
fewest votes in the second-round runoff election. If there are any vacancies
remaining to be filled after a third-round runoff election, those vacancies shall be
filled by the nominees who received the greatest number of votes in the third-
round runoff election. The MRC chairperson shall draw lots to break any ties as
necessary to carry out the provisions of Section 7.2.3 and its subsections.

(iv)  Immediately upon completion of the election of Directors, the
Secretary of the Corporation shall provide official notice of the results of such election to
the members of the MRC and the Members. Unless otherwise specified herein, the MRC
shall determine the appropriate mechanisms and election procedures for elections of
Directors, based on time constraints and other relevant factors. Elections may be held by
written ballot at a meeting, votes cast at a meeting, or such other procedures as the MRC
designates.

7.3 Resignation or Removal of Directors; Vacancies. A Director may resign from the
Board of Directors by providing written notice to the chairperson of the Board of Directors or the
President or the Secretary of the Corporation. A resignation of a Director shall be effective upon
election of the resigning Director’s replacement, unless the notice or the Board of Directors
specifies an earlier time of effectiveness. The members of the MRC may remove any Director at
any time, with or without cause, by the affirmative vote of not fewer than twenty (20) of the
members of the MRC present at a duly held meeting of the MRC. The Board of Directors may
remove any Director at any time, but only for cause, if at least two-thirds (2/3) of the Directors
then in office vote in favor of such removal. If a vacancy occurs, the members of the MRC shall
elect a replacement Director to fill the vacancy in accordance with the provisions of
Section 7.2.4. A Director so elected shall serve for the unexpired term of his or her predecessor.
For purposes of this Section 7.3, “for cause” shall include, without limitation, a Director’s willful
misconduct or conviction of a felony, violation by a Director of the conflict-of-interest or
disqualification provisions of these Bylaws, or a failure on the part of a Director, in any fiscal
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year, to attend more than one-half (1/2) of the meetings of the Board of Directors held during
such year.

7.4 Meetings of the Board of Directors.

7.4.1 Quorum of Board of Directors. A meeting is a gathering (in person or
otherwise as permitted in this Article VI1) of at least a quorum of Directors as set forth in
Section 7.8, provided, however, that the presence of a number of Directors constituting a quorum
in one place or at one event does not constitute a meeting if there is no deliberation or action
taken regarding the Corporation’s business. A quorum of Directors may not take action (except
by written-consent as provided below) or deliberate regarding the Corporation’s business except
at a meeting and in compliance with procedural rules in this Article VII.

7.4.2 Scheduled Meetings of Board of Directors. The Board of Directors shall
meet at least six (6) times each fiscal year at such dates, times, and places within the Geographic
Avrea as the Board of Directors shall determine; provided, however, that the initial Board of
Directors shall have its first meeting within thirty (30) days following its election. At the first
meeting in the first quarter of each fiscal year, the Board of Directors shall elect officers and
elect a chairperson of the Board of Directors to preside over meetings. The regularly scheduled
meetings of the Board of Directors shall be established for each fiscal year in advance.

7.4.3 Regular and Special Meetings of Board of Directors. In addition to the
regular meetings of the Board of Directors, additional regularly scheduled or special meetings
shall be held at such times as shall from time to time be fixed by the chairperson of the Board of
Directors. Special meetings of the Board of Directors for any purpose or purposes may be called
at any time by the President of the Corporation or by any two (2) Directors.

7.4.4 Permitted Means of Director Meeting Participation. Directors may
participate in a meeting through the use of conference telephone, electronic video screen
communication, or similar communications equipment, so long as all Directors participating in
such meeting can hear one another at the same time and arrangements are made to afford the
public an opportunity to attend and observe any such meeting (with the exception of closed
sessions held pursuant to Section 7.6). Participation in a meeting pursuant to this Section 7.4.4
shall constitute presence in person at such meeting.

7.4.5 Board of Directors Action by Consent-in-Ariting. The Board of Directors
may, subject to any applicable law, take any action without a meeting, if a consent in-+witing the
form of a record, setting forth the action so taken, is signed by all of the Directors then in office.

7.4.6 Board of Directors Meeting Minutes. The Secretary of the Corporation
shall make public the minutes of each meeting of the Board of Directors or committee thereof
(with the exception of closed sessions held pursuant to Section 7.6), and each witten-consent of
the Board of Directors or any committee thereof, by posting the same on the Grid West Website
and at the offices of the Corporation, or by any other reasonable means, within fifteen (15) days
after the date on which the meeting was held or the signing-of-the-consent was completed.
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7.5 Notice of Board of Directors Meetings.

7.5.1 Notice Requirements of Regular and Special Board of Directors Meetings.
Notice of regularly scheduled and special meetings shall be given to the Directors not fewer than
ten (10) days prior to the meeting if delivered by first-class mail or not fewer than five (5) days
prior to the meeting if the notice is delivered personally, by telephone, by facsimile or by
electronic mail; provided, however, that notice of special meetings shall not be effective if sent
solely by electronic mail.

7.5.2 Public Notice of Meetings; Closed Sessions of the Board of Directors.
Public notice of each meeting of the Board of Directors (including meetings to be held in whole
or in part in closed session pursuant to Section 7.6) shall be placed on the Grid West Website and
posted at the offices of the Corporation at least ten (10) days prior to the meeting (or the soonest
date practicable thereafter) if notice of such meeting has been delivered to the Directors by first-
class mail and at least five (5) days prior to the meeting (or the soonest date practicable
thereafter) if notice of such meeting has been delivered to the Directors personally, by telephone,
by facsimile, or by electronic mail. Public notice of any adjournment and reconvening of any
such meeting shall be placed on the Grid West Website and posted at the offices of the
Corporation as soon as practicable after any such adjournment. Each such notice shall include an
agenda that makes it clear which items are for purposes of discussion, which items are for
purposes of taking action, and, to the extent practicable, which items are to be considered in a
closed session; provided, however, that the failure of any item to be included on any such agenda
shall not prevent action from being taken thereon at any meeting. If any changes are made to
any such agenda prior to the meeting to which the agenda relates, the Secretary of the
Corporation shall make reasonable efforts to provide public notice of any such changes as soon
as practicable in advance of the meeting. In addition, notice of each meeting shall be sent by the
Secretary of the Corporation, by first-class mail, telegram (charges prepaid), facsimile, or
electronic mail, to each Member who so requests, each member of the MRC, and to each
member of the public who so requests and who has provided the Secretary of the Corporation
with complete information regarding such person’s name and address; provided, however, that
the failure of any such Member, member of the MRC, or member of the public to receive notice
of any meeting of the Board of Directors shall not under any circumstances affect the validity of
such meeting or any action taken at such meeting. In the event of any emergency meeting of the
Board of Directors, the notice requirements of this Section 7.5.2 shall be suspended and the
Secretary of the Corporation shall use whatever efforts the Secretary of the Corporation, in his or
her sole discretion, deems reasonable, in light of all the facts and circumstances, to inform the
Members and the public regarding the meeting and the matters scheduled to be considered at the
meeting.

7.6 Open Board of Directors Meetings. Meetings of the Board of Directors held
pursuant to this Article V11 shall generally be open to any and all Members and any and all
members of the public, and except as provided below, any member of the public shall be entitled
to attend and observe the proceedings of any regular or special meeting of the Board of
Directors. Subject to such procedural restrictions as may be reasonably imposed by the Board of
Directors, Members shall have the right to address the Board of Directors at all regular or special
meetings of the Board of Directors. Notwithstanding the foregoing, the Board of Directors may,
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at any time during any open meeting of the Board of Directors, upon approval by the affirmative
vote of not less than two-thirds (2/3) of the Directors present at such meeting, adjourn the
meeting and reconvene in a closed session for discussion of litigation or potential litigation,
personnel matters, vendor or contractor selection, real estate transactions, commercially sensitive
information, and other matters that are reasonably and in good faith determined by the Board of
Directors to be entitled to confidential treatment. Only Directors and certain officers, employees,
and agents of the Corporation, as designated by the Directors, may be present during any closed
session; provided, however, that to the extent deemed necessary by the chairperson of the Board
of Directors, any other person or persons having business before the Board of Directors that
relates specifically to the matter or matters to be discussed during any portion of a closed session
may be present during such portion of a closed session.

7.7 Waivers of Board of Directors Meeting Notice. The notice requirements
contained in these Bylaws may be waived in writing by any Director with respect to himself or
herself, either before or after the meeting. The attendance by any Director at a meeting shall
constitute a waiver of notice of such meeting except when such Director attends a meeting for
the express purpose of objecting to the transaction of any business because the meeting is not
lawfully called or convened. All waivers shall be made part of the minutes of the meetings.

7.8 Quorum of Directors. A quorum for any meeting of the Board of Directors shall
be a majority of the Directors then in office. A meeting at which a quorum is initially present
may continue to transact business notwithstanding the withdrawal of Directors, if any action
taken is approved by the required number of Directors, as specified in these Bylaws. A majority
of the Directors then present, whether or not constituting a quorum, may adjourn any meeting to
another time and place.

79 Voting of Directors.

7.9.1 General Requirement for Board VVotes. Except where a greater vote is
required by the Articles of Incorporation, applicable law, or these Bylaws, the affirmative vote of
a majority of the Directors then in office shall be the act of the Board of Directors. Each
Director shall have one (1) vote. Directors may not vote by proxy.

7.9.2% Implementation Following Certain Board of Directors VVotes. If a matter
on which the Board of Directors acts at a meeting has not been described in a notice or agenda
consistent with Section 7.5.2 at least thirty (30) days before the Board of Directors votes to take
the action, or if the Board of Directors takes action by written-consent, the Board of Directors
may not implement the action until at least thirty (30) days after the date on which the matter is
described in a notice or agenda consistent with Section 7.5.2, the date on which the written
consent is published in accordance with Section 7.4.5, or the date on which the Board of
Directors votes to take the action, whichever is earliest. During this interval Members may
assess whether they consider the action to be a major change in the scope of the Corporation’s
activities or the policies governing the Corporation’s activities and take action as described in
Section 7.17. This provision shall not apply in cases of emergency as declared by the Board of
Directors.
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[Drafting note: Former Section 7.9.2 has been deleted because it is unnecessary and an

unreasonable intrusion on the independence of the Board of Directors. Section 8.5.3(iv) already
requires that the Board consult with the Board Advisory Committee concerning proposed
budgets. The Board must include ““potential budget reductions and financial controls when a
proposed budget materially exceeds the expenses for the prior audited fiscal year.”” The Board
must also ““endeavor to provide the annual budget and any subsequent modification to the Board
Advisory Committee and Governmental Committee at least ninety (90) days prior to any final
action thereon by the Board of Directors.” Furthermore, the Members have the ability under
Section 5.1.3 to communicate their views to the Board of Directors through Member resolutions
at any time for any reason.]

7.10 Individuals Who Are Prohibited from Serving as Directors.

7.10.1 Prohibited Individuals. Except as set forth in Section 7.10.2, no individual
may be nominated for election to or become a member of the Board of Directors, or at any time
serve on the Board of Directors, if such individual (or the spouse, the domestic partner, or any
legal dependent of such individual)

Q) has a direct or indirect financial interest in (including the
ownership of securities of) a Market Participant or Member (or any Affiliate of any of
such Persons); provided, however, that such individual (or the spouse, the domestic
partner, or any legal dependent of such individual) will be permitted to own securities of
a Market Participant or Member (or any Affiliate of any such Persons) through
diversified mutual funds (other than those funds concentrating their investments in the
electric power industry or the electric utility industry or any segments thereof);

(i) is connected (or has been connected within one (1) year prior to the
date of the meeting to nominate individuals for Director) as an owner, director, officer,
employee, partner, principal, or member of a governing board or council, or in any
similar capacity, to a Market Participant or Member (or any Affiliate of any of such
Persons); provided, however, that an individual who served as an employee or an elected
or appointed public official of a Participating Jurisdiction may be nominated; or

(iti)  has a Related Person that is an officer, chief executive or general
manager, director or trustee or member of a governing board or council, or that occupies
a position of similar capacity of a Market Participant or Member (or any Affiliate of any
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such Person); provided, however, that the individual may be nominated if the Related
Person commits to retire or otherwise leaves the position that gives rise to the
disqualification prior to the date of the first meeting of Directors after the nominee is
elected as a Director. The Director may serve only if the commitment is honored.

7.10.2 Exceptions Concerning Prohibited Individuals. An individual shall not be
deemed to be in violation of the restrictions set forth in Section 7.10.1 and shall not be prohibited
from serving as a Director merely because such individual (or the spouse, the domestic partner,
or any legal dependent of such individual)

Q) is a residential retail consumer of electric energy; or

(i) continues his or her pre-existing participation in a qualified defined
benefits or defined contribution pension plan, nonqualified deferred compensation or
pension plan, or health benefits plan of a Market Participant or Member (or any Affiliate
of any of such Persons) for purposes of receiving pension benefits and post-employment
health benefits or remaining eligible to receive such benefits at a future time so long as
the benefits to such individual under any such pension plan do not vary with the
economic performance of such Market Participant or Member (or any Affiliate of any of
such Persons) (other than the potential variance due to risk of bankruptcy) or the value of
any securities of any such Market Participant or Member (or any Affiliate of any of such
Persons) held by such plan.

7.11 Continuing Restrictions on Former Directors.

7.11.1 General Restrictions. Except as set forth in Section 7.11.2,

Q) during the period of one hundred eighty (180) consecutive days
following the date on which an individual ceases to be a Director, neither such individual
nor the spouse, the domestic partner, or any legal dependent of such individual may have
or acquire a direct or indirect financial interest in a Market Participant or Member (or any
Affiliate of any of such Persons); provided, however, that such individual (or the spouse,
the domestic partner, or any legal dependent of such individual) will be permitted to own
securities of a Market Participant or Member (or any Affiliate of any of such Persons)
through diversified mutual funds on terms and conditions available to the general public
(other than those funds concentrating their investments in the electric power industry or
the electric utility industry or any segment thereof);

(i) during the period of three hundred sixty-five (365) consecutive
days following the date on which an individual ceases to be a Director, neither such
individual nor the spouse, the domestic partner, or any legal dependent of such individual

@) may be or become connected as an owner (including

through ownership or control of five percent (5%) or more of outstanding shares),
director, officer, employee, partner, principal, or consultant, or in any similar

GRID WEST BYLAWS 63



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

capacity, to a Market Participant or Member (or any Affiliate of any of such
Persons), or

(b) may receive in such person’s individual capacity an amount
in excess of $10,000 (U.S.) (exclusive of retirement income or benefits) in the
aggregate from the Corporation, any Market Participant, or any Member (or any
Affiliate of any of such Persons) as rent or payments for materials, products, or
services;

(iii)  during the period of three hundred sixty-five (365) consecutive
days following the date on which an individual ceases to be a Director, neither such
individuals nor any Related Person of such individuals may receive an amount in excess
of $10,000 (U.S.) (exclusive of retirement income or benefits) from relationships with
other entities that receive substantial amounts of income or other benefits from the
Corporation, any Market Participant, or any Member (or any Affiliate of such Persons).
The Board of Directors shall have the discretion to determine from time to time in
meetings open to the public what shall constitute substantial amounts of income or other
benefits for purposes of this restriction; and

(iv)  neither such individual nor the spouse, the domestic partner, or any
legal dependent of such individual may at any time accept any gift from any Market
Participant or Member that is offered as a consequence of service as a Director, subject to
any exceptions contained in the terms of any applicable conduct rules.

