


XI.

XIl.

Board’s full attention and suggested that a subset of the Board work with the
CEO. Mr. Bowen volunteered to serve on this group.

The Board discussed methods for maintaining the effectiveness of the West in the
rulemaking and implementation process.

Mr. Larson, Western Interstate Energy Board (WIEB), noted that it will require a
great deal of political will to preserve deference for the Western Interconnection
and the Western Governors’ are ready to be of assistance.

Comments from Members and the Public

Richard Lauckhart, (Henwood Energy Services, Inc.) provided input regarding a
WECC-developed and maintained public database for transmission planning.

Board Closed Executive Session

A motion by Mr. Areghini to go into closed session for the purpose of
discussing the WECC Pension Plan was seconded and approved
unanimously.

In a closed executive session, the Board authorized the WECC CEO to take
further steps to move from a defined benefit pension plan for WECC
employees to a defined contribution pension plan.

Board Strategic Session

Ms. McCarren previewed the day’s discussion and noted that several large
projects were in the pipeline before the Western Assessment Group (WAG) was
formed. She expressed the belief that the day’s discussion would be twofold — a
strategy issue having to do with projects and challenges, and a policy issue having
to do the WAG challenge. Ms. McCarren reviewed the background of the WAG
and the challenge they presented at a stakeholder meeting on May 23, 2005. That
challenge is for WECC to take on an expanded role in the area of Transmission
Planning, Resource Adequacy and Commercial Issues. Mr. Chamberlain reported
that the GNC survey results show general support for WECC taking on an
expanded role in these areas.

A. Transmission Planning

Mr. Perez, California Independent System Operator (CISO), introduced
the topic of Transmission Planning and reviewed the current state of
planning. There is a difference between planning for congestion and
economics and planning for reliability. Mr. Perez reviewed the current
WECC three-phase rating process. He presented the requirements for
effectively performing economic analysis.

50f8



Mr. Jenkins reviewed the recommendations of the Planning Coordination
Committee regarding the functions identified in the WAG challenge. PCC
would like to avoid anything that resembles WECC sponsorship of
transmission projects.

The Board discussed the characteristics of an expanded transmission
planning role within WECC. Several cautioned against becoming an
organization that performs studies which are then filed away and never
result in useful projects.

Mike DeWolf, PacifiCorp (PAC), presented a proposal for WECC’s
expanded role for transmission planning. The proposal is attached as
Exhibit C.

A motion by Ms. Case to accept for strategic direction, the proposal
from PacifiCorp with direction to the WECC CEO to flesh out details
and return to the Board for approval in October, was seconded and
approved unanimously by the Board. Details would include
governance, timeframes, action steps, responsibilities and member
and stakeholder input.

Resource Adequacy

Ms. Anderson, California Energy Commission (CEC), introduced the
topic of Resource Adequacy and reviewed the progress that has been made
on this issue. She believes that what is needed is an increase in the level of
commitment to already-expressed Board goals.

Mr. Jenkins reported that the PCC agrees with Ms. Anderson and the
regulatory community. The Board discussed possible differences between
what WECC is doing now and what would be done in the future according
to the WAG challenge. The consensus was that WECC is already headed
in this direction and little change is needed.

A motion by Ms. Smith that the Board re-affirm “Its previous support
for performing power supply assessments, improving the assessments,
and developing resource adequacy guidelines through the work of the
Planning Coordination Committee, West-wide Resource Assessment
Team and the Resource Adequacy Work Group,” was seconded and
approved unanimously by the Board.

. Transaction Practices

Mr. Beck, Market Interface Committee (MIC) Chair, reviewed the history
of the Western Regional Transmission Associations, Western Market
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XII.

Interface Committee and the WECC MIC. He expressed his belief that the
WAG challenge hearkens back to the reasons the MIC was originally
formed. The MIC agrees with the WAG conclusions and feels the greatest
impediment to successfully taking on the identified challenges is a lack of
credibility of the MIC. There is also concern about the Board’s ability to
deal with commercial issues under the current WECC Bylaws.

Mr. Beck reported that the MIC is developing a process for WECC’s
participation in the North American Energy Standards Board (NAESB).

The MIC believes the voting structure of the committee may need to be
altered to allow voting by class. To take on the WAG challenge, the MIC
will need additional staff support and will incur additional meeting
expenses.

