JOIIVAGC EWIEIEYS
[ENOEISPECUVE:

Bob Rowe, Chairman

Montana Public Service Commission

Eor Energizing the Nerthwest, Today and TTomorrew.
Portland, OR

September 28, 2004

browe@state.mt.us

—



WigyReerwe: gg:'ussmg-ﬂil‘f* —

SNICIEESInG Independent OENEato);: .

— No ogliejiilgghions=aye

=RV EVAGImay not adeguately’ address system needs such as reactive power
EEESING nUMBEr and velume of transactions, evVen on
vericallyAintegrated system

HEIITET ibaion, uncertainty, competition, decreased

COOp eration between companies

SSApparent mismatch between generation and transmission

== _:::5 ,gtem
= _ Cap Ex for generation outstrips transmission (but note bulky investment
= === (05)

= _ Possible underinvestment in transmission alternatives as well

— Need affected by future supply scenario — gas, central station,
renewable, efficiency and demand response

s Need to account for transmission externalities and alternatives

e Because our families and friends find it such fascinating dinner
conversation

* Q: Which are western and northiwesterrn ISSUes? 2
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= %*ourm ZEEQUACY,
SEREliability overS|ght

e Warket n bﬁltorlng
~ & Cor ésflon monitoring
jftqad management/Demand response coordination
= Interconnection
- * Regional environmental issues (air, water)

® Tracking emission or energy credits, implementing “green”
programs

* Coordination with natural gas system
e Again: Which are western and northwestern issues?
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Trzlcite a/ State Role'in ensur o _—
WEnsmission adEﬁuacy ——

SNl Anoertheleoaloh]ioation o, Serne,
standard,  therretail/lead serving! utility has the duty to
SSUENESoUrces; Including transmission, are adeguate
vv]th [ESpect to reasonable expected demand.

//r"ﬁ 78/ (@nd! continuing) role of the state
commissions to ensure the retail utility addresses
..._'-;-"'e e adeguacy, Including transmission adeguacy, in
; ost effective manner.
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~ & Jjools available to state commissions include cost of

-~ service reviews, operational audits, integrated resource
plan requirements, reliability requirements, default
supply plans, and others.

e Tevya haa a point.
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EIErOyAPolicy Act.0fi 1982 -

EERGIONdErsi— 886/889; 2000, 2003(a) & (K

SoRUECISIoNS — NSP vs. FERC (8t Circuit) , Supreme

sl decision on New York vs. FERC

SIVIDING bR & WMP White Paper

SAUOUST 14, 2003 Blackout

.-J—.-Jk j-federal energy legislation? DOE Designation of
atlonal Interest Electric Transmission Bottlenecks?

—':-_‘ fGenera//y greater federal policy direction, increased
~~ opportunity for federal-state tension, with some extreme
Uncertainty right now

® Generally— greater attention to transmission and
wholesale issues, even for vertically-integrated systems

e Generally— greater concern about cross-border
“spillovers” (CA to NW: “Oops, sorry about that!™)
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Battle o the headlines: Four -
(UIREYEIS andraweddingZassss —

SRS/ MDAV EERC AR eears [So/ast year;
> Fadarzl 299 Sl gk Elig Ffl Lzl

SN VD= eapo/ O 1114ss PreempLon’

=NV eneamen/ RO participation

= Still tc jprescriptive, Intrusive and presumptive,

e.g. =RC hires electrical engineers for new reliability unit (without new legislative
Lalthorty for reliability)

S==Cive £ Enough Rope!”

= —

e ~— If states don’t act, will FERC have justification to re-impose SMD,
= new reliability/adequacy standards, or something similar?

s Assume Away The FERC!”
— What do we consider our problems to be?

— How can we best handle them?

— Better, If it works, but still areas where states look to feds for
action

e “Arrangead Marriage Works Better Than Couple Expected”
— We have to live together; let’s figure out how to make it work 6
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SHENING IESOUIGES

Jeiingracvantage ol panticuiar competenciessin each
OEULNENR

iilering) policy to specific circumstances.

J\ 21sity, benefit of experimentation (“States as

- oratorles”)

____: =-0‘mpet|t|0n among states or reglons promote

...:,_ ~economic development by creating certain policy
- MIXES.

= Reducmg risk of error, especially in the early stages
of policy implementation.

— Clivic participation, with decision making as close to
citizens (and customers) as possible.
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prér* ent }__ e

wlitys Regulatory, Pollcy Act, amended by
y Policy Act.

— C on., 855 sets standards that state PUCs must
- cor S|der N a hearing-type format within a certain

= ;—-E-' ﬁ e
"*PUC may reject, modify, or accept, as long as they
~ consider.
& “The states adid the work and the federal
government received the benefits of a relatively
seamiess set of coherent and consistent enerqgy.

policies covering all states.”
- Dr Rav | awton (NRRI)
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Coogefeiiie federallsm —

ey examﬂ%*

SRREZSONS 01 stceess (LLawion)
pdards — no need to “reinvent the wheel.”

L Brocess — parties’ confidence in data and fair
sconsideration.

: -f.:*=='r tate erX|b|I|tv Feds may participate in state
— *proceedlngs but may not preempt or review.

- = Participation — public participation widely encouraged.
— Produced a coherent set of state energy policies.
— Little enduring federal-state disagreement.

® Can we achieve these in current environment?
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- Vay?

OplivIs for Cooperative decision-making?

- 5 e _ mplement Federal standards; PURPA model;
ooss IFinterconnection policy.
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== E—. "States supplement “baseline” Federal standards;
: os§ble for consumer protection policy.
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e  States authorized to form regional institutions to
Implement collective oversight; possible for transmission
related issues.

sStrategy for recognizing/protecting non-jurisdictional
entities? %
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SN COSIdEr Bettoms-Up approaches, driven from within the regio
B:IJJJ If] r<~g onal reliability councils, CREPC WGA

\/\/J
oS rro" MISO/OMS
°  Sielfmyyie fr‘UJG [’Structure
> WhHo OrlrFJfJgf
SNDECISIONEMaking rule’)
= Reg Jof.u accountability
S'NG one in the NW voted for the Governor or Legislature of California
-—_WF 2 egal form?
T F entify regionallissues — not necessarily FERC’s list
‘iqi-}lEﬂtlfy regional strategies — not necessarily FERC’s list

'Iﬂent1fy where states have sufficient authority, and where Congressional or
~ FERC action is required

- — State authority to approve utility actions?

— State authority to participate in regional bodies, express or implied?
e \Ways appropriately to incorporate non-jurisdictional entities?

— Preserving regional benefits for the region
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“No control area is an island,

entire of itself;
every LSE is a piece of the continent,

a part of the grid.”

Paraphrasing John Donne, 1623
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