7.11.2 Exceptions Concerning Continuing Restrictions. An individual shall not
be deemed to be in violation of the restrictions set forth in Section 7.11.1 merely because such
individual (or the spouse, the domestic partner, or any legal dependent of such individual)

Q) is a residential retail consumer of electric energy; or

(i) continues his or her pre-existing participation in a qualified defined
benefits or defined contribution pension plan, nonqualified deferred compensation or
pension plan, or health benefits plan of a Market Participant or Member (or any Affiliate
of any of such Persons) for purposes of receiving pension benefits and postemployment
health benefits or remaining eligible to receive such benefits at a future time so long as
the benefits to such individual under any such pension plan do not vary with the
economic performance of such Market Participant or Member (or any Affiliate of any of
such Persons) (other than the potential variance due to risk of bankruptcy) or the value of
any securities of any such Market Participant or Member (or any Affiliate of any of such
Persons) held by such plan.

7.12 Standard of Care.

7.12.1 General Standard for Decisions. A Director shall perform the duties of a
Director, including duties as a member of any committee of the Board of Directors on which the
Director may serve, in good faith, in a manner that such Director believes to be in the best
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interests of the Corporation in achieving the purposes set forth in Article 111, and with such care,
including reasonable inquiry, as an ordinarily prudent person in a like position would use under
similar circumstances.

[Drafting note: Former Section 7.12.2 has been deleted because it is an unreasonable intrusion

into the Board’s decision-making process and could be misused to hamstring Grid West by
providing a basis to challenge Board decisions as unwarranted in view of all of the required
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considerations. This brings risk of greatly increased costs of operation and unreasonable delay
in implementing good Board decisions that are opposed by even a single Member.]

7.12.2 Required Demonstration to Implement Backstop Measures. In addition to
complying with the provisions of Section 7.16 to invoke authority to exercise backstop measures,
any time the Corporation wishes to implement any backstop measure (as defined in
Section 7.16.2), it must, in consultation with the market monitoring unit for the Corporation,
demonstrate that chronic, significant, commercial congestion has not been mitigated due to
market failure. The demonstration of market failure must be based on substantial evidence
documented by the Corporation through its public planning process.

7.12.3 On-Going Regional Consultation. In addition to complying with the
mandatory consultation provisions applicable to the Special Issues List and as set forth in
Section 7.16 of these Bylaws, the Board of Directors shall develop (and may, as it deems
appropriate, modify from time to time) general policies and procedures designed to promote
ongoing input to the Board of Directors from interested parties throughout the Geographic Area
(including Members and Governmental Committee) and to provide clear, useful information to
interested parties throughout the Geographic Area concerning the Corporation’s activities and
policies and any potential changes to the Corporation’s existing practices.

7.12.4 Business and Strategic Plans. The Board of Directors shall adopt a

strategic plan for a period of not less than three (3) years by the time the Corporation begins to
offer transmission and related services and such plan shall be updated no less frequently than

once every three (3) years —Pmmpﬂ%a#eﬁh&@pe#aﬂe%%e&rd—s—sea%ed—ﬁ—skﬂkeenﬁdeﬁhe

7.12.5 Information a Director May Rely Upon. In performing the duties of
Director, a Director shall be entitled to rely on information, opinions, reports, or statements,
including financial statements and other financial data, in each case prepared or presented by

Q) any advisory committee established by the Board of Directors
pursuant to Section 8.2 of these Bylaws;

(i) one (1) or more officers or employees of the Corporation whom
the Director reasonably believes to be reliable and competent in the matter presented,;

(iii)  legal counsel, public accountants, or other persons as to matters

that the Director reasonably believes are within such person’s professional or expert
competence; or
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(iv)  acommittee of the Board of Directors upon which the Director
does not serve,

as to matters within such committee’s or person’s designated authority, which committee
or person the Director believes to merit confidence; so long as, in any such case, the
Director acts in good faith, after reasonable inquiry when the need therefor is indicated
by the circumstances, and without knowledge that would cause such reliance to be
unwarranted.

7.12.6 Conduct Rules. The Board of Directors shall maintain Director conduct

rules for current and former Directors. Fhese-Operational-Bylaws-incerporate-theFrustee-The

Directors conduct rules ineffectunderthe-Developmental Bylaws-on-the-that are effective as of
the date these Bylaws-beceme-effective are adopted are set forth in Attachment C. The Board of

Directors shall ensure, to the extent practicable, that each Director complies with the
Corporation’s Director conduct rules, which Director conduct rules may be changed from time to
time by the Board of Directors. The Director conduct rules may be more restrictive than the
provisions set forth in these Bylaws (including Section 7.11.1) but may not modify or limit the
exceptions set forth in Section 7.11.2. Changes to the Director conduct rules may not become
effective sooner than thirty (30) days following the action by which the Board of Directors
approves the change(s) and may bind only those Directors who were in office at the time of the
change or take office thereafter. The Board of Directors shall also comply with all applicable
rules of FERC and other regulators.

7.12.7 Independence from Market Participants. The Board of Directors shall
develop and implement policies, designed to ensure independence from Market Participants,
regarding the ownership of securities of suppliers of the Corporation or of other financial
interests relating to the Corporation, by Directors, officers, and employees of the Corporation
(including Related Persons of such Directors, officers, and employees). Each Director, officer,
and other employee of the Corporation as may be designated pursuant to policies established by
the Board of Directors shall file an annual compliance affidavit with the Board of Directors.

7.13  Prohibition Against Loans. The Corporation shall not make any loan of money or
property to or guarantee the obligation of any Director or Related Person of a Director; provided,
however, that the Corporation may advance money to a Director for expenses reasonably
anticipated to be incurred in performance of the duties of such Director so long as such
individual would be entitled to reimbursement for such expenses absent such advance.

7.14 Inspection Rights. Every Director shall have the absolute right at any reasonable
time to inspect and copy all books, records, and documents, and to inspect the physical
properties, of the Corporation. No Director shall use or disseminate any information (other than
any information regarding a violation of tariffs or laws) obtained as a result of any such
inspection, or otherwise in his or her capacity as a Director, for his or her own personal gain or to
the detriment of the Corporation.
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7.15 Compensation of Directors.

7.15.1 Base Compensation and Additional Compensation. Directors shall receive
base compensation in the amount of $30,000 (U.S.) per year and additional compensation in the
amount of $1,000 (U.S.) per day for attendance at each meeting of the Board of Directors or
committee thereof, and $500 (U.S.) per day for any other meetings related to the business of the
Corporation that the Board of Directors determines a Director should attend, to obtain the widest
possible input into the decisions of the Board of Directors and to avoid hardship on the part of
such Directors; provided, however, that the total compensation for each Director shall not exceed
$120,000 (U.S.) in any calendar year; and, provided, further, that the Board of Directors may
designate one (1) Director to serve as the Corporation’s Chief Executive Officer (or in a similar
capacity) during the period before the Board of Directors has made the determination described
in Section 7.1.1(v)(a). If the Board of Directors designates a Director to serve as the
Corporation’s Chief Executive Officer (or in a similar capacity) as permitted in the preceding
sentence, the Board of Directors may prospectively provide for that Director to receive additional
compensation and exceed the $120,000 (U.S.) limit otherwise applicable under this
Section 7.15.1. Any such proposed designation or increase in the Director’s total authorized
compensation must be approved at a meeting noticed pursuant to Section 7.5, and any decision to
so designate or increase compensation must be promptly disclosed to the Corporation’s
Members.

7.15.2 Adjustment of Compensation. The dollar amounts specified in
Section 7.15.1, shall be adjusted prospectively for inflation by the Board of Directors every five
(5) years not counting the year these Bylaws become effective based upon the appropriate federal
index. This adjustment shall occur without an amendment of these Bylaws.

7.15.3 Reimbursement of Expenses. Directors shall also be entitled to receive
reimbursement for reasonable and necessary travel and other actual expenses incurred in
performing duties of their offices and in attending meetings of the Board of Directors and
meetings of committees of the Board of Directors or advisory committees.

7.15.4 Prohibition Against a Director Being an Officer, Employee, or Consultant.
While serving as a Director, a Director shall not be an officer or employee of the Corporation, or
a consultant to the Corporation_(except as permitted in Section 7.15.1 with respect to the Chief
Executive Officer for the period before the Board of Directors has made the determination
described in Section 7.1.1(v)(a)).

7.16 Special Issues List.

7.16.1 The Special Issues List. The following matters constitute the “Special

Issues List”:

0] Authorization for the Corporation to exercise backstop measures
with respect to chronic, significant, commercial congestion;
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(i) The Corporation’s-departure-from-using-the-company-rate
approach-to-pay-for“transmission-access™as-defined-in-Seetion716-3 initial proposal for

pricing long-term transmission rights (transmission rights with durations of one year or
longer) issued by the Corporation;

[See drafting note under Section 7.16.3]

(iii)  Authorization for the Corporation to issue financial transmission
rights;

(iv)  Authorization for the Corporation’s market monitor to impose
penalties or actively intervene in markets; and

(v)  Authorization for the Corporation to adopt and enforce a loss
methodology that overrides individual company loss methodologies.

The matters identified in the Special Issues List shall be subject to the provisions of
Sections 7.16.7 through 7.16.9.

7.16.2 Backstop Measures. For purposes of this Section 7.16, the term “backstop
measures” means that the Corporation

Q) contracts with a willing third party to implement the Corporation’s
preferred transmission solution to address chronic, significant, commercial congestion
that no Person has implemented;

(i) allocates resulting costs to beneficiaries through voluntary
arrangements or tariff rates; and

(iii)  identifies and assigns resulting transmission rights.

Before implementing for the first time a backstop measure with respect to chronic, significant,
commercial congestion, the Board of Directors must first submit a proposal to invoke
authorization to exercise backstop measures to a vote of the MRC in accordance with the
consultation, procedural, and timing requirements set forth in Sections 7.16.7 and 7.16.8( and
after meeting the additional requirements of Section 7.12.23. If the requirements to invoke
authorization to exercise backstop measures, as set forth Sections 7.16.7 and 7.16.8(#, have been
satisfied, the Corporation may, subject to Section 7.12.23, thereafter implement backstop
measures to address chronic, significant, commercial congestion to the extent consistent with the
scope of authorization that has been invoked by the Board of Directors. If the Board of Directors
proposes to implement backstop measures to address chronic, significant, commercial congestion
in a manner that is not within scope of authorization that has been invoked by the Board of
Directors, the Board of Directors must comply with the consultation, procedural, and timing
requirements set forth in Sections 7.16.7 and 7.16.8(} to invoke any necessary additional
authorization before proceeding (as well as meeting the additional requirements of
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Section 7.12.23). The Corporation’s ability to implement backstop measures does not override
the prohibition against owning transmission or distribution facilities as set forth in Section 3.2.

7.16.3 Departure from Company Rate Approach. When the Corporation begins

offering serviees,-new Ionq term transmission rights (transmlssmn rlqhts with duratlons of one
year or Ionqer) :

dana om-using-the-company-rate-approa h-the Board
of Dlrectors must ﬁrst—submlt a-its |n|t|al proposal

the-company-rate-approach-for pricing new long-term transmission rights to a vote of the MRC in
accordance with the consultation_and; procedural;ane-timtng requirements set forth in

Sections 7.16.7-and-7216:8(H). If the requirements to-invoke-autherization-to-departfrom-using
the-company-rate-approach submit its initial proposal for pricing new long-term transmission
rights to a vote of the MRC, as set forth Sectlons 7.16. 7end—7—16%€|-|} have been satlsfled the
Corporation may thereafter propese
implement its initial proposal for pricing new Ionq term transmission rlqhts so long as the
proposal IS consistent with the scope of authorization that has been invoked by the Board of

preeeedmg—The prOV|S|ons of Sectlon 7 16 shaII not apply to rates or rate structures for grld
management or other services offered by the Corporation that are purchased separately from or
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in addition to-transmisston-aceess new long-term transmission rights. In addition, the provisions
of Section 7.16 shall not apply to any costs allocated by the Corporation as a result of exercising
any “backstop authority” even if such costs would be incorporated into-a-cempany-+ate pricing
for new long-term transmission rights.

[Drafting note: The bylaws work group proposes the language above, together with
corresponding revisions to Sections 3.2 and 7.16.1, as an approach that the bylaws work group
hopes will be both workable for Grid West’s Board and in the spirit of the protections intended
by the Special Issues List. The greatest challenge that the bylaws work group has faced in this
area is uncertainty concerning how Grid West will approach initial pricing for new long-term
transmission rights. The bylaws work group does not want to repeat earlier mistakes by
guessing at what might be implemented and then later discovering that the language, however
well intended, forecloses solutions that are beneficial to and supported by the region. The logic
behind the provisions as proposed in Section 7.16.3 above, together with Sections 3.2 and 7.16.1,
is as follows:

o__One of the most important reasons for including “departure from company rate
approach’ in the original Special Issues List was that people were worried about cost-
shifts that might occur if Grid West were to change the pricing applicable to pre-existing
transmission agreements, particularly if the change moved toward ““postage stamp”’
rates.

o __Although there has been considerable work to date on possible pricing approaches for
Grid West, the bylaws work group believes there is no clear consensus about how Grid
West may initially price new long-term transmission rights.

o__This makes it extremely difficult to draft language about what is ““in bounds’ and what is
“out of bounds’” with respect to an initial approach to pricing long-term transmission
rights without creating great risk of inadvertently impeding good proposals. Even less
feasible is trying to define what is an impermissible change from an unknown starting

point.

o The bylaws work group’s proposed solution is to:

« prohibit Grid West from unilaterally imposing changes to the rate design of pre-
existing long-term transmission rights — see Section 3.2.2 — (this would not
interfere with transmission owners’ ability to follow applicable reqgulatory
processes to modify the rates that apply to pre-existing long-term transmission
rights); the limitation in Section 3.2.2 could not be removed without amending the
bylaws, which would require Member approval;

» require the Board of Directors to follow the Special Issues List process for its
initial proposal for pricing new long-term transmission rights; and

« rely on the general procedural and consultation provisions, as well as the
Member powers under Section 7.17, to allow Members to address possible future
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changes to Grid West’s initial approach for pricing new long-term transmission
rights.

o After Grid West implements its initial approach to pricing new long-term transmission
rights, any changes to the initial proposal would be subject to the following protections:

o The Grid West Tariff Committee (formed under Section 8.2.1(i)) will be part of
ANY changes to Grid West’s tariff (and changing the pricing would require a
change in the tariff);

« All tariff changes also have to go through the Board Advisory Committee and
Governmental Committee consultation process, as required by Section 8.5.3;

« Any Member has the right to attend and be heard at any Board meeting (Section

« Members can use Section 7.17 to trigger the requirement for a Supermajority
Board Vote (and 30-day implementation delay) for any proposed change in
pricing if the members feel it is a major change in policy or scope; and

o All Grid West rate filings also will have to go through the usual requlatory
processes, in which all parties with standing can intervene as they see fit.

o__This will enable Members to decide when they feel a proposed change to Grid West’s
approach to pricing new long-term transmission rights is significant enough to warrant a
Supermajority Board Vote and implementation delay (on top of the general procedural
and consultations requirements that are required for all tariff changes).]