The MIC requested Board guidance on its future role. Should the MIC be
limited to practices that affect reliability, or should the scope expand to
include the functions of the Regional Transmission Associations?

The following motion by Mr. Ferreira was seconded and unanimously
approved:

The Board supports the role of the Market Interface Committee
(MIC) to address both commercial issues and business practices and
make recommendations to the Board related to commercial issues and
business practices.

The Board supports the development of a proposed charter, scope,
deliverables, budget, focus and Bylaws changes that would be needed.

The Board requests that the MIC examine the effects of the Seams
Steering Group-Western Interconnection (SSG-WI) ceasing to exist so
that none of their current efforts would be lost.

Detail of the 2006 WECC Budget

The Board discussed the adoption of the budget scenario entitled “FAC Draft,”
with a reduction of the amount requested by the Reliability Centers. Mr. Areghini
reported that there is the possibility that the reserve funds might need to be drawn
down further to cover unanticipated demands from the WECC pension plan. Mr.
Ferreira requested that the Council communicate with members about what this
increase will fund and what increases can be expected in future years.

The Board discussed the budget implications of the Western Assessment Group
(WAG) challenge and determined that budgetary impacts would be minimal.
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XIV.

XV.

The following motion by Mr. Areghini was seconded and unanimously
approved. The FAC will present for approval at the October Board meeting
a budget which funds a number of key projects recommended by the
standing committees to enable the Council to accomplish its reliability
mission and also begin addressing some of the commercial challenges facing
the Western Interconnection. The estimated dues increase to support the
budget is 40%.

Wrap-up

Mr. Newton opened the floor to comments. Mr. Larson related the support of the
Western Governors’ for the activities of the WECC. Mr. Areghini requested that
Ms. McCarren notify the WAG of the actions taken by the Board.

Conclusion and Adjournment

Mr. Newton observed that the phrase “Fish or cut bait” identifies two roles —
fishing and preparing bait for those who fish. Implicit in the phrase is the fact that
fishing will occur. At this meeting the WECC Board has decided that the Council
will fish. He commended the members of WECC and the members of the Board
for their willingness to accept the challenges and take a leadership role in
addressing them.

Mr. Newton adjourned the meeting at 12:08 p.m. on July 29, 2005.
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Exhibit B

Agenda Item 1l

Board of Directors Meeting
July 28-29, 2005

WESTERN ELECTRICITY COORDINATING COUNCIL
BOARD OF DIRECTORS MEETING
July 28, 2005 1:00 p.m. —5:00 p.m.
July 29, 2005 8:00 a.m. —12:00 p.m.
The Westin Calgary — Calgary, Alberta

Britannia Room

PROPOSED AGENDA

Welcome — Chair Tim Newton

Approve Agenda

Consent Agenda

A Approve the April 6 and 8, 2005 Meeting Minutes
B. Approve the following Operating Committee Item:

1. WECC Training Program Policies and Practices
C. Approve the following RPIC Appointment:

1. Kevin Dasso, Pacific Gas and Electric Company (PG&E) to
replace Jeffrey Butler from PG&E.

D. Approve Appointment to WREGIS Committee
1. Jack King, Non-Affiliated Director, to serve on the WREGIS
Committee.

Approve Business Case for Secure ICCP

Steve Cobb, OC Chair, will seek Board approval of the Business Case for Secure
ICCP.

Report of Planning Coordination Committee

A. Approve WECC 2005 Power Supply Assessment

Robert Jenkins, PCC Chair, will seek Board approval of the WECC 2005
Power Supply Assessment.



VI.

VII.

VIII.

XI.

B. Loads and Resources Subcommittee Formation

Robert Jenkins, PCC Chair, will inform the Board of PCC’s formation of a
new Loads and Resources Subcommittee.

2006 WECC Budget Overview — Dave Areghini

Dave Areghini, FAC Chair, will provide an overview of the components
comprising the Draft 2006 WECC budget.

Governance and Nominating Committee (GNC) Report — Bill Chamberlain

Bill Chamberlain, GNC Chair, will apprise the Board on the progress of the 4.9
review, update the Board on what has been learned, and apprise the Board of key
issues arising from the review.

