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COMMISSION PROVIDESADDITIONAL DIRECTION AS
WESTERN PROPOSAL MOVES FORWARD

The Federd Energy Regulatory Commission today agpproved many aspects of aplan
for development of aregiona transmisson organization (RTO) in the West.

Chairman Pat Wood, 111 commented: "Electric power isavita energy source for
American homeowners and a key driver of our economy. We cannot afford a fragmented,
antiquated grid. Regiond transmission organizations, complemented and buttressed by
trangparent rules, will ensure nondiscriminatory access and will provide the best framework
for meeting the needs of our citizens and our indudtries. | am delighted that dl the parties
in the West have worked so hard to achieve an outcome that will satisfy both nationa and
regional needs.”

In connection with RTO West, a proposd that would span eight western states, the
Commisson gpproved the mgority of thefiling, including:

*agpprova of agovernance proposd;
*gpprovd of license plate pricing, including the length of the tranamisson period;

*gpprova, with modification, of the congestion management proposd reflecting
the use of locationd pricing and financia options to hedge congestion charges,

*gpprova of cataogued transmission rights with voluntary contract conversion;
and,
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*gpprova, with modification, of the planning and expansion proposa.

Additiona discussons among stakeholders were ordered under the auspices of the
RTO West Regiond Representatives Group (RRG) and technica conferences with
Commission gaff. Such collaboration will help darify such sandard market design
(SMD)-rdlated matters as congestion management, scheduling protocols, facilities, and
catdoguing of transmisson rights. RTO West will need to address existing contractua
relationships and the operating characterigtics of the extensve hydrodectric generation in
the Northwest aswell as the functioning of therma and nuclear facilities to completeits
market design.

Although SMD currently is aproposd and the industry has not yet filed formd
comments on the proposd, the Commisson neverthel ess believed that the conceptua
congtruct of SMD contains principles that are consstent with the proposed devel opment of
RTO West. Becausethere isabroad overlap of issues between the SMD proposa and the
RTO We4 filing, the Commission looks at the comprehensgive filing as both informing and
being informed by the proposed rule.

RTOs are devel oping throughout the United States as a means to remedy economic
inefficiencies that ssem from the lack of regiona coordination and undue discrimination
that currently mar the nation's transmission grid. The Commisson has stressed that
adequate infrastructure, balanced market rules and market monitoring are essentia to a
genuingly competitive dectric market.

Panning, expangon potentid and market monitors must be fundamental eements
of each RTO, as detailed in the Commission's Order No. 2000, the ground-breaking rule
that focused attention on the need for regiona coordination. When the SMD find ruleis
issued, it will provide clear market rules, complementing Order No. 2000.

Today's RTO West order aso:

. directs the applicants to file, within 120 days, the proposed RTO tariff, a detailed
ancillary services proposd, and alig of ther tranamission facilities,

. gpproves, with modifications, the proposed single RTO West market monitoring
unit, subject to the SMID rulemaking;

. directs gpplicants to discuss with state representatives their participation in the
planning and expangon process, and,
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. defers action on Canadian participation, while strongly encouraging the Canadian
entities to participate in the regiond organization.

The Commission noted that BPA is centrd to the viability of RTO West, and
strongly encouraged the ongoing efforts to ensure BPA's involvement consstent with its
mandate.

The proposed SMD rule was issued July 31. Comments are due by November 15
and reply comments by December 20.

RTO Wes, anon-profit organization, spans al or parts of Washington State, 1daho,
Montana, Oregon, Nevada, Wyoming, Utah, and asmdl part of northern California near the
Oregon border. Applicantsinclude Avista Corporation, the federa Bonneville Power
Adminigtration (BPA), Idaho Power Company, NorthWestern Energy, L.L.C. (Formerly
Montana Power Company), Nevada Power Company, Pacificorp, Portland General Electric
Company, Puget Sound Energy, Inc., and Sierra Pacific Power Company. Canada's British
Columbia Hydro and Power Authority also joined in the gpplication, but Canadian
participation is il being negotiated.
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