7.16.4 Authorization to Issue Financial Transmission Rights. For purposes of
this Section 7.16, the Corporation’s action to “issue financial transmission rights” means that the
Corporation either

0] substitutes physical transmission rights (either historical contract
path or physical injection-withdrawal rights) on a transmission owner’s system with
transmission service that separately charges for, and provides financial rights to hedge
against, locationally derived costs of congestion clearing; or

(i) provides transmission service in response to requests for new
transmission service through offering transmission service that separately charges for,
and offers financial rights to hedge against, locationally derived costs of congestion.

Before acting for the first time to “to issue financial transmission rights” within the
meaning of this Section 7.16.4, the Board of Directors must first submit a proposal to invoke
authorization to do so to a vote of the MRC in accordance with the consultation and procedural
requirements set forth in Sections 7.16.7 and 7.16.9. If the requirements to invoke the necessary
authority, as set forth in Sections 7.16.7 and 7.16.9, have been satisfied, the Corporation may
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thereafter issue financial transmission rights to the extent consistent with the scope of
authorization that has been invoked by the Board of Directors. If the Board of Directors
proposes to issue financial transmission rights in a manner that is not within the scope of
authorization that has been invoked by the Board of Directors, the Board of Directors must
comply with the consultation and procedural requirements set forth in Sections 7.16.7 and 7.16.9
to invoke any necessary additional authorization before proceeding. This requirement to invoke
authorization to issue financial transmission rights shall not preclude the Board of Directors from
authorizing testing (limited in time, scope, and financial risk assumed by the Corporation, and in
which participation is voluntary) as it deems appropriate to help facilitate its determination of
whether issuing financial transmission rights is feasible and prudent. In addition, the
Corporation’s implementation of a congestion management approach that relies on a market-
based system to relieve congestion (such as through voluntary redispatch bids), in conjunction
with historic contract path or physical injection-withdrawal rights, shall not be subject to the
requirements of Section 7.16.

7.16.5 Authorization of Certain Market Monitor Actions. Before the market
monitor for the Corporation may be authorized to impose penalties or actively intervene in
markets, the Board of Directors must first submit a proposal to invoke authority to so authorize
the market monitor to a vote of the MRC in accordance with the consultation and procedural
requirements set forth in Section 7.16.7. If the requirements to invoke the necessary authority, as
set forth Section 7.16.7, have been satisfied, the Corporation may thereafter authorize the market
monitor for the Corporation to impose penalties or actively intervene in markets to the extent
consistent with the scope of authority that has been invoked by the Board of Directors. If the
Board of Directors proposes to authorize the market monitor for the Corporation to impose
penalties or actively intervene in markets in a manner that is not within the scope of
authorization that has been invoked by the Board of Directors, the Board of Directors must
comply with the consultation and procedural requirements set forth in Section 7.16.7 to invoke
any necessary additional authorization before proceeding.

7.16.6 Authorization to Implement Certain Loss Methodologies. Before the
Corporation may adopt and enforce a loss methodology that overrides individual company loss
methodologies, the Board of Directors must first submit a proposal to invoke authorization to do
so to a vote of the MRC in accordance with the consultation and procedural requirements set
forth in Section 7.16.7. If the requirements to invoke the necessary authorization, as set forth
Section 7.16.7, have been satisfied, the Corporation may thereafter adopt and enforce a loss
methodology that overrides individual company loss methodologies to the extent consistent with
the scope of authorization that has been invoked by the Board of Directors. If the Board of
Directors proposes to adopt and enforce a loss methodology that overrides individual company
loss methodologies in a manner that is not within the scope of authorization that has been
invoked by the Board of Directors, the Board of Directors must comply with the consultation and
procedural requirements set forth in Section 7.16.7 to invoke any necessary additional
authorization before proceeding.

7.16.7 Procedural Requirements Applicable to Special Issues List. An action by
the Corporation to invoke an authorization or take an action identified on the Special Issues List
is subject to the procedural requirements set forth in Sections 7.16.7(i) through 7.16.7(vii).

GRID WEST BYLAWS 73



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

{Section 7.16.7 continued . . .}

Q) Preliminary Consultations Related to Proposal Development. In
the course of developing a proposal to invoke an authorization or take an action identified
on the Special Issues List, the Board of Directors may seek preliminary input from the
general public, as well as Members, the MRC, and the Governmental Committee.

(i) Mandatory Consultation Process. If the Board of Directors intends
to vote on adopting a proposal to invoke an authorization or take an action identified on
the Special Issues List, the Board of Directors shall provide notice of its proposal
according to its then effective policies for providing notice to the general public, as well
as to Members, the MRC, and the Governmental Committee. The notice of proposal
must include a specific identification of the scope of authorization the Board of Directors
proposes to invoke or the action the Board of Directors proposes to take. After providing
notice, the Board of Directors shall complete formal consultation processes concerning
the proposal (which may be separate or combined) with the MRC and with the
Governmental Committee. The Board of Directors shall provide not less than forty-five
(45) days to complete its formal consultation processes before voting to adopt a proposal
to invoke an authorization or take an action identified on the Special Issues List. This
formal consultation period may overlap with any period of notice required in connection
with the Board of Directors vote under Section 7.16.7(iii).

(iii)  Board of Directors Vote to Adopt a Proposal. Within fourteen (14)
days after completing the mandatory consultation process set forth in Section 7.16.7(ii),
the Board of Directors (in compliance with all applicable provisions of these Bylaws
concerning notice of and the manner of conducting meetings of the Board of Directors)
shall vote on whether to adopt a proposal to invoke an authorization or take an action
identified on the Special Issues List. The Board of Directors may, before voting, make
changes to its proposal as noticed for the mandatory consultation process under
Section 7.16.7(ii) to reflect input received during mandatory consultations; provided,
however, that any action by the Board of Directors to adopt a proposal to invoke an
authorization or take an action identified on the Special Issues List must include a
specific identification of the scope of authorization the Board of Directors proposes to
invoke or the action the Board of Directors proposes to take. As provided in
Section 7.9.1, the affirmative vote of a majority of Directors then in office shall be

suff|C|ent to adopt the proposal —H%he%ear&e#%adeptsth&pmpesat—ﬁ—sh&”
eenaderaﬂeneﬁh&prew&enseeﬁeﬁ#m%eeﬂen—?—ﬁ—% If the Board of Dlrectors votes

to adopt the proposal, the Board of Directors shall comply with the additional
requirements set forth in Sections 7.16.7(iv) through 7.16.7(vii).

GRID WEST BYLAWS 74



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

{Section 7.16.7 continued . . .}

(iv)  Submission of Proposal to Members Representative Committee
Vote. Subject to all applicable provisions of these Bylaws concerning notice of and the
manner of conducting meetings of the MRC, the Board of Directors shall, within fourteen
(14) days after any vote to adopt a proposal under Section 7.16.7(iii), submit to the MRC
the proposal as adopted by the Board of Directors. With respect to a proposal to take an
action or invoke an authorization specified in Section 7.16.1(i), (ii), or (iii), the Board of
Directors shall also comply with the provisions of Sections 7.16.8 and 7.16.9.

(v) Members Representative Committee Vote. Promptly after
receiving a proposal from the Board of Directors under Section 7.16.7(iv), the MRC shall
issue (or caused to be issued) notice of a meeting of the MRC to vote on the proposal.
Promptly following the completion of any notice period required by these Bylaws, the
MRC shall vote to indicate whether it supports a proposal submitted to it by the Board of
Directors in accordance with Section 7.16.7(iv).

@) If at least sixteen (16) members of the MRC vote to support
a proposal submitted to it by the Board of Directors in accordance with
Section 7.16.7(iv), the Board of Directors may, after the MRC has voted,
implement the proposal without any further vote of the Board of Directors.

(b) If fewer than sixteen (16) members of the MRC vote to
support a proposal submitted to it by the Board of Directors in accordance with
Section 7.16.7(iv), the matter will be deemed “remanded” to the Board of
Directors due to insufficient MRC support and final adoption of the proposal shall
require a vote of the Board of Directors in accordance with Section 7.16.7(vi).

(vi)  Final Board of Directors Vote. If the MRC votes to remand a
proposal submitted to it by the Board of Directors in accordance with Section 7.16.7(iv),
the Board of Directors may, following the MRC vote required under Section 7.16.7(v)
(and in compliance with all applicable provisions of these Bylaws concerning notice of
and the manner of conducting meetings of the Board of Directors) take final action to

adopt the proposal only by-an-affirmative-vote-of-net-fewer-than-seven{#)-of the
Directorsthenin-office a Supermajority Board Vote.

(vii)  Implementation Following Final Board of Directors VVote. Except
in the case of emergency as declared by the Board of Directors, if the Board of Directors
has taken final action to adopt a proposal after that proposal has been remanded to the
Board of Directors by an MRC vote under Section 7.16.7(v)(b), the Board of Directors
may not implement the proposal until at least thirty (30) days following the final Board of
Directors vote.

7.16.8 Timing Requirements Applicable to-Speciallssues List Proposals
Backstop Authorlzatlon —mﬂaddmen%%preeedwakpeqmpem%%%eﬁeﬁ#m%eemn%é—l
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{§———The Board of Directors may not seek to invoke the backstop
authorization with respect to chronic, significant, commercial congestion specified in
Section 7.16.1(i) until the Board of Directors is satisfied that it has sufficient knowledge
regarding where the transmission system is congested, what the congestion is costing
users, and the potential alternatives available to address the congestion. The Board of
Directors may invoke this authorization before a full financial rights-based congestion
management system is in place.

[See drafting note under Section 7.16.3]

7.16.9 Study Required Before Proposal to Issue Financial Rights. Before
initiating a proposal to invoke the authorization specified in Section 7.16.1(iii), the Board of
Directors shall cause the Corporation to perform (or contract with an appropriately qualified
third party to perform) a study of the net benefits (in-accerdance-with-Seetion7-12.2(ii)-of these
Bylaws)-of issuing financial transmission rights. The study must include a review of other
systems or markets in the United States or Canada that have implemented financial transmission
rights similar to those the Board of Directors proposes for the Corporation to issue and any other
implemented financial transmission rights the Board of Directors deems relevant to its inquiry.
The Board of Directors must also make the study publicly available promptly after its
completion.

7.17 Member Ability to Elevate Board of Directors Approval VVote on Policy or Scope
Changes Considered Major. Subject to the exclusions set forth in Section 7.17.5, if the Board of
Directors proposes in a notice of or agenda for a Board of Directors meeting to take action that
Members consider to be a major change in the scope of the Corporation’s activities or the
policies governing the Corporation’s activities, or the Board of Directors takes action (at a
meeting or by written-consent) that the Members consider to be a major change in the scope of
the Corporation’s activities or the policies governing the Corporation’s activities (and the action
was not included in a Board of Directors meeting notice or agenda), the Members may indicate
their concern with respect to the action and trigger a requirement that-at-least seven{7)-Birectors
must-vote-for a Supermajority Board Vote to authorize the action as provided in Sections 7.17.1
through 7.17.4.

7.17.1 Member Action to Express Concern. If, during the interval provided in
Section 7.9.21, the Members wish to indicate their concern with respect to a proposed matter that
Members consider to be a major change in the scope of the Corporation’s activities or the
policies governing the Corporation’s activities, they may do so by
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Q) convening a special meeting of Members within thirty (30) days
after

@) the Corporation has published notice of or an agenda for
the applicable meeting of the Board of Directors or proposed witten-consent (if
the notice or agenda included the proposal for the Board of Directors to act on a
matter that Members consider to be a major change in the scope of the
Corporation’s activities or the policies governing the Corporation’s activities),

(b) the Board of Directors has taken action on a matter that
Members consider to be a major change in the scope of the Corporation’s
activities or the policies governing the Corporation’s activities (and the action was
not included in the Board meeting notice or agenda), or

(©) the Board of Directors takes action by witten-consent
without prior notice, whichever is earliest; or

(i) conducting a vote as provided in Section 7.17.2 at a biannual or
other regular meeting of Members if the biannual or other regular meeting of Members
occurs within thirty (30) days after

@ the Corporation has published notice of or an agenda for
the applicable meeting of the Board of Directors or proposed witten-consent (if
the notice or agenda included the proposal for the Board of Directors to act on a
matter that Members consider to be a major change in the scope of the
Corporation’s activities or the policies governing the Corporation’s activities),

(b) the Board of Directors has taken action on a matter that
Members consider to be a major change in the scope of the Corporation’s
activities or the policies governing the Corporation’s activities (and the action was
not included in the Board of Directors meeting notice or agenda), or

(©) the Board of Directors takes action by witten-consent
without prior notice, whichever is earliest.

7.17.2 Trigger for Elevated Board of Directors Approval Vote. If at a special
meeting of Members convened in accordance with Section 7.17.1(i) or a biannual or other
regular meeting of Members as provided in Section 7.17.1(ii), not less than eighteen-{18}-twenty
(20) votes’ worth of voting power held by the Members vote to indicate that an action proposed
or approved by the Board of Directors constitutes a major change in the scope of the
Corporation’s act|V|t|es or the policies governlng the Corporatlon s activities and should not be
implemented ¢
without a Superma|or|tv Board Vote, then unless the matter is covered by an exclu3|on set forth
in Section 7.17.5, the requirements of Sections 7.17.3 and 7.17.4 shall apply.
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7.17.3 Elevated Board of Directors Approval Vote. If the requirements for a
Member vote to trigger an elevated Board of Directors approval vote as set forth in
Section 7.17.2 have been satisfied with respect to a matter, the Board of Directors may not

approve or authorize any proposed action with respect to that matter-unless-at-least-seven{#)
Directors-then-in-office-vote-to-approve-orauthorize-the-action except by a Supermajority Board

Vote. In addition, if a Member vote pursuant to Section 7.17.2 that triggers an elevated Board of
Directors approval occurs after the Board of Directors has taken action with respect to the matter,
the Board of Directors must meet again to vote on final authorization or approval of the

applicable action (even if seven{7)-er-more-Directors-veted-initiaty- the initial vote to authorize

or approve the action was a Supermajority Board Vote).

7.17.4 Implementation Timing. Except in the case of emergency as declared by
the Board of Directors, if the Board of Directors has taken final action on a matter for which the
Members have triggered an elevated Board of Directors approval vote in accordance with
Section 7.17.2, the Board of Directors may not implement the major change in scope or policy
until at least thirty (30) days following the final Board of Directors vote.

7.17.5 Exclusions. The following shall not be subject to the provisions of
Sections 7.17.1 through 7.17.4:

Q) matters subject to the “Special Issues List” provisions of
Section 7.16;

(i) the development, modification, or authorization of current or
proposed budgets for the Corporation;

(ili)  any Board of Directors action to authorize, initiate, or conduct
studies or analyses related to the Corporation’s activities or services (or potential changes
to the Corporation’s services or activities);

(iv)  the Corporation’s merger or dissolution or the sale, exchange, or
other disposition of any of the Corporation’s assets;

(v) amendment of these Bylaws; and
(vi)  personnel matters, litigation, real estate transactions, and other
similar matters that the Board of Directors is authorized to address in executive session.
ARTICLE VIII
COMMITTEES OF THE BOARD OF DIRECTORS
8.1  Committees of Directors. In addition to the committees described in Sections 8.3,

8.4, 8.6, and 8.7, the Board of Directors may, by resolution adopted by a majority of the
Directors then in office, designate one (1) or more committees, each consisting of two (2) or
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more Directors, to serve at the pleasure of the Board of Directors. Appointments to such
committees may be made at any meeting of the Board of Directors by a majority vote of the
Directors then in office. Each committee shall have such authority of the Board of Directors as
is delegated by resolution of the Board of Directors, except that no committee, regardless of the
Board of Directors resolution, may

Q) elect, appoint, or remove any member of such committee, any Director, or
any officer of the Corporation;

(i) appoint any other committees of the Board of Directors or the members of
any such committees;

(iii)  fix compensation of Directors for serving on the Board of Directors or any
committee;

(iv)  amend, alter, or repeal these Bylaws, or adopt new bylaws, or amend the
Articles of Incorporation;

(v) amend, alter, or repeal any resolution of the Board of Directors;
(vi)  adopt a plan of merger or consolidation;

(vii) authorize or cause the Corporation to enter into any binding contract or
other legal obligation or incur any liability;

(viii) authorize the sale, lease, exchange, mortgage, or pledge of all or
substantially all of the property or the assets of the Corporation;

(ix)  authorize the voluntary dissolution of the Corporation or revoke
proceedings therefore, or adopt a plan for the distribution of the assets of the Corporation
on dissolution; or

(x) take any final action with respect to the Special Issues List set forth in
Section 7.16.