Reliability Center (RC) Report — Terry Baker

A Reliability Coordination Subcommittee

Terry Baker, Reliability Coordination Subcommittee Chair, will apprise
the Board of progress made in developing a strategic plan for the three
Reliability Coordination Centers.

B. Reliability Policy Issues Committee

Tim Newton, WECC Chair will report on an assignment issued to the
RPIC related to Reliability Coordination Centers.

Discussion of U.S. Federal Energy Legislation — Louise McCarren

Louise McCarren, WECC CEO, will apprise the Board of progress made with
federal legislation, and review a timeline and work plan for WECC’s
implementation.

Comments from Members and the Public - Richard Lauckhart

Richard Lauckhart, Henwood Energy Services, Inc. will present to the Board a
brief presentation on a database proposal.

Board Closed Executive Session

On July 28, 2005, at 4:30 p.m. the Board of Directors will move into a closed
session to discuss updated information on compensation issues.



XII.

XI1.

XIV.

Board Strategic Session

Louise McCarren, WECC CEO, will lead a discussion of the Western Assessment
Group and any strategic measures WECC might wish to develop in response.

A. History and Nature of the Challenge — Louise McCarren
GNC View on WAG Challenge — Bill Chamberlain
Transmission Planning — Armie Perez

Resource Adequacy — Robert Jenkins and Grace Anderson
Transaction Practices — Ed Beck

WECC Strategies — Louise McCarren

nmo o W

Details of the 2006 WECC Budget — Dave Areghini

A Core Budget
B. Reliability Coordinators

1. Personnel
2. Tools
C. Core Projects
1. SSG-WI Data base
2. Loads and Resources

3. West-wide System Model

4. Western Interchange Tool
NERC Dues
E. Self Funding Projects
1. WREGIS
2. Training
F. WAG Associated Increases
Wrap-u

Louise McCarren, WECC CEO, will provide a brief synopsis of meeting items,
leading the discussion.

A. Conclusions and Action Items



XV. Conclusion and Adjournment

Attachments: WECC Anti-Trust Discussion Guidelines
Board Guidelines

G:\DEPT\SEC\BOD\BODMtgs\2005\July\ExhibitB_Approved_Agenda_07-05.doc



Exhibit B

Agenda Item 1l

Board of Directors Meeting
July 28-29, 2005

WECC ANTI-TRUST DISCUSSION GUIDELINES

GENERAL

The antitrust laws and the cases interpreting them do not clearly define all
antitrust violations. Often, the resolution of an antitrust claim will turn on
whether the action, such as reliability of the integrated grid or the enhancement of
competition outweigh any countervailing anticompetitive effects. These are
factual issues which may not be able to be resolved except by a fact finder such as
a judge or jury. Notwithstanding this vagueness in the law, certain activities are
clearly prohibited. Part 11 sets out the clearly prohibited activities. WECC
members should refrain from the prohibited activities in all WECC meetings
and in other WECC-related communications with WECC members. Even
aside from the clearly prohibited activities, there may be other actions which
could violate the antitrust laws which are not expressly dealt with herein. In
considering non-reliability matters, so long as the action serves to promote or
enhance competition, there should be little likelihood of an antitrust problem.
Questions or requests for advice of WECC counsel should be directed to the
WECC'’s Executive Director.

PROHIBITED ACTIVITIES

WECC members should refrain from the following when acting in their capacity
as WECC members (i.e., at WECC meetings and informal discussions, conference
calls, etc.):

e Discussions involving non-public pricing information, especially margin
(profit) and confidential internal cost information and members’ expectations
as to their future prices or internal costs.

e A member discussing its confidential marketing strategies.

e Discussions which are intended to reach agreement or to cause an action
regarding how customers and geographical areas are to be divided among
competitors unless such agreement or action would be expressly permitted by
state law or will be effective only if accepted by a regulatory agency.

e Discussions which are intended to reach agreement or to cause actions to
exclude competitors from markets unless such agreement or action would be
expressly permitted by state law or will be effective only if accepted by a
regulatory agency.