8.2  Advisory Committees. The Board of Directors may, by resolution adopted by a
majority of the Directors then in office, appoint advisory committees to serve at the pleasure of
the Board of Directors (in addition to those advisory committees identified in these Bylaws).
Advisory committee membership may consist of both Directors and non-Directors or non-
Directors only. Advisory committees have no authority to act for the Corporation but shall
report their findings and recommendations to the Board of Directors.

8.2.1 Initial Required Member Advisory Committees. Promptly after the
adoption of these Bylaws, the Board of Directors shall form the advisory committees specified in
Sections 8.2.1(i) through 8.2.1(iii). The Board of Directors shall maintain the advisory
committees specified in Sections 8.2.1(i) through 8.2.1(iii) for not less than four (4) years
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following adoption of these Bylaws, but may thereafter modify or disband these advisory
committees; provided, however, that before disbanding any committee specified in

Sections 8.2.1(i) through 8.2.1(iii), the Board of Directors should consider how disbanding the
committee would affect Member participation in the formulation of policies, protocols, tariff
provisions and any other rules or guidance pertinent to the subject area of a committee. Nothing
in this Section 8.2.1 shall limit the power of the Board of Directors to form, modify, or disband
advisory committees other than those specified in Sections 8.2.1(i) through 8.2.1(iii).

Q) Tariff Committee. As provided in Section 8.2.1, the Corporation
shall have a Tariff Committee to advise the Board of Directors on the Corporation’s
tariff(s). The Tariff Committee shall consist of up to fifteen (15) representatives of
Members appointed by the Board of Directors. Directors may, but are not required to,
serve on the Tariff Committee. The Board of Directors shall endeavor to select
representatives from each of the Member Classes to serve on the Tariff Committee, and
shall endeavor to select individuals who collectively possess an appropriate spectrum of
expertise with respect to defining the terms and conditions for electric transmission
services and participation in related markets.

(i)  Operations Committee. As provided in Section 8.2.1, the
Corporation shall have an Operations Committee to advise the Board of Directors on
electric transmission system and market operations. The Operations Committee shall
consist of up to fifteen (15) representatives of Members appointed by the Board of
Directors. Directors may, but are not required to, serve on the Operations Committee.
The Board of Directors shall endeavor to select representatives from each of the Member
Classes to serve on the Operations Committee, and shall endeavor to select individuals
who collectively possess an appropriate spectrum of expertise with respect to electric
transmission and market operations.

(ili)  Planning Committee. As provided in Section 8.2.1, the
Corporation shall have a Planning Committee to advise the Board of Directors on
transmission-planning matters. The Planning Committee shall consist of up to fifteen
(15) representatives of Members appointed by the Board of Directors. Directors may, but
are not required to serve on the Planning Committee. The Board of Directors shall
endeavor to select representatives from each of the Member Classes to serve on the
Planning Committee, and shall endeavor to select individuals who collectively possess an
appropriate spectrum of expertise with respect to electric transmission planning.

8.2.2 Consideration of Member-Submitted Candidates. In appointing
representatives of Members to the advisory committees specified in Sections 8.2.1(i) through
8.2.1(iii), the Board of Directors shall consider candidates whose names have been submitted by
Members in accordance with Section 5.9.3.
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8.3 Audit Committee.

8.3.1 Directors on the Audit Committee. There shall be an Audit Committee of
the Board of Directors consisting of three (3) or more Directors appointed by the Board of
Directors.

8.3.2 Role of Audit Committee. The Audit Committee shall have no powers of
the Board of Directors but shall serve in an advisory capacity by reviewing

Q) the Corporation’s annual independent financial audit and preparing
a report for the Board of Directors;

(i) the Corporation’s program for compliance with laws and
regulations; and

(iii)  the financial controls in the business practices of the Corporation.

In addition, the Audit Committee shall monitor compliance with the Corporation’s
conduct rules for Directors and employees to ensure the Corporation’s independence and
freedom from conflicts of interests, and shall make regular reports to the Board of Directors
regarding such compliance.

The Audit Committee shall make recommendations from time to time to the Board of
Directors as to the implementation of procedures to ensure continued compliance with the
conduct rules.

8.4 Budget Committee.

8.4.1 Participation on the Budget Committee; Quorum. Beginning within 30
days following the date on which the Board of Directors makes the determination described in
Section 7.1.1(v)(a), Fthere shall be a Budget Committee consisting of between three (3) and five
(5) representatives of Members appointed by the Board of Directors and at least two (2) but no
more than three (3) Directors. The Board of Directors has discretion to decide whom to appoint
after considering nominations from Members, provided that the Board_of Directors will endeavor
to constitute a committee that has one (1) (and no more than one (1)) qualified representative
from each of the Member Classes. Each of the Budget Committee’s members from the
membership shall represent a different Member Class and shall, to the extent practicable, be
current or former executives responsible for an organization’s overall budget preparation or
implementation. A quorum for any meeting of the Budget Committee shall be three (3)
committee members. Attendance at a meeting of at least a quorum is necessary for Budget
Committee action, and decisions shall be made by majority vote.

8.4.2 Purpose of the Budget Committee. The Budget Committee, with support
from the Corporation’s staff and after providing opportunities for the Board Advisory Committee
to submit recommendations, shall
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Q) prepare an annual budget of expenditures and capital
commitments, including estimated timing and expected sources of funding for those
expenditures;

(i) prepare an annual forecast budget of expenditures and capital
commitments consistent with the business plan or most recent strategic plan, both
referenced in Section 7.12.45, including estimated timing and expected sources of
funding for those expenditures, for the two- (2-) year period following the period covered
by the budget in subsection (i);

(iii)  prepare an annual narrative forecast of capital needs for the two-
year period following the period covered by the budget in subsection (ii), including
estimated timing and possible sources of funding for those expenditures;

(iv) initiate or review and make recommendations regarding
subsequent proposals for modification of the adopted budget; and

(v) perform such other functions as the Board of Directors may
delegate or direct.

8.4.3 Information Guidelines. The Corporation shall provide the Budget
Committee members with access to any information the Budget Committee determines is
appropriate or necessary to carry out its duties. Prior to commencing its work, the Budget
Committee shall, in conjunction with the Corporation’s counsel, establish guidelines for
identification and treatment of confidential information.

8.4.4 Budget Committee Recommendations. The Budget Committee shall
submit its recommended budget and forecasts to the Board of Directors by a date established by
the Board of Directors. The Board of Directors shall identify any material changes it makes to
the recommendations of the Budget Committee when it submits its proposed annual budget, or
any proposal for modification of the adopted budget or forecasts, to the Board Advisory
Committee pursuant to Section 8.5.3.

8.5 Board Advisory Committee.

8.5.1 Participation on the Board Advisory Committee. The Corporation shall
have a Board Advisory Committee to provide advice to the Board of Directors on Board of
Director decisions and other matters of significance to the Corporation. Membership on the
Board Advisory Committee shall be open to any Member and its Affiliates. A Member and its
Affiliates may participate on the Board Advisory Committee upon the Member providing the
Secretary of the Corporation written notice of the name, address, telephone number, facsimile
number, and electronic mail address of its representatives. A Member may appoint no more than
three (3) representatives and three (3) alternates, who represent the interests of the Member or its
Affiliates. A Member may at any time, effective upon notice to the Secretary of the Corporation,
replace the individuals who are authorized to participate on the Board Advisory Committee.
Each Member warrants to the Corporation and to the other Members that the individuals
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appointed to the Board Advisory Committee have the authority to participate in the Board
Advisory Committee on behalf of the Member or Affiliate, and are authorized to participate in
debate and consider input from others before taking a position. The Corporation shall maintain
at all times a current list of the name, address, affiliation, and interest of each individual
appointed to the Board Advisory Committee. The list shall be posted on Grid West’s Website
and updated periodically.

8.5.2 Purpose of the Board Advisory Committee. The Board Advisory
Committee shall advise the Board of Directors on additions and revisions to the Corporation’s
rules and protocols, tariffs, reliability and operating standards, other technical matters, and other
matters of concern to members of the Board Advisory Committee. The Board Advisory
Committee may advise the Board of Directors concerning any other issues relating to the
Corporation, and may consider issues referred for the Board Advisory Committee’s
consideration from any source, including the Board of Directors, any member of the Board
Advisory Committee, any Member, or any officer or employee of the Corporation. The Board of
Directors shall be required to consider any advice of the Board Advisory Committee that is
timely provided to the Board of Directors along with any other advice properly presented to the
Board of Directors without limiting the discretion or authority of the Board of Directors to
consider and take action on any matter in accordance with the provisions of these Bylaws, the
Articles of Incorporation, and applicable law.

8.5.3 Matters Requiring Advice to the Board of Directors. Except in the case of
emergency as declared by the Board of Directors, the Board of Directors shall submit any
proposed action concerning the matters enumerated below to the Budget Committee (if
applicable) or an appropriate advisory committee under Section 8.2 if there is an advisory
committee to address the relevant subject matter. After receiving any committee
recommendations, the Board of Directors shall provide an opportunity to the Board Advisory
Committee and Governmental Committee to advise the Board of Directors concerning the
following matters prior to any final action thereon by the Board of Directors:

Q) any proposed amendment or modification to the Grid West Tariff
(including any proposed amendment or modification to the Corporation’s rates or revenue
requirements);

(i) any proposed amendment or modification to the forms of the
Transmission Agreements;

(iii)  Grid West transmission system planning matters;

(iv)  the annual budget of the Corporation (including potential budget
reductions and financial controls when a proposed budget materially exceeds the expenses
for the prior audited fiscal year) and any subsequent modification to the annual budget;
and

(v) any proposed measures to implement market power or price
mitigation.
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Such opportunity shall be afforded through notice to the Board Advisory Committee and
Governmental Committee of any such proposed action not less than thirty (30) days prior to any
final action thereon by the Board of Directors; provided, however, that the Board of Directors
shall endeavor to provide the annual budget and any subsequent modification to the Board
Advisory Committee and Governmental Committee at least ninety (90) days prior to any final
action thereon by the Board of Directors. Notice of all matters on which the Board Advisory
Committee and Governmental Committee shall have the opportunity to advise the Board of
Directors prior to this Section 8.5.3 shall be posted on the Grid West Website and sent, not less
than thirty (30) days before any final action, to each member of the public who has requested
notice of Member meetings, for the purpose of allowing public comment and advice by the
Board Advisory Committee and Governmental Committee. All public comments shall be made
available to the Board Advisory Committee and Governmental Committee by the Secretary of
the Corporation.

8.5.4 Procedures for Proposing and Commenting on Issues. The Board
Advisory Committee shall develop procedures to ensure that each Board Advisory Committee
member has an adequate opportunity to propose issues for, and comment on issues under,
consideration by the Board Advisory Committee.

8.5.5 Position Papers. The members of the Board Advisory Committee shall not
vote on any issue. Any one (1) or more members of the Board Advisory Committee who wish to
provide advice to the Board of Directors may do so in the form of a position paper. Any such
position paper shall be accompanied by the name of each Board Advisory Committee member
who supports the advice provided in such paper.

8.5.6 Chairperson and Vice Chairperson of the Board Advisory Committee.
The Board Advisory Committee shall select a chairperson and a vice chairperson who will
convene and conduct the meetings of the Board Advisory Committee. The Board of Directors
shall be required to meet with the chairperson of the Board Advisory Committee not fewer than
four (4) times each fiscal year, advance notice of which shall be provided to other members of
the Board Advisory Committee to afford them an opportunity to attend.

8.5.7 Procedures for Conducting Business of the Board Advisory Committee.
The Board Advisory Committee shall develop procedures to ensure that the business of the
Board Advisory Committee is conducted in an effective, organized, and timely manner.
Members of the Board Advisory Committee shall have authority to refer matters to the staff of
the Corporation for study and investigation (subject to the imposition by the Board of Directors
and the President of the Corporation of reasonable controls on the use of staff time and
resources).

8.5.8 Formation of Ad Hoc or Standing Work Groups. The Board Advisory
Committee may form one (1) or more ad hoc or standing work groups to assist in accomplishing
its functions. Such work groups shall be open to membership and participation by any interested
Member. Board Advisory Committee members may also form groups of participants sharing
common views to develop position papers.
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8.5.9 Members Ability to Be Heard on Matters Before the Board of Directors.
Notwithstanding any provision of this Section 8.5, the existence of the Board Advisory
Committee, and any action or failure to act by the Board Advisory Committee or any member
thereof, shall not prevent any Member from appearing before, or being heard on any matter
before, the Board of Directors.

8.6 Governmental Committee.

8.6.1 Participation on the Governmental Committee. There shall be a
Governmental Committee consisting of representatives of the Corporation, interested members
of the State or Provincial Energy Authority Member Sub-Class and Tribes Member Sub-Class,
and representatives of electricity regulatory commissions of Participating Jurisdictions that are
not Members of the Corporation. Membership in the Corporation is not required for
Participating Jurisdictions to participate on the Governmental Committee.

8.6.2 Purpose of the Governmental Committee. The purpose of the
Governmental Committee is to provide consultation and such other activities as the Board of
Directors and representatives of Participating Jurisdictions may agree are appropriate regarding
the fulfillment of the Corporation’s purposes. The structure, organization, and administration of
the Governmental Committee shall be defined by the participants on the Governmental
Committee.

8.7 Board Performance Committee.

8.7.1 Directors on the Board Performance Committee. There shall be a Board
Performance Committee of the Board of Directors consisting of three (3) or more Directors
appointed by the Board of Directors.

8.7.2 Role of the Board Performance Committee. The Board Performance
Committee shall

Q) monitor developments in sound corporate governance practice;

(i) assist the Board of Directors in annually assessing the Board of
Directors’ performance;

(iii)  make recommendations for improvements to the Board of
Directors’ performance;

(iv)  provide annual reports to the Board of Directors concerning the
performance of the Corporation’s officers; and

(v) perform such other functions as the Board of Directors may
delegate or direct.

GRID WEST BYLAWS 85



Redline With Additional Changes Following December 6 Grid West Forum
Draft Dated December 19, 2005

8.8  Meetings. Regular and special meetings of committees of the Board of Directors
and any advisory committees shall be governed by, and the procedures relating to such meetings
and actions taken by such committees at such meetings or by written-consent shall be carried out
in accordance with, the provisions of Sections 7.4 through 7.9 concerning meetings of the Board
of Directors. For the purposes of the application of Article VI to the meetings of committees of
the Board of Directors or advisory committees, references in Article VII to the Board of
Directors shall be read as references to the applicable committee of the Board of Directors or to
the applicable advisory committee. Minutes of each meeting of any committee (with the
exception of closed sessions held pursuant to Section 7.6) shall be kept and filed with the
corporate records. The Board of Directors may adopt rules for the governance of any committee
not inconsistent with the provisions of these Bylaws.

ARTICLE IX
OFFICERS AND STAFF

9.1  Officers. The officers of the Corporation shall be a President, one (1) or more
Vice Presidents, a Secretary, a Treasurer-and-such-otherofficers-as-the Board-of Directors-may
appeit. The same person may hold two (2) or more offices; provided, however, that the same
person may not hold the offices of President and Secretary; and, provided, further, that the same
person may not hold the offices of President and Treasurer.

9.2 Appointment.
d&nﬂg—the%me—the-BeaFd—ef—&weteF&aFe—m—emee—Offlcers may be appomted at any meetlng

of the Board of Directors, and the terms of service of the officers so appointed shall be as
specified by the Board of Directors.

9.3 Removal. Subject to the rights, if any, of the officer under any contract of
employment, the Board of Directors may remove any officer of the Corporation whenever, in the
Board of Directors’ judgment, removal will serve the best interests of the Corporation.

9.4 Resignation. Any officer may resign at any time by giving written notice to the
Secretary of the Corporation. Any resignation shall take effect on the date of the receipt of that
notice, or at any later time specified by that notice and, unless otherwise specified in that notice,
the acceptance of the resignation shall not be necessary to make it effective. Any resignation is
without prejudice to the rights, if any, of the Corporation under any contract of employment with
the officer.

9.5 President. The President shall be responsible for conducting the affairs of the
Corporation in a manner consistent with the policies and directives of the Board of Directors. He
or she shall have such additional powers and duties as may be prescribed by the Board of
Directors.

9.6 Vice President. During the absence or disability of the President, the Vice

President (or if there is more than one (1) Vice President, the Vice Presidents in the order
designated by the Board of Directors) shall exercise all functions of the President, except as
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limited by resolution of the Board of Directors. Each Vice President shall have such powers and
discharge such duties as may be assigned from time to time to such Vice President by the
President or by the Board of Directors.

9.7 Secretary. The Secretary of the Corporation shall serve notice of and act as
Secretary at all meetings of the Board of Directors, shall administer the meetings of Members as
provided in Articles V and VI, shall record the proceedings of all meetings in the minute books,
and shall be responsible for conducting the affairs of the Corporation in a manner consistent with
the policies and directives of the Board of Directors. The Secretary of the Corporation shall have
such additional powers and duties as shall be prescribed by the Board of Directors.

9.8 Treasurer. The Treasurer of the Corporation shall have the care and custody of
the money, funds, and securities of the Corporation; shall account for the same; and shall have
and exercise, under the supervision of the Board of Directors, all the powers and duties
commonly incident to this office. The Treasurer shall prepare and maintain the books, accounts
and financial statements, financial records, and financial reports of the Corporation consistent
with generally accepted accounting principles.

9.9 Additional Officers. The Board of Directors may appoint one (1) or more
additional officers to perform such duties and have such powers as the Board of Directors shall
designate.

9.10 Compensation; Prohibition Against Loans.

9.10.1 Compensation Determined by the Board of Directors. Compensation of
the officers shall be determined by Board of Directors.

9.10.2 Prohibited Loans; Permitted Advances. The Corporation shall not make
any loan of money or property to or guarantee the obligation of any officer or Related Person of
an officer; provided, however, that the Corporation may advance money to an officer for
expenses reasonably anticipated to be incurred in performance of the duties of such officer so
long as the officer would be entitled to reimbursement for such expenses absent such advance.

9.11 Execution of Instruments. The President shall have the authority to execute legal
instruments on behalf of the Corporation, subject to any restrictions or limitations that the Board
of Directors may impose. The President’s authority to execute legal instruments on behalf of the
Corporation may be delegated by the President to other officers and employees of the
Corporation on a general or limited basis with the prior writter-approval of the Board of
Directors.

9.12 Staffing. Officers of the Corporation may, within such budgetary authority and
subject to such other restrictions and requirements the Board of Directors may establish from
time to time, hire or contract with such staff as is necessary to fulfill the purposes of the
Corporation.
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9.13 Employees Conduct Rules. The Board of Directors shall ensure that the officers,
employees, and substantially full-time consultants and contractors of the Corporation, and any
transmission owner or operator personnel or other individuals performing discretionary functions
for or on behalf of the Corporation, comply with the employees conduct rules. Fhese
Operational Bylaws-hcorporate-the-The employee conduct rules in-effectunderthe

-the-date-these-Bylaws-become-effective set forth in Attachment E

shall become effective as of the date the initial Board of Directors takes office. The employees
conduct rules may be amended from time to time by the Board of Directors. All contracts with
non-full-time contractors shall include appropriate conduct rules, as determined by the Board of
Directors from time to time, taking into account the nature of the work of such contractor and the
value of such contractor’s work to the Corporation. The Board of Directors may in its discretion
include in the employees conduct rules specific postemployment restrictions on former
employees, including restrictions on involvement in any matter in which the former employee
was directly involved while an employee and restrictions for a limited period on any appearances
before the Corporation in a representative capacity.

ARTICLE X
RECORDS

10.1 Records; Inspection of Records.

10.1.1 Records. The Corporation shall keep or cause to be kept at its principal
office the following documents in the form of records:

(1 the Articles of Incorporation and all amendments and restatements
thereof and a copy of all documents qualifying the Corporation to do business within a
state;

(i) the Corporation’s bylaws and all amendments thereof, duly
certified by the Secretary of the Corporation;

(iii)  arecord of Members, including the name, address, and Member
Class of each Member;

(iv)  correct and adequate reeerds-statements of accounts and finances;

(V) a record-list of officers’, and-Interim Directors, and Directors’
names and addresses; and

(vi)  minutes of all meetings of the Members and of all meetings of the
Interim Board and Board of Directors and each committee thereof (other than closed
sessions held pursuant to the applicable provisions of the Corporation’s bylaws and
Board Advisory Committee meetings except for proposals and advice to the Board of
Directors).
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10.1.2 Member Inspection of Records. The records kept pursuant to this
Section 10.1 shall be open at any reasonable time to inspection by any Member of more than
three (3) months’ standing or a representative of more than five percent (5%) of the membership.
Costs of inspecting or copying shall be borne by the Member or representative exercising the
right of inspection, except for costs to copy the Corporation’s Articles of Incorporation or
Bylaws. Any Member or representative exercising the right of inspection must have a purpose
reasonably related to membership interests. Neither Members nor Member representatives may

seII Members Ilsts obtalned by mspectlon or any other means. éueh—FeeeFdermay—be—wmten—e—r

10.1.3 Public Inspection of Records. The Board of Directors shall establish a

policy that makes the records set forth in Section 10.1.1 (except for any minutes, if any, of
meetings of a single Member Class or a single Member Sub-class) available on the Grid West
Website or in response to reasonable public requests for inspection, that requires the requestor to
pay a charge for access to inspect the Corporation’s records (including the full cost of employee
time), and that requires the requestor to pay for all copies of the Corporation’s records requested
during an inspection.

10.2  Financial Records.

10.2.1 Annual Financial Statements. As soon as reasonably practical after the
close of the fiscal year, annual financial statements of the Corporation shall be prepared in
accordance with generally accepted accounting principles and, when applicable, the requirements
of FERC. The financial statements shall contain in appropriate detail the following:

Q) the assets and liabilities, including trust funds, of the Corporation
as of the end of the fiscal year;

(i) the principal changes in assets and liabilities, including trust funds,
during the fiscal year;

(iii)  the revenue or receipts of the Corporation, both unrestricted and
restricted to particular purposes, for the fiscal year;

(iv)  the expenses or disbursements of the Corporation, for both general
and restricted purposes during the fiscal year;

(v)  any transaction or series of related transactions during the previous
fiscal year involving $10,000 (U.S.) or more to which the Corporation was a party and in
which any Directors or officers of the Corporation had or have a direct or indirect
material financial interest. The report must disclose the names of the interested persons
involved in such transaction, stating such person’s relationship to the Corporation, the
nature of such person’s interest in the transaction, and, when practical, the amount of
such interest; and
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(vi)  the amount and circumstances of any indemnification or advances
aggregating more than $10,000 (U.S.) paid during the fiscal year.

10.2.2 Accountant’s Review of Financial Statements. The Board of Directors
shall cause the financial statements of the Corporation to be reviewed by an independent
accountant on at least an annual basis, with the independent accountant’s review results to be
summarized in a formal letter to the Board of Directors. Such financial statements shall be
accompanied by a report thereon of independent accountants.

10.2.3 Reports Concerning Financial Status. The Board of Directors shall cause
the reports set forth below concerning the Corporation’s financial status to be prepared and
delivered to the Members. The Board of Directors may require that reports concerning the
Corporation’s financial status be made available to the general public subject to a requirement
that requesting parties pay the reasonable costs of providing the reports.

Q) Annual Report. As soon as reasonably practical after the close of
the Corporation’s year, a report including the financial statements and performance
results shall be furnished. The annual report shall include a report from the independent
accountants, specific descriptions of actual performance results in terms of cost
management, and other performance targets adopted by the Board of Directors.

(i) Quarterly Report. As soon as reasonably practical after the close
of each quarter, quarterly financial statements of the Corporation shall be prepared in
accordance with generally accepted accounting principles and requirements of FERC.
The quarterly financial reports will include a thorough comparison to the budget adopted
by the Board of Directors. In addition, the quarterly report will include a status report on
accomplishing the performance targets adopted by the Board of Directors.

10.3 Records Retention. The Board of Directors shall cause to be developed and
implemented a records retention program complying with all applicable legal requirements.

10.4 Technical Information. The Board of Directors shall cause the Corporation #-the
course-of performing-Hsresponsibities-wit-to develop technical information about the
functioning of the regional transmission system and related markets and shall endeavor to
provide useful, nonconfidential information to the public about the status of the system and
related markets, problems identified with system or market operations, or other information
relevant to the accomplishment of the purposes of the Corporation.
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ARTICLE XI

INDEMNIFICATION OF DIRECTORS, OFFICERS,
EMPLOYEES, AND AGENTS

11.1  Liability of Directors; Indemnification Rights of Members of the Board of
Directors and Certain Officers.

11.1.1 Limits on Liability of Directors. Directors shall be liable to the
Corporation only for the following:

Q) acts or omissions that involve intentional misconduct by the
Director;

(i) knowing violation of the law by the Director;
(iii)  conduct violating RCW 23B.08.310; and

(iv)  any transaction from which the Director personally receives a
benefit in money, property, or services to which the Director is not legally entitled.

If the Washington Business Corporation Act, as applied to nonprofit corporations, is
amended to authorize corporate action further eliminating or limiting the personal liability of
Directors, then the liability of a Director shall be deemed eliminated or limited to the fullest
extent permitted by the Washington Business Corporation Act, as so amended.

11.1.2 Indemnification of Directors. The Corporation shall indemnify the
members of the Board of Directors and any officers to the full extent permitted by applicable law
as then in effect against liability arising out of a Proceeding to which such individual was made a
party because the individual is or was a Director or officer of the Corporation. The Corporation
shall advance expenses (including attorneys’ fees) incurred by such persons who are parties to a
Proceeding in advance of final disposition of the Proceeding, as provided herein.

11.2 Indemnification of Employees and Agents. The Corporation shall have the
power, to the fullest extent and in the manner permitted by applicable law, to indemnify and
advance expenses (including attorneys’ fees) to each of its employees and agents against
expenses (including attorneys’ fees), judgments, fines, settlements, and other amounts actually
and reasonably incurred in connection with any Proceeding arising by reason of the fact that such
person is or was an employee or agent of the Corporation.
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11.3 Procedure for Seeking Indemnification or Advancement of Expenses.

11.3.1 Notification and Defense of Claim.

Q) Indemnitee shall promptly notify the Secretary of the Corporation
in writing of any Proceeding for which indemnification could be sought under this
Article XI. In addition, Indemnitee shall give the Corporation such information and
cooperation as it may reasonably require and as shall be within Indemnitee’s power.

(i) With respect to any such Proceeding as to which Indemnitee has so
notified the Secretary of the Corporation:

@) the Corporation will be entitled to participate therein at its
own expense; and

(b) except as otherwise provided below, to the extent that it
may wish, the Corporation, jointly with any other indemnifying party similarly
notified, will be entitled to assume the defense thereof, with counsel satisfactory
to Indemnitee. Indemnitee’s consent to such counsel may not be unreasonably
withheld.

(iii)  After notice from the Corporation to Indemnitee of its election to
assume the defense, the Corporation will not be liable to Indemnitee under this Article XI
for any legal or other expenses (including attorneys’ fees) subsequently incurred by
Indemnitee in connection with such defense. However, Indemnitee shall continue to
have the right to employ his or her counsel in such Proceeding, at Indemnitee’s expense,
and if

(@  the employment of counsel by Indemnitee has been
authorized by the Corporation;

(b) Indemnitee shall have reasonably concluded that there may
be a conflict of interest between the Corporation and Indemnitee in the conduct of
such defense;

(c)  the Corporation shall not in fact have employed counsel to
assume the defense of such Proceeding,

then the fees and expenses (including attorneys’ fees) of Indemnitee’s counsel shall be at
the expense of the Corporation; and

(iv)  The Corporation shall not be entitled to assume the defense of any
Proceeding brought by or on behalf of the Corporation or as to which Indemnitee shall
reasonably have made the conclusion that a conflict of interest may exist between the
Corporation and Indemnitee in the conduct of the defense.
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11.3.2 Information to Be Submitted and Method of Determination and
Authorization of Indemnification.

Q) For the purpose of pursuing rights to indemnification under this
Article XI, Indemnitee shall submit to the Board of Directors a sworn statement
requesting indemnification and reasonable evidence of all amounts for which such
indemnification is requested (together, the sworn statement and the evidence constitute
an “Indemnification Statement™).

(i) Submission of an Indemnification Statement to the Board of
Directors shall create a presumption that Indemnitee is entitled to indemnification
hereunder, and the Corporation shall, within sixty (60) days thereafter, make the
payments requested in the Indemnification Statement to or for the benefit of Indemnitee,
unless

@ within such sixty- (60-) day period it shall be determined
by the Corporation that Indemnitee is not entitled to indemnification under this
Article XI;

(b) such vote shall be based upon clear and convincing
evidence (sufficient to rebut the foregoing presumption); and

(©) Indemnitee shall receive notice in writing of such
determination, which notice shall disclose with particularity the evidence upon
which the determination is based.

(iii) At the election of the President of the Corporation, the foregoing
determination may be made by either

@ a committee chosen by written-consent of a majority of the
Directors of the Corporation, and consisting solely of two (2) or more Directors
not at the time parties to the Proceeding; or
(b) as provided by RCW 23B.08.550, as amended.
(iv)  Any determination that Indemnitee is not entitled to
indemnification, and any failure to make the payments requested in the Indemnification
Statement, shall be subject to judicial review by any court of competent jurisdiction.