ACTIVITIES WHICH ARE PERMITTED

WECC members may discuss and approve:

e Reliability matters, including operation and planning matters such as
establishing reliability criteria, operating procedures, operating transfer
capabilities, and plans for new facilities.

e Other matters if any agreement or action will be permitted by express state
approval or any such action or agreement will be filed with a governmental
body such as FERC for its acceptance.

e Public pricing and public cost information.

e Planning and/or operating procedures that ensure that the operation of a
project does not jeopardize the reliability of the interconnected system.

For any matters which you desire to discuss which may adversely affect
competition, you should have a legitimate reason for the discussion, such as
to promote reliability, develop reliability criteria, policies, and operating
procedures, enhance system operations, or to reach a settlement. If you do
not have a legitimate WECC business reason for discussing a matter which could
adversely affect competition, please refrain from discussing the matter during
WECC meetings and other WECC-related communications. You should also
ensure that WECC procedures are followed in conducting WECC business.



WECC Board Guidelines

Background, Principles, and Purpose

Background: The WECC relies on the contributions of its members, working through
various committees, subcommittees, task forces, work groups, and other bodies
(collectively, “member groups”) to develop recommended WECC practices, policies,
rules, criteria, and standards (collectively, “WECC standards”). The final responsibility
for evaluating, adopting, and modifying recommended WECC standards rests with the
WECC Board of Directors (the “Board”).

Principles: The WECC Board Guidelines set forth below are intended to further the
following core principles:

A. Board decisions concerning WECC standards should be well-informed. The quality
of the Board’s decision-making process will be enhanced by promoting transparency into
the development of WECC standards recommendations — how the underlying problems
were defined, what alternative solutions were considered, the level of member
participation in developing recommendations, the level of consensus among members
with respect to a given recommendation, and the expected impact the implementation (or
modification) of a given WECC standard will have on members, energy consumers, and
the WECC itself.

B. Transparency related to the development and adoption of WECC standards is
important for members as well. WECC members will benefit from access to the same
types of information needed to support well-informed Board decisions. Transparency
will enable members to better understand the process and logic that underlies WECC
standards. Better information will also facilitate more meaningful member input to the
Board with respect to important Board decisions.

C. An important indicator of the WECC's success as an organization is the level of
support and consensus among its members with respect to core WECC activities and
standards. The more the WECC is able to build member support and consensus for its
mission and activities, the more successful it will be. Seeking member consensus is an
important element of the WECC standards development process.

D. Itis important for the Board and the members to have a meaningful understanding of
the practical implications of adopting, modifying, and implementing WECC standards.



Purpose: These WECC Board Guidelines provide common guidance to all WECC
member groups to assist them in carrying out the principles listed above. All member
group activities that result (or could reasonably be expected to result) in
recommendations to the Board are subject to these WECC Board Guidelines.

Specific Guidelines: All member groups are expected to:

1. Develop a clear statement of the underlying problem or issue to be addressed in order
to have a common understanding among the members of the problem or issue.

2. Maintain clear written records of group progress and decisions in sufficient detail to
enable non-participating members, as well as the Board, to be well-informed about the
group’s goals and activities.

3. Using established WECC notification procedures, provide timely updates to members
on current work status and future work schedule, together with instructions for providing
member input (consistent with the WECC *“due process” requirements under Bylaws
section 8.5.6).

4. Seek to build broad consensus among the members concerning how best to implement
proposed solutions. Give appropriate consideration to potential alternative solutions and
work to address minority opinions to the extent feasible.

5. Work to foster integration across WECC activities and standards so that they are
consistent and complementary.

6. Consider how proposed solutions are likely to affect the operational and business
needs of the WECC, its members, and the energy consumers they serve. If
implementation of a proposed solution is likely to impose significant costs on the WECC,
WECC members, or the energy consumers they serve, provide high-level evaluation of
how probable costs might compare to expected benefits.

7. Provide thorough analysis (in a form suitable for posting on the WECC website)
supporting any recommendation ultimately submitted to the Board, including, as
appropriate, brief summaries of alternatives considered and efforts to address significant
minority views.

Approved by the Board of Directors April 21, 2004



WECC role: Regional Transmission Planning e

As proposed by PacifiCorp Agenda Item XIL.A

Board of Directors Meeting
July-28-29:2005

Three roles that WECC should play

Manager for west-wide planning data base
Manager for west-wide planning process
Lead for west-wide planning analyses and studies

Scope

West-wide data base, west-wide planning process, and studies with west-wide
implications

Draws from and informs sub-regional and detailed project studies

Replaces SSG-WI planning role after the 2005 planning program

Steered by cross-section of state energy offices, regulators, transmission
providers/operators, LSE’s, and developers
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WECC roles

As proposed by PacifiCorp

Role 1: Manager for west-wide planning data base

Forge agreement on key assumptions and data
Continuous workload, with key involvement by regional experts

Includes production cost simulation data (loads, generating resource assumptions, fuel
prices, transmission representation) and fixed cost components

Also includes data for reference cases and transmission/resource scenarios
Builds on existing WECC data collection processes
Database must be broadly reviewed, portable, reciprocal, publicly available

Role 2: Manager for west-wide planning process

Ensures the planning process is . . .
Well planned, rigorous, and well communicated
Impartial, transparent, and inclusive
Respectful of confidentiality

Coordinated with federal and state/provincial energy departments, regulatory bodies, tribal
governments

Coordinated with sub-regional and project-specific studies

H:Strategic Analysis\Work in Progress\Regional Planning\Elements of planning for WECC Board 07262005 2



WECC role

As proposed by PacifiCorp @)

Role 3: Lead for west-wide planning analyses/studies
Developing and adopting analytical methods
Adopting and implementing modeling tools
Developing reference cases
Providing analytical support as transmission and resource scenarios are developed
Performing economic and market analyses of scenarios
Presenting findings

WECC role should not include:

Conducting sub-regional or detailed project-specific studies
Prioritizing and advocating projects
Developing or advocating cost allocations

Planning process does not develop or advocate cost allocation criteria

Although modeling must quantify economic gains and losses (probably by area and by load and
generator category) -- to inform potential sponsorship and project ownership

Providing mechanisms to obtain funding
Assigning transmission rights
Providing back stop authority

H:Strategic Analysis\Work in Progress\Regional Planning\Elements of planning for WECC Board 07262005



Transition priorities

Data base would be updated in 2006 with scenario studies run in 2007

Assume role of database manager (oec 200s)
Finalize transfer agreement with PAC
Transfer database
Assemble steering team
Assign staff
Hire contract data service (opt.)
Design the data base update process

Adopt methodology for economic analyses (raii 2006)
SSG-WI methodology a good starting point
Consider moving to California’s TEAM
Adopt and expand modeling capabilities

Design next West-wide planning process (oec 2006)

Establish clear goals and deliverables
Reconcile scope and role of WECC and sub-regional studies

H:Strategic Analysis\Work in Progress\Regional Planning\Elements of planning for WECC Board 07262005



Production Cost (VOM) Comparison

Illustrative example — 2013 test year

Western Interconnect Production Costs (VOM) ($Millions)

Recommendation 2 - $18,458

Recommendation 1 $19,780

IRP Based Case $20,046

All Gas Reference $21,018

$18,000 $18,500 $19,000 $19,500 $20,000 $20,500 $21,000 $21,500
$ Millions

H:Strategic Analysis\Work in Progress\Regional Planning\Elements of planning for WECC Board 07262005



Distribution of Economic Gains & L.osses

For illustrative purposes only - 2013 test year

RMATS Recommendation 1 vs IRP-Based Reference Case

Load Cost

Generator
Gross Margin

($MM) ($MM) at generation node x hourly LMP, summed for 2013
Rocky Mountain States 5 294 (generator revenue), less annual fuel & other VOM
NWPP- US (65) (/8)] costs
NWPP- Canada (20) (20)
Mexico- CFE (1) (1)
California (54) (110)
AZ,NM & S. NV (9) (9)
Total (145) 77
Recommendation 1 vs All Gas Case Reference Case
Generator
Load Cost Gross Margin
($MM) ($MM)
Rocky Mountain States (123) 983
NWPP- US (128) (161)
NWPP- Canada (37) (35)
Mexico- CFE 1 1
California (92) (76)
AZ, NM & S. NV 0 0
(377) 712

H:Strategic Analysis\Work in Progress\Regional Pl

Load Cost is hourly demand (MWh) at each load
node x hourly LMP ($), summed for 2013

Generator Gross Margin is hourly generation (MWh)

Total
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