11.3.3 Special Procedure Regarding Advance for Expenses.

Q) An Indemnitee seeking payment of expenses (including attorneys’
fees) in advance of a final disposition of the Proceeding must furnish the Corporation, as
part of the Indemnification Statement,
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@) a written affirmation of Indemnitee’s good-faith belief that
Indemnitee has met the standard of conduct required to be eligible for
indemnification; and

(b)  awritten undertaking, constituting an unlimited general
obligation of Indemnitee, to repay the advance if it is ultimately determined that
Indemnitee did not meet the required standard of conduct.

(i) If the Corporation determines that indemnification is authorized,
Indemnitee’s request for advance of expenses (including attorneys’ fees) shall be granted.

11.3.4 Settlement. The Corporation is not liable to indemnify Indemnitee for any
amounts paid in settlement of any Proceeding without the Corporation’s written consent. The
Corporation shall not settle any Proceeding in any manner that would impose any penalty or
limitation on Indemnitee without Indemnitee’s written consent. Neither the Corporation nor
Indemnitee may unreasonably withhold its consent to a proposed settlement.

11.4 Contract and Related Rights.

11.4.1 Contract Rights. The right of an Indemnitee to indemnification and
advancement of expenses (including attorneys’ fees) is a contract right upon which Indemnitee
shall be presumed to have relied in determining to serve or to continue to serve in his or her
capacity with the Corporation. Such right shall continue as long as Indemnitee shall be subject
to any possible Proceeding. Any amendment to or repeal of this Article X1 shall not adversely
affect any right or protection of an Indemnitee with respect to any acts or omissions of such
Indemnitee occurring prior to such amendment or repeal.

11.4.2 Optional Insurance, Contracts, and Funding. The Corporation may

Q) maintain insurance, at its expense, to protect itself and any
Indemnitee against any liability, whether or not the Corporation would have power to
indemnify the individual against the same liability under RCW 23B.08.510 or .520, or a
successor statute;

(i) enter into contracts with any Indemnitee in furtherance of this
Article XI and consistent with applicable law; and

(iii)  create a trust fund, grant a security interest, or use other means
(including, without limitation, a letter of credit) to ensure the payment of such amounts
as may be necessary to effect indemnification as provided in this Article XI.

11.4.3 Severability. If any provision or application of this Article XI shall be

invalid or unenforceable, the remainder of this Article XI and its remaining applications shall not
be affected thereby, and shall continue in full force and effect.
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11.4.4 Right of Indemnitee to Bring Suit. If

Q) a claim under this Article X1 for indemnification is not paid in full
by the Corporation within sixty (60) days after a written claim has been received by the
Corporation, or

(i) a claim under this Article X1 for advancement of expenses
(including attorneys’ fees) is not paid in full by the Corporation within twenty (20) days
after a written claim has been received by the Corporation,

then Indemnitee may, but need not, at any time thereafter bring suit against the Corporation to
recover the unpaid amount of the claim. To the extent successful in whole or in part, Indemnitee
shall be entitled to also be paid the expense (to be proportionately prorated if Indemnitee is only
partially successful) of prosecuting such claim.

11.4.5 No Presumption. Neither

Q) the failure of the Corporation (including its Board of Directors or
independent legal counsel) to have made a determination prior to the commencement of
such Proceeding that indemnification or reimbursement or advancement of expenses
(including attorneys’ fees) to Indemnitee is proper in the circumstances, nor

(i) an actual determination by the Corporation (including its Board of
Directors or independent legal counsel) that Indemnitee is not entitled to indemnification
or to the reimbursement or advancement of expenses (including attorneys’ fees)

shall be a defense to the Proceeding or create a presumption that Indemnitee is not so entitled.

115 Exceptions to Corporation’s Obligations. Any other provision herein to the
contrary notwithstanding, the Corporation shall not be obligated pursuant to the terms of these
Bylaws to indemnify or advance expenses (including attorneys’ fees) to Indemnitee with respect
to any Proceeding involving claims:

Q) initiated or brought voluntarily by Indemnitee and not by way of defense,
except with respect to Proceedings brought to establish or enforce a right to
indemnification under these Bylaws or any other statute or law or as otherwise required
under the statute, but such indemnification or advancement of expenses (including
attorneys’ fees) may be provided by the Corporation in specific cases if the Board of
Directors finds it to be appropriate;

(i) instituted by Indemnitee to enforce or interpret this Article XI, if a court of
competent jurisdiction determines that each of the material assertions made by
Indemnitee in such Proceeding was not made in good faith or was frivolous;

(iii) ~ for which any of the expenses (including attorneys’ fees) or liabilities for
which indemnification is being sought have been paid directly to Indemnitee by an
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insurance carrier under a policy of officers’ and Directors’ liability insurance maintained
by the Corporation; and

(iv)  with respect to which the Corporation is prohibited by applicable law as
then in effect from paying such indemnification or advancement of expenses (including
attorneys’ fees). For example, the Corporation and Indemnitee acknowledge that federal
legislation prohibits indemnification for certain ERISA violations.

ARTICLE XII
MISCELLANEOUS

12.1 Fiscal Year. The fiscal year of the Corporation shall be established at the
discretion of the Board of Directors.

12.2  Corporation Seal. The Corporation may have a seal as specified by resolution of
the Board of Directors. Such seal may be affixed to any and all corporate instruments, but
failure to affix it shall not affect the validity of any instrument.

12.3 Notices. Except as and to the extent otherwise provided in these Bylaws, any
notice required or permitted to be given under or pursuant to these Bylaws shall be required to be
delivered to the intended recipient party either by first-class mail, in person, by facsimile
equipment providing written confirmation of completed transmission, or by electronic mail at
such party’s address, facsimile number, or electronic mail address provided to the Secretary of
the Corporation in accordance with the requirements of these Bylaws. Notices delivered by mail
shall be effective when deposited in the U.S. or Canadian mail, with first-class postage thereon
prepaid. Notices delivered in person shall be effective upon delivery, and notices sent by
facsimile or electronic mail shall be effective upon completion of successful transmission. Any
Person may change the address to which notices should be sent by giving notice of such change
to the Secretary of the Corporation in accordance with the requirements of this Section 12.3.

12.4 Dissolution and Merger or Disposition of Assets.

12.4.1 General Rule—Boardof DirectorsProposal-to-Disselve-Dissolution of the

Corporation. The Board of Directors may propose to dissolve the Corporation. The Board of

Directors shall dissolve the Corporation only if the-plan-ef-distribution-developed-by-the Board
ef Pireetorsthe proposal to dissolve receives the approval of

() at least two-thirds (2/3) of the Directors then in office; and
(i) four (4) out of five (5) Member Classes, each by a margin of at

least two-thirds (2/3) of the total voting power held by the Member Class (provided that
the vote of Members must also comply with the requirements of RCW 24.03.220).
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The vote by each Member Class shall be tabulated separately. In addition, with respect to
Member Classes that include Member Sub-Classes, the proportion of voting power cast in each
Member Sub-Class shall be tabulated separately, then aggregated with tabulation of other
Member Sub-Class votes within the Member Class to determine the proportion of voting power
within the Member Class as a whole that has voted in favor of or against the proposal or
resolution. An example of how Member Class and Member Sub-Class voting power is to be
calculated is set forth in-ExhibitA Attachment C. Notwithstanding Section 5.10.2, the proposed
vote must be included on the proposed agenda for the meeting of Members in order for a vote to
be taken on a proposed dissolution.

[Drafting note: Former Section 12.4.3 has been deleted as too extreme and undesirably hostile

to FERC. A recent decision by the U.S. Court of Appeals for the D.C. Circuit leads us to
conclude that this ““poison pill’” provision is, in any event, unnecessary. In California
Independent System Operator v. FERC, 372 F.3d 395 (D.C.Cir. 2004), the FERC had found the
Cal ISQO’s Board to be inadequately independent and ordered the ISO to change its governance
structure, claiming authority to do so on the ground that the governance structure was a
“practice” affecting jurisdictional rates and service within the meaning of the Federal Power
Act. On review, the Court of Appeals held that the FERC’s statutory jurisdiction over
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“practices’ extends only to those practices that “directly affect’ or ““are closely related’ to
rates or terms and conditions of jurisdictional service, 372 F.3d at 403, and made very clear that
corporate governance doesn't qualify: “It [FERC] does not have the authority to reform and
regulate the governing body of a public utility under the theory that corporate governance
constitutes a ‘practice’ for ratemaking authority purposes.” Id. at 404.]

12.4.2 Distribution of Net-Assets upon Dissolution. Upon the dissolution or
winding up of the Corporation, the Board of Directors shall, after paying, satisfying, discharging,
or making adequate provision for payment of all of the liabilities and obligations of the
Corporation, and subject to satisfaction of all applicable requirements of RCW 24.03.225
relating to dissolution, distribute all the remaining assets of the Corporation in accordance with
the Articles of Incorporation.

12.4.3 Merger or Other Disposition of Assets. A merger of the Corporation
pursuant to RCW 24.03.195, or a sale, lease, exchange, or other disposition of all or substantially
all of the assets of the Corporation other than in the ordinary course of business pursuant to
RCW 24.03.215, shall require the same vote as set forth in Section 12.4.1. Notwithstanding
Section 5.10.2, the proposed vote must be included on the proposed agenda for the meeting of
Members in order for a vote to be taken on a proposed merger or other disposition of assets
pursuant to RCW 24.03.195 and RCW 24.03.215.

125 Amendment of Bylaws.

12.5.1 Methods of Amending Bylaws. These Bylaws may be amended only
according to Sections 12.5.2 or 12.5.3.

12.5.2 Board of Directors Proposals to Amend Bylaws. The Board of Directors
may amend these Bylaws only by the affirmative vote of at least two-thirds (2/3) of the Directors
then in office,-and together with the affirmative vote of at least sixteen (16) votes’ worth of the
Members” voting power, which includes approval of -feur{4}-three (3) out of five (5) Member
Classes-vote, each by a margin of at least two-thirds (2/3) of the total voting power held by the
Member Class;--faveref-the-amendment. The vote by each Member Class shall be tabulated
separately. In addition, with respect to Member Classes that include Member Sub-Classes, the
proportion of voting power cast in each Member Sub-Class shall be tabulated separately, then
aggregated with tabulation of other Member Sub-Class votes within the Member Class to
determine the proportion of voting power within Member Class as a whole that has voted in
favor of or against the proposal or resolution. An example of how Member Class and Member
Sub-Class voting power is to be calculated is set forth in-Exhibit-A Attachment C.
Notwithstanding Section 5.10.2, the proposed vote must be included on the proposed agenda in
order for a vote to be taken on a proposed amendment.

[Drafting note: Experience during the Grid West development process has demonstrated that
we cannot always perfectly anticipate how future events will affect the documents we develop
today. The bylaws work group felt it would be a good idea to allow Board-proposed Bylaws
amendments to be approved if they have substantial member and Board support, but without an
unreasonably high hurdle.]
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12.5.3 Member Initiatives to Amend Bylaws. A Member may propose
amendments of these Bylaws to the Board of Directors. If the Board of Directors does not
submit a Member’s proposed amendment of these Bylaws to the Members for vote (either by not
scheduling a vote on a proposed amendment or by voting to reject the proposed amendment), the
Board of Directors shall nevertheless cause a Member vote to occur on the proposed amendment
at the next meeting of Members if either one (1) Member Class unanimously supports the
proposed amendment or two (2) Member Classes vote, each by a margin of at least three-fourths
(3/4) of the total voting power held by the Member Class, in favor of submitting the proposed
amendment to the Members for vote. The proposed amendment shall be approved by the
Members if four (4) out of five (5) Member Classes vote, each by a margin of at least two-thirds
(2/3) of the total voting power held by the Member Class, in favor of the amendment. The vote
by each Member Class shall be tabulated separately. In addition, with respect to Member
Classes that include Member Sub-Classes, the proportion of voting power cast in each Member
Sub-Class shall be tabulated separately, then aggregated with tabulation of other Member Sub-
Class votes within the Member Class to determine the proportion of voting power within the
Member Class as a whole that has voted in favor of or against the proposal or resolution. An
example of how Member Class and Member Sub-Class voting power is to be calculated is set
forth in-Exhibit-A Attachment C. Notwithstanding Section 5.10.2, the proposed vote must be
included on the proposed agenda in order for a vote to be taken on a proposed amendment.

ARTICLE XIII
ALTERNATIVE DISPUTE RESOLUTION

13.1  Alternative Dispute Resolution. Disagreements arising under these Bylaws shall
be resolved in accordance with the alternative dispute resolution provisions described in this
Article XII1; provided, however, that disagreements related to Member qualification or Member
Class assignments shall be resolved exclusively pursuant to the provisions set forth in
Section 5.4; provided, further, that these alternative dispute resolution provisions shall not be
used for disagreements between Members except as set forth in Section 5.4.

13.2  Scope of Bylaws Dispute Resolution Provisions.

13.2.1 General Applicability. Except as limited by law, the Bylaws Dispute
Resolution Provisions shall apply to all disputes arising under these Bylaws with respect to
whether there is a material, unremedied failure by a Person subject to the Corporation’s Bylaws
to comply with the Corporation’s Bylaws.

13.2.2 Persons Eligible to Initiate or Participate in Dispute Resolution Process.
Only Persons subject to the Corporation’s bBylaws shall be eligible to initiate or participate as
Disputing Parties in any dispute resolution process under the Bylaws Dispute Resolution
Provisions. For purposes of the Bylaws Dispute Resolution Provisions, Persons subject to the
Corporation’s Bylaws are

Q) the Corporation;
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(i) the Board of Directors;
(iii)  the officers, employees, and agents of the Corporation;
(iv)  Members of the Corporation; and
(v) members of any committee, subcommittee, or other body
composed of or elected by the Directors, officers, or Members (or a combination of the

foregoing).

13.3  Procedures to Initiate Dispute Resolution Process.

13.3.1 Good-Faith Written Request. No Person may serve a demand for
arbitration under Section 13.3.2 without first having made a good-faith, written request to all
other Persons named as respondent Disputing Parties in the demand for arbitration that the matter
giving rise to the dispute be remedied and allowing a reasonable opportunity for the respondent
Disputing Party or Parties to implement a remedy.

13.3.2 Demand for Arbitration. Provided that there has not been an adequate
remedy in response to a good-faith written request delivered in compliance with Section 13.3.1, a
Person eligible to become a Disputing Party may initiate a dispute resolution process under the
Bylaws Dispute Resolution Provisions by serving its demand for arbitration on the respondent
Disputing Party or Parties and the Arbitration Committee, which shall publish (or cause to be
published) notice of the demand on the Grid West Website and by any other method the
Arbitration Committee specifies.

13.3.3 Statement(s) of Claim(s). Absent an agreement among all Disputing
Parties to proceed otherwise, the Disputing Party that served a demand for arbitration under
Section 13.3.2 shall, within fifteen (15) days after serving the demand, deliver a written
statement of claim(s) to each other Disputing Party and the Arbitration Committee. The
Disputing Parties may agree to delay the commencement of arbitration to attempt to resolve their
dispute through good-faith negotiations or mediation or for any other reason. The statement of
claim(s) shall set forth in reasonable detail

Q) each claim;
(i) the relief sought;

(ili)  asummary of the grounds for such relief and the basis for each
claim; and

(iv)  the identity of all Disputing Parties.

Each other (respondent) Disputing Party shall deliver its response (including
identification of any additional Person(s) necessary to resolution of the dispute) within fifteen
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(15) days following receipt of the initial statement of claim or such longer period as the
Disputing Parties agree or the Arbitration Committee may permit following an application by a
respondent Disputing Party. If any respondent Disputing Party wishes to submit a counterclaim
with its response to the initial statement of claim, the respondent Disputing Party shall include
the counterclaim in its response. Where a respondent Disputing Party includes a counterclaim
the initiating Disputing Party may respond to that counterclaim within fifteen (15) days
following receipt of the counterclaim. Any Disputing Party named in a statement of claim that
does not respond to the claim within the period specified in this Section 13.3.3 shall be deemed
to have denied each claim against it. The Corporation shall publish the statements of claim, the
responses, and any counterclaims on the Grid West Website and by any other method the
Arbitration Committee specifies.

13.3.4 Intervention Rights. The terms of the Bylaws Dispute Resolution
Provisions applicable to intervention are set forth in Section 13.8.

13.4 Selection of Arbitrator.

13.4.1 Selection of a Single Arbitrator. Within ten (10) days following
submission of respondent Disputing Parties’ responses and counterclaims, the Disputing Parties
shall select an arbitrator familiar with and knowledgeable about the law applicable to
Corporations in the Corporation’s state of incorporation and the nature of the Corporation’s
business and bylaws. If the Disputing Parties cannot agree upon an arbitrator, or do not agree on
a means of selecting an arbitrator that differs from that set forth in this Section 13.4, the
Disputing Parties shall take turns striking names from a list of ten (10) qualified individuals
supplied by the Arbitration Committee from its standing list. The Disputing Parties shall choose
lots to determine the order for striking names. The last remaining name not stricken shall be
designated as the arbitrator. If that individual is unable or unwilling to serve (or, if a Disputing
Party objects to the arbitrator serving on the basis of a disclosure under Section 13.5 within five
(5) days of that disclosure), the individual last stricken from the list shall be designated and the
process repeated until an individual is selected who is able and willing to serve. If a Disputing
Party issuing or named in a statement of claim served under Section 13.3.3 does not participate
in the selection of an arbitrator within the time period specified under this Section 13.4.1, the
remaining Disputing Parties have the right to select the arbitrator without the nonparticipating
Disputing Party.

13.4.2 Option to Obtain Three-Arbitrator Panel. As an alternative to selecting
one (1) arbitrator under Section 13.4.1, any Disputing Party may elect to constitute a three- (3-)
member arbitration panel, and the other Disputing Party or Parties shall cooperate in the
selection of the panel, subject to the following conditions:

Q) any Disputing Party or Parties so electing shall be responsible for
five-sixths (5/6) of the costs of the arbitration (exclusive of each Disputing Party’s
individual costs and attorneys’ fees), regardless of the outcome of the arbitration, unless
the Disputing Parties agree to an alternate method of allocating costs. The remaining
one-sixth (1/6) of the costs shall be allocated to the Disputing Party (or allocated in equal
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parts among the Disputing Parties) that did not participate in the election to use a three-
(3-) arbitrator panel;

(i) each arbitrator shall be subject to the requirements of Section 13.5;

(iii)  unless otherwise agreed by the Disputing Parties, the three (3)
arbitrators shall be selected in the following manner:

€)) the Arbitration Committee shall provide to the Disputing
Parties a list of fifteen (15) qualified individuals from its standing list,

(b) the Disputing Parties chose lots to determine the order for
striking names,

(© the Disputing Parties shall take turns striking names from
the list, and

(d) the three (3) remaining names not stricken shall constitute
the arbitration panel;

(iv)  the arbitration panel shall decide all matters by majority vote; and

(V) all other procedures, rights, and obligations set out in the Bylaws
Dispute Resolution Provisions shall apply to the arbitration, and all references to the
“arbitrator” also shall be deemed a reference to the three- (3-) member arbitration panel
so chosen.

13.4.3 Arbitrator’s Jurisdiction. The arbitrator shall have the power to determine
whether a dispute is subject to arbitration pursuant to the Bylaws Dispute Resolution Provisions.

13.4.4 Communication with Candidates to Serve as Arbitrator. No Disputing
Party and no one acting on behalf of any Disputing Party may communicate on any matter
relating to the dispute, including selection of an arbitrator, with any potential arbitrator identified
on the list provided by the Arbitration Committee, except that staff of the Corporation, under the
direction of the Arbitration Committee, may communicate with potential arbitrators concerning
arrangements for an arbitration.

13.5 Disclosures Required of Arbitrators.

13.5.1 Initial Disclosure Obligations. The selected arbitrator shall be required to
disclose to the Disputing Parties any direct financial or personal interest in the outcome of the
arbitration. The arbitrator shall be required to disclose to the Disputing Parties any additional
interests, relationships, facts, or circumstances including

Q) any existing or past financial, business, or professional interest or
employment;
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(i) any relationship the arbitrator has with any Disputing Party or its
counsel, or with any individual whom the arbitrator has been told will be a witness; and

(iii)  any family or personal relationship

if they are likely to affect the arbitrator’s impartiality or might reasonably create an
appearance of bias. All arbitrators shall make a reasonable effort to inform themselves of
any interests or relationships described above.

13.5.2 Ongoing Disclosure Obligations. The obligation to make disclosure in
accordance with Section 13.5 is a continuing duty. If, after initiation of an arbitration under the
Bylaws Dispute Resolution Provisions, the arbitrator must make a disclosure in accordance with
Section 13.5, the arbitrator shall, at the time of disclosure, determine whether the information
disclosed is grounds to disqualify the arbitrator from continuing with the arbitration. If the
arbitrator determines that he or she is disqualified from continuing with the arbitration, the
Disputing Parties shall select a new arbitrator in accordance with Section 13.4.

13.6  Protection from Liability. Neither the Arbitration Committee nor any arbitrator
shall be liable to any party for any act or omission in connection with any arbitration conducted
under the Bylaws Dispute Resolution Provisions, other than acts or omissions that are criminal or
constitute intentional wrongdoing for the purpose of subverting the arbitration process.

13.7 Arbitration Procedures.

13.7.1 Timetable. Promptly after the appointment of the arbitrator, the arbitrator
shall set a date for the issuance of the arbitration decision, which shall be no later than six (6)
months (or such later date upon which the Disputing Parties and the arbitrator may agree) from
the date of the appointment of the arbitrator, with other dates, including the dates for an
evidentiary hearing or other final submissions of evidence, set in light of this date. The
Disputing Parties may, by agreement, modify any dates set by the arbitrator (other than the
maximum time allowed for issuance of the arbitration decision). The arbitrator shall not change
the date for the evidentiary hearing or other final submissions of evidence absent extraordinary
circumstances. The arbitrator shall have the power to impose sanctions, including imposition of
costs and dismissal of the proceeding, for dilatory tactics or undue delay in completing the
arbitration proceedings.

13.7.2 Procedural Rules. The Arbitration Committee shall adopt arbitration
procedural rules consistent with the Bylaws Dispute Resolution Provisions (including the
provisions set forth in Sections 13.7.2(i) through 13.7.2(v)). The Arbitration Committee may
modify the arbitration procedural rules from time to time. In any case where there is a conflict
between the arbitration procedural rules and the Bylaws Dispute Resolution Provisions, the
Bylaws Dispute Resolution Provisions shall govern. The arbitrator shall conduct the arbitration
in accordance with the Bylaws Dispute Resolution Provisions and the arbitration procedural
rules, except as provided in Section 13.7.4.
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Q) Discovery Procedures. The arbitration procedural rules shall
include adequate provision for the discovery of relevant facts, including the taking of
testimony under oath, production of documents and other things, presentation of
evidence, taking of samples, conducting of tests, and inspection of land and tangible
items. The nature and extent of such discovery shall take into account

@) the complexity of the dispute;
(b) the extent to which facts are disputed;

(© the extent to which the credibility of witnesses is relevant
to a resolution; and

(d) the need to provide fair access to information by all
Disputing Parties where information has been obtained under statutory right by
one or more Disputing Parties from another Disputing Party or Parties outside the
discovery process.

The forms and methods for taking such discovery shall be as described in the
Federal Rules of Civil Procedure, except as modified by agreement of the Disputing
Parties.

(i)  Confidentiality. The arbitration procedural rules shall provide a
means for protecting confidential information disclosed in the course of an arbitration
under the Bylaws Dispute Resolution Provisions. Any information determined to be
confidential in the course of an arbitration shall not be included in any published or
publicly available summary or copy of the arbitration award.

(iii)  Summary Disposition. The arbitration procedural rules shall
provide a means for summary disposition of an arbitration proceeding under the Bylaws
Dispute Resolution Provisions. The arbitrator may grant summary disposition of the
proceeding, in whole or in part, if there is no genuine issue of fact material to the
decision. Any uncontroverted fact established through summary disposition shall be
deemed established for the remainder of the proceeding. Any grant of summary
disposition under this Section 13.7.2(iii) is subject to appeal pursuant to Section 13.10
after the final award in the proceeding has been issued.

(iv)  Evidentiary Hearing. The arbitration procedural rules shall
provide for an evidentiary hearing with respect to matters not resolved through summary
disposition under Section 13.7.2(iii), unless all Disputing Parties consent to the resolution
of the matter on the basis of a written record. Hearing rules shall include provision for
the cross-examination of witnesses.

(V) Evidence. The arbitration procedural rules shall include provisions
addressing submission and admissibility of evidence. The arbitrator shall compile and
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certify a complete evidentiary record of the arbitration, which, upon completion, shall be
available to any Disputing Party at that Disputing Party’s request.

13.7.3 Communication with Arbitrator. Except by agreement of or in the
presence of all Disputing Parties, no Disputing Party and no one acting on behalf of any
Disputing Party may communicate with the arbitrator concerning the arbitration outside of
scheduled proceedings. Unless the Disputing Parties agree otherwise or the arbitrator so directs,
any written or electronic communication from any Disputing Party to the arbitrator shall also be
sent to all other Disputing Parties and to the Arbitration Committee.

13.7.4 Modification of Arbitration Procedures. The Disputing Parties may, by
agreement of all the Disputing Parties, modify the application of the arbitration procedural rules
for purposes of their specific dispute. Except where the terms of the Bylaws Dispute Resolution
Provisions specifically provide otherwise, the Disputing Parties may not agree to modify any of
the provisions set forth in the Bylaws Dispute Resolution Provisions.

13.8 Intervention Rules.

13.8.1 Persons Eligible to Intervene. Only Persons identified in Section 13.2.2 of
the Bylaws Dispute Resolution Provisions are eligible to intervene in an arbitration governed by
the Bylaws Dispute Resolution Provisions; provided that the Person

Q) was not named as a Disputing Party in the statement of claim
initiating the arbitration as provided in Section 13.3.3 or in a responding counterclaim;
and

(i) complies with the other provisions in the Bylaws Dispute
Resolution Provisions concerning intervention and the obligations of Disputing Parties.

13.8.2 Timing for Intervention Application. A Person eligible to intervene in an
arbitration under the Bylaws Dispute Resolution Provisions may apply to intervene in the
arbitration as a Disputing Party within thirty (30) days from publication of the statement of claim
initiating the arbitration. The arbitrator may, at his or her discretion, permit late intervention for
good cause shown.

13.8.3 Required Showings for Intervention. The arbitrator shall permit a Person
to intervene in an arbitration under the Bylaws Dispute Resolution Provisions if the Person
applying to intervene (applicant) shows, to the arbitrator’s reasonable satisfaction, that

Q) the applicant is eligible to intervene under Section 13.8.1 of the
Bylaws Dispute Resolution Provisions;

(i) the applicant’s rights or interests will be substantially affected by
outcome of arbitration; and
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(i) no other Person that is currently a Disputing Party to the
arbitrations is likely to adequately represent the applicant’s interests.

13.8.4 Application and Order. Any applicant to intervene in an arbitration under
the Bylaws Dispute Resolution Provisions shall serve a copy of its application on the arbitrator,
the Disputing Parties, and the Arbitration Committee. The application must demonstrate that the
applicant satisfies the criteria set forth in Section 13.8.3. Any Disputing Party that objects to the
intervention request must file a written objection with the arbitrator, if an arbitrator has been
selected, and deliver the objection upon the applicant, the other Disputing Parties, and the
Arbitration Committee, within ten (10) days of service of the application. Promptly upon
selection of the arbitrator pursuant to Section 13.4, the arbitrator will issue an order determining
whether, based upon the criteria established by Section 13.8.3, any applicant that has timely filed
an application may intervene in the arbitration.

13.8.5 Effect of Arbitrator Granting Intervention. Any applicant whose request
to intervene in an arbitration under the Bylaws Dispute Resolution Provisions is granted by the
arbitrator becomes a Disputing Party with full rights and responsibilities in relation to all other
Disputing Parties; provided, however:

(1 the applicant must

@ accept the arbitrator(s) selected in accordance with
Section 13.4 of the Bylaws Dispute Resolution Provisions,

(b) accept the record as established at the time the intervention
is granted, including any procedural or substantive rulings or orders,

(©) proceed in accordance with any established schedule, and
(d) pay a share of the costs of arbitration as determined by the
arbitrator taking into account, among other things, the stage of the arbitration
when intervention is sought;
(i) the arbitrator may further condition Disputing Party status as
necessary to ensure that the rights of other Disputing Parties are not unduly prejudiced
and that the arbitration is not unduly delayed; and

(iii)  any late-intervening Person must not cause a conflict of interest for
the arbitrator objectionable to any existing Disputing Party.

13.9 Award, Remedies, and Enforcement.

13.9.1 Award. The arbitrator shall issue written reasons for the award, including
findings of fact and conclusions of law. The arbitration award shall be based on

Q) the evidence in the record,
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(i) applicable law as then in effect in the Corporation’s state of
incorporation;

(iti)  the terms of the Articles of Incorporation and these Bylaws; and

(iv)  consideration of relevant decisions in previous arbitration
proceedings.

The arbitrator may, but need not, treat previous decisions under this Section 13.9.1 as
determinative. The arbitrator’s award shall be published and maintained, in searchable form, on
the Grid West Website and by any other method the Arbitration Committee specifies. The
Corporation’s Office of General Counsel shall maintain a copy of the complete award and
written explanation.

13.9.2 Remedies.
Q) Avrbitrator’s Discretion. Subject to the requirements of

Section 13.9.1, the arbitrator shall have discretion to require no change in actions, or
grant an injunction or mandamus.

(i)  Costs. Except as otherwise provided in Sections 13.4.2, 13.7.1,
and 13.8.5, the costs of the time, expenses, and other charges of the arbitrator shall be
borne by the Disputing Parties, with each Disputing Party on an arbitrated issue bearing
its pro rata share of such costs, and each Disputing Party bearing its own costs and fees.
If the arbitrator determines that a demand for arbitration or response to a demand for
arbitration was made in bad faith, the arbitrator shall have discretion to award the costs of
the time, expenses, and other charges of the arbitrator to the prevailing Disputing Party.

(i)  Compliance. Unless the arbitrator’s decision is appealed under
Section 13.10, the Disputing Parties shall, upon receipt of the decision, immediately take
whatever action is required to comply with the award to the extent the award does not
require action by a governmental authority not a party to the arbitration. An award that is
not appealed shall be deemed to have the same force and effect as an order entered by a
court of competent jurisdiction.

(iv)  Enforcement. Following the expiration of the time for appeal of an
award pursuant to Section 13.10.3, any Disputing Party may apply to a court of
competent jurisdiction in the Corporation’s state of incorporation for entry and
enforcement of judgment based on the award. Parties to arbitration under the Bylaws
Dispute Resolution Provisions shall be deemed to have consented that judgment upon the
arbitration award may be entered in a court having jurisdiction within the Corporation’s
state of incorporation.
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13.10 Appeal of Award.

13.10.1 Rehearing; Clarification; Appeal. A Disputing Party may apply to a
court of competent jurisdiction in the Corporation’s state of incorporation to hear an appeal of an
arbitration award where

Q) the arbitrator’s decision is contrary to applicable law;

(i) the arbitrator was guilty of misconduct in refusing to postpone the
hearing, upon sufficient cause shown, or in refusing to hear evidence pertinent and
material to the controversy; or for any other misbehavior by which the rights of any party
have been prejudiced;

(iii)  the arbitrator exceeded the authority conferred by the Bylaws
Dispute Resolution Provisions or as otherwise established by agreement of all the
Disputing Parties;

(iv)  the award was procured by corruption, fraud, or undue means;
(V) there was evident partiality or corruption in the arbitrator(s);

(vi)  there was an evident material miscalculation of figures (e.g.,
quorum and voting) or an evident material mistake in the description of any person, thing,
or property referred to in the award; or

(vii)  the award is imperfect in matter of form not affecting the merits of
the controversy.

13.10.2 Appellate Record. The arbitration process set forth in the Bylaws
Dispute Resolution Provisions contemplates that the court of competent jurisdiction should
afford substantial deference to the factual findings of the arbitrator. No Disputing Party may
seek to expand the record before the court of competent jurisdiction beyond that assembled by
the arbitrator, except

Q) by making reference to legal authority that did not exist at the time
of the arbitrator’s decision; or

(i) if the Disputing Party contends the decision was based upon or
affected by fraud, collusion, corruption, misconduct, or misrepresentation.

13.10.3 Procedures for Appeals. Appeals shall, unless otherwise ordered by the
court of competent jurisdiction in the Corporation’s state of incorporation, conform to the
procedural limitations set forth in this Section 13.10.3.

Q) Notice. If a Disputing Party desires to appeal an award, it shall
provide notice of appeal to the Corporation’s Board of Directors, all other Disputing
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Parties, and the arbitrator within fourteen (14) days following the date of the award. The
appealing Disputing Party must likewise provide notice to the Arbitration Committee,
which shall publish notice of the appeal on the Grid West Website and by other method
the Arbitration Committee specifies. Within ten (10) days of the filing of the notice of
appeal, the appealing Disputing Party must file an appropriate application, petition, or
motion with a court of competent jurisdiction in the Corporation’s state of incorporation.
The filing shall state that the subject matter has been the subject of an arbitration under
the Bylaws Dispute Resolution Provisions.

(i)  Evidentiary Record. Within thirty (30) days of filing the notice of
appeal (or such period as the court of competent jurisdiction in the Corporation’s state of
incorporation may specify) the appellant shall file the complete evidentiary record of the
arbitration and a copy of the award with the court of competent jurisdiction. The
appellant shall serve copies of a description of all materials included in the certified
evidentiary record.

(iii)  Stay Pending Appeal. Implementation of the award shall be
deemed stayed pending an appeal unless and until, at the request of a Disputing Party, the
court of competent jurisdiction in the Corporation’s state of incorporation to which an
appeal has been filed issues an order dissolving, shortening, or extending the stay.
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CERTIFICATION

The undersigned hereby certifies that the foregoing Bylaws of Grid West were approved
by a favorable vote of a majority of the members of the Board of Directors of the Corporation on
the day of , 200 .

Dated this day of , 200 .

By:

(Printed Name)
Secretary of the Corporation

[Drafting note: need to fix titles of Attachment C below (remove word ““Operational’
from “Example 1/2-- Operational Bylaws™’]
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ATTACHMENT A
INTERIM BOARD

CONDUCT RULES

These Conduct Rules for the members of the Interim Board the Corporation are as follows:

The Corporation expects all members of the Interim Board to conduct business on behalf of the
Corporation with integrity and high ethical standards. All members of the Interim Board should,
at all times in their capacities as Interim Board members, (i) comply with the Corporation’s
bylaws and Board policies and (ii) carry out their fiduciary duties as directors of a nonprofit
corporation under Washington law.

Attachment A to
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ATTACHMENT B
INITIAL MEMBERS
OF THE CORPORATION

[Drafting note: This attachment will need to distinguish between Members that are required to
pay membership fees and Members that have been granted waivers.]

Example 2 of Attachment C to
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EXHHBH-A-ATTACHMENT C - Examples of Reallocation and Tabulation of Member Votes — Example 1

REALLOCATION & TABULATION OF VOTES (Example 1 Operational Bylaws)

Notes: (1) In a Bylaws Amendment vote (Section 5.14.5) the proposed amendment would be defeated (4 of 5 Member Classes have not approved by a margin of 2/3 of voting
power). In other member votes (Section 5.14.7), the matter would be approved. (2) This example does not apply to Member votes for election of MRC representatives.

Legend: Red highlighting indicates Member Subclasses where the threshold number of members has not been met.

Example 1 of Attachment C to
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EXHIBITFA-ATTACHMENT C — Examples of Reallocation and Tabulation of Member VVotes — Example 2

REALLOCATION & TABULATION OF VOTES (Example 2 Operational Bylaws)

Notes: (1) In a Bylaws Amendment vote (Section 5.14.5) the proposed amendment would be approved (4 of 5 Member Classes have approved by a margin of 2/3 of voting power).
In other member votes (Section 5.14.7), the matter would also be approved. (2) This example does not apply to Member votes for election of MRC representatives.

Legend: ; red highlighting indicates Member Subclasses where the threshold number of members has not been met.
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ATTACHMENT D
BOARD OF DIRECTORS
CONDUCT RULES
These Conduct Rules for the members of the Board of Directors of the Corporation are as
follows:

l. DEFINITIONS. For purposes of these Conduct Rules, the following terms and
definitions shall apply:

A. “Affiliate” of a “Person” (as defined below) means a Person that directly,
or indirectly through one or more intermediaries, controls, is controlled by, or is under
common control with such Person. For purposes of these Conduct Rules, in determining
whether one Person controls another Person, without limitation, the direct or indirect
ownership or control of or power to vote five percent (5%) or more of the outstanding
voting securities of a corporation shall be deemed to constitute control of such
corporation.

B. “Corporate Personnel” means each and all of the officers, employees, and
substantially full-time consultants and contractors of the Corporation.

C. “Person” means an individual, corporation, cooperative corporation,
municipal corporation, quasi-municipal corporation, limited liability company, mutual
association, partnership, limited partnership, limited liability partnership, association,
joint-stock company, trust, unincorporated organization, government entity or political
subdivision thereof, or organization recognized as a legal entity by law in the United
States or Canada.

D. “Related Person” of an individual means all of the following: an
individual’s spouse, domestic partner, parents (including step-parents and in-laws),
children (including step-children and in-laws), and siblings (including step-siblings and

in-laws).
. GENERAL STATEMENT.
A. The Corporation expects all Directors of the Corporation to conduct

business on behalf of the Corporation with integrity and high ethical standards. These
Conduct Rules and the bylaws of the Corporation set forth guidelines for all Directors to
follow.

B. In general, Directors should recognize and avoid conduct or activities that
involve or might appear to involve a conflict of interest. Although it is impossible to list
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every circumstance that may suggest a possibility of a conflict of interest, some
guidelines are as follows:

1. Directors must not use any position with the Corporation for
personal, private gain or benefit. In addition, Directors may not use nonpublic
information obtained in connection with their duties or service to the Corporation
to the detriment of the Corporation or for their direct or indirect personal gain or
advantage or for the personal gain or advantage of any other Person, including,
but not limited to, a Related Person of a Directors or Corporate Personnel.

2. Directors should avoid any action that might result in or create the
appearance of inappropriate preferential treatment of any Directors or Corporate
Personnel, or any Related Person of any Directors or Corporate Personnel.

3. Directors may not at any time disclose any confidential or
commercially sensitive information or trade secrets of the Corporation or that the
Corporation obtains from third parties, except as and to the extent authorized by
the Corporation’s bylaws and any other rules of the Corporation.

4. A Director should not engage in conduct or activities that conflict
or are inconsistent with any activity of the Corporation or that would cause a
reasonable person to believe that the Director’s judgment, loyalty, or objectivity
might be influenced in a way that is adverse to the interests of the Corporation.

5. Directors should take care to avoid adversely affecting the public’s
confidence in the integrity or the reputation of the Corporation. Directors should
be able to justify and withstand public scrutiny of their conduct and activities.

6. Directors who serve on the boards of other entities (whether for-
profit or nonprofit) must be meticulous in observing the rules of separate loyalty.

C. In considering the guidelines set forth in these Conduct Rules and the
Corporation’s bylaws, a Director must remember that the relationships of his or her
business associates, family, friends, and other Persons may give rise to a potential
conflict of interest even if the Director himself or herself is not involved directly. A
potential conflict can exist when the parties in the relationship give or receive, or could
reasonably be perceived to give or receive, unfair advantage or preferential treatment
because of the relationship. No Director should have a direct or indirect interest in or
relationship with any outside Person or organization that might affect (or that might
reasonably be perceived by others as affecting) the objectivity or independence of the
Director’s judgment or conduct in carrying out his or her duties to the Corporation.

D. Directors should be aware that even the appearance of a conflict of interest
could harm the Corporation, and they should always try to avoid giving an appearance of
impropriety. When in doubt, Directors should disclose the circumstances to their fellow
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Directors and follow the applicable procedures set forth in these Conduct Rules and the
Corporation’s bylaws.

1. GENERAL CONFLICT-OF-INTEREST REQUIREMENTS.

A. Each Director must comply with all laws and regulations applicable to the
conduct of the business of the Corporation, all policies established by the Board of
Directors, and these Conduct Rules. Any Director who becomes aware of any illegal
conduct on the part of any other Director, or any conduct that is otherwise inconsistent
with the requirements of these Conduct Rules, must promptly report such conduct to the
Board of Director.

B. No Director may use any Corporation property or services for personal
gain or remove or dispose of the materials, supplies, or equipment of the Corporation
without proper authority.

C. No Director or Related Person of any Director may accept any form of
gift, gratuity, or entertainment that would tend to affect or give the appearance of
affecting his or her judgment in the performance of his or her duties; provided, however,
that a Director may accept (i) items such as food, refreshments, and entertainment in the
course of a meal, theater event, sports event, or social event and (ii) noncash gifts of a
nominal value such as pens, pencils, notepads, calendars, and other noncash gifts
received for a special occasion, in each case of a value not exceeding $250 (U.S.) per
source per year.

D. No Director may solicit or attempt to solicit for employment any
individual who is then an employee of the Corporation; induce or attempt to induce any
such employee to terminate his or her employment with the Corporation; take any other
action that might reasonably interfere with or damage the Corporation’s business
opportunities or business relationships with its employees, lenders, creditors, customers,
or other Persons with which the Corporation conducts business; or otherwise violate the
Director’s duty of loyalty to the Corporation.

E. Except as may be allowed by a recognized legal privilege or appropriate
assertion of confidentiality, no Director may withhold information from or give false or
misleading information to anyone conducting duly authorized investigations or audits of
the Corporation.

V. IMPLEMENTATION.

A. Individuals with certain relationships are prohibited from serving on the
Board of Directors. See Section 7.10 of the Corporation’s bylaws. If any Director, or
any Related Person of a Director, has a direct or indirect beneficial or other interest in, or
relationship with, any Person (or any Affiliate of any Person) with which the Corporation
transacts (or proposes to transact) business, the Director must fully disclose to the Board
of Directors the existence and nature of such interest or relationship and all applicable
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facts known to the Director that an ordinarily prudent person would reasonably believe to
be material to a judgment about whether to proceed with the transaction. If the
transaction is sufficiently material to require action by the Board of Directors or one of its
committees, any Director having a direct or indirect interest or relationship must refrain
from voting on the matter, and all applicable action shall be undertaken in accordance
with the Corporation’s bylaws and applicable state law governing “interested” or
“self-dealing” transactions involving nonprofit corporations.

B. Directors must comply with applicable law. The Board of Directors will
maintain reasonable means for assessing and monitoring all Directors to ensure such
compliance. Directors may consult counsel for the Corporation if they have any
questions regarding applicable law or these Conduct Rules. Any Director who received a
written opinion from counsel for the Corporation is entitled to rely on that opinion.

C. The Corporation will distribute a copy of these Conduct Rules to each of
the Corporation’s Directors upon his or her election to the Board of Directors and not less
often than once a year thereafter. All Directors must complete an annual disclosure
questionnaire regarding compliance with the Corporation’s bylaws and the provisions of
these Conduct Rules.

D. The Board of Directors may, by approval of two-thirds of its members,
remove from the Board of Directors any Director who fails to comply with any applicable
law or fails to comply with any provision of these Conduct Rules.
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ATTACHMENT E
OFFICER AND EMPLOYEE

CONDUCT RULES

These conduct rules apply to all officers, employees, and substantially full-time consultants and
contractors of the Corporation or other individuals performing discretionary functions for or on
behalf of the Corporation (including the spouse, domestic partner, or any legal dependent of such
individual):

1. Prohibited Individuals. Except as set forth in Section 2, no individual may
serve as an officer, employee, substantially full-time consultant or contractor of the Corporation
and no individuals may perform discretionary functions for or on behalf of the Corporation, if
such individual (or the spouse, the domestic partner, or any legal dependent of such individual)

Q) has a direct or indirect financial interest in (including the
ownership of securities of) a Market Participant, Member or supplier of the Corporation
(or any Affiliate of any of such Persons); provided, however, that such individual (or the
spouse, the domestic partner, or any legal dependent of such individual) will be permitted
to own securities of a Market Participant, Member or supplier of the Corporation (or any
Affiliate of any such Persons) through diversified mutual funds (other than those funds
concentrating their investments in the electric power industry or the electric utility
industry or any segments thereof); or

(i) has a Related Person that is an officer, chief executive or general
manager, director or trustee or member of a governing board or council, or occupies a
position of similar capacity of a Market Participant, Member or supplier of the
Corporation (or any Affiliate of any such Person).

2. Exceptions Concerning Prohibited Individuals. An individual shall not be
deemed to be in violation of the restrictions set forth in Section 1 and shall not be prohibited
from serving as an officer, employee, substantially full-time consultant or contractor of the
Corporation and no individuals shall be prohibited from performing discretionary functions for
or on behalf of the Corporation merely because such individual (or the spouse, the domestic
partner, or any legal dependent of such individual)

Q) is a residential retail consumer of electric energy; or

(i) continues his or her pre-existing participation in a qualified defined
benefits or defined contribution pension plan, a nonqualified deferred compensation or
pension plan, or health benefits plan of a Market Participant, Member or supplier of the
Corporation (or any Affiliate of any of such Persons) for purposes of receiving pension
benefits and post-employment health benefits or remaining eligible to receive such
benefits at a future time, so long as the benefits to such individual under any such pension
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plan do not vary with the economic performance of such Market Participant, Member or
supplier of the Corporation (or any Affiliate of any of such Persons) (other than the
potential variance due to risk of bankruptcy) or the value of any securities of any such
Market Participant, Member or supplier of the Corporation (or any Affiliate of any of
such Persons) held by such plan.

3) Changes to the Policy. This policy may be prospectively rescinded or
modified at any time by the Board of Directors of the Corporation.
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