V. DENISE SAUNDERS, P.C.
Attorney at Law

P.O. Box 1416 Telephone (541)752-9060
Corvallis, Oregon 97339 Facsimile (541)752-4353

E-FILING

December 7, 2001

David P. Boergers

Acting Secretary

Federd Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

Re  AvigaCorporation, et.al.
FERC Docket No. RT01-15-000, et. al.

Dear Mr. Boergers.

Enclosed for filing please find Portland Generd Electric Company, Nevada
Power Company, Sierra Pacific Power Company and The Montana Power Company’s
Comments On Wholesde Market Activitiesin FERC Docket Nos. RT01-15-000, RTO1-
35-000, RT01-85-000, RT02-1-000, and EL02-9-000. Hard copieswill be served on dll
parties on the officid service ligt in these proceedings.

Thank you for your assistance.
Sincerdly,
Denise Saunders s/
V. Denise Saunders, P.C.
VDSbg
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COMMENTSON WHOLESALE MARKET ACTIVITIESSUBMITTED BY
PORTLAND GENERAL ELECTRIC COMPANY,
NEVADA POWER COMPANY, SIERRA PACIFIC POWER COMPANY,
THE MONTANA POWER COMPANY
Portland General Electric Company (“PGE”), Nevada Power Company (“Nevada
Power™), Sierra Pecific Power Company (“ Sierra Pacific”), The Montana Power
Company (“Montana Power™) are filing these comments in response to the Commisson’s
Notice Inviting Comments on Wholesde Market Activities dated November 20, 2001

(the “November 20 Notice’). PGE, Nevada Power, Serra Pacific and Montana Power
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are transmisson owners and Filing Utilities in the proposed formation of aregiond
trangmission organization in the Pacific Northwest (“RTO West”).! In addition, PGE,
Nevada Power, Sierra Pacific and Montana Power and one other RTO West filing utility?
have proposed to form an independent transmission company, TransConnect, LLC, that
would operate within an RTO in the Western United States:

The Commission has requested comments on how eight specified wholesdle
activities should be gpportioned among separate organizations within an RTO region. As
explained further below, PGE, Nevada Power, Sierra Pacific and Montana Power believe
that market monitoring activities should be performed by an organization thet is
independent of RTOs and other market participants. It is PGE, Nevada Power, Sierra
Pacific and Montana Power’s belief thet al of the other activities listed in the November
20 Notice can be performed by an RTO.

l.
Market Monitoring Should be Performed by
an Organization that is Independent of RTOs

PGE, Nevada Power, Sierra Pacific and Montana Power believe that in order to
effectively monitor and prevent market power abuses and market design flaws, the
market monitoring function must be performed by an organization that isindependent
both of RTOs and market participants. Thisisa postion supported by the mgority of
participants in the FERC Electricity Market Design and Infrastructure workshop held in

October of thisyear.* We believe that the evaluation of the structure of power markets

and the palicing of market power lies outside the RTO’ s province as the operator of a

! See Avista Corporation, et. al., Docket No. RT01-35-000

2 Avista Corporation

3 See Avista Corporation, et. al., Docket No. RT01-15-000

4 See, Saff Summary of Discussions, Docket No. RM01-12-000, p. 16.
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tranamisson system. In addition, since part of the market monitoring function is
anticipated to include monitoring the performance of the RTO, it is not appropriate or
effective to put an RTO in the position of monitoring itsdf.

PGE, Nevada Power, Sierra Pacific and Montana Power do not agree with those
who suggest that market monitoring could be performed by anon-profit RTO. A nor:
profit RTO isin no better position to objectively monitor its own performance thanisa
for-profit RTO. In addition, to the extent a nonprofit RTO participatesin the market asa
buyer and sdller of ancillary services, it has the same incentive to protect its asset and
investment interests, as does a for-profit RTO. Findly, if the market monitor is given
enforcement authority then the exercise of such enforcement authority could raise
conflict of interest concernsif performed by either anon-profit or for-profit RTO. For
these reasons, the market monitoring function should be provided by an organization that
isindependent of the RTO.

It isimportant that the independence of the market monitor exist both in terms of
governance and financing. If a market monitor has any requirement to report to an RTO
Board or if the market monitor is financed by the RTO, then its independence and
objectivity may be questioned. To betruly effective, the market monitor should be
governed by a Board that isindependent of the RTO and market participants. It should
aso be financed in an objective manner — perhaps by the impaosition of afee on al power
transactions.

PGE, Nevada Power, Sierra Pacific and Montana Power suggest that it would be
mogst effective both in terms of cost and performance for each of the four regions

identified by FERC to have one independent market monitoring organization. Thisis
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particularly true in those regions, such as the West, where there may be more than one
RTO providing services over one interconnection.

A mgority of the participants at the FERC Workshops stated that market
monitoring units should be able to share information directly and fredy with the
Commission and State Commissions and not be subject to ex parte restrictions® We
agree and would, in fact, go even further and support the concept of the market monitor
being afunction of FERC. At the very leadt, we believe that thisis an areain which
FERC, in coordination with the State Commissions and other federa authorities, should
continue to play a strong oversight role.

.
Other Wholesale Market Activities Should be Provided by RTOs

If an independent market monitoring organizaion isin place, then dl of the other
activities referenced in the Commission’s November 20 Notice should be provided by an
RTO. Inorder for an RTO to provide transmisson servicesin a manner that is both
efficient and codt effective, it is essentid that it have primary respongibility for dl of the
activities except market monitoring. Thisis true whether the RTO isfor-profit or non
profit. Some have noted that a for-profit entity may have the right incentivesto invest in
Il
congestion-relieving infrastructure® Similarly, we believe that it is possible to structure
an eficient planning structure within anon-profit RTO and we note that TransConnect (a
for-profit ITC) has proposed to share the planning and expanson activities with RTO

West (a non-profit RTO) or another RTO within which it operates.” What isimportant is

> |d.
® |d. at p.6.
" Application of TransConnect, LLC, Docket RT01-15 at p.22 (11/13/01).
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that planning and expansion and the other activities referenced in the November 20
Notice (except market monitoring) should be the respongibility of the RTO, and not some
other organization.

1.
Conclusion

In conclusion, PGE, Nevada Power, Sierra Pacific and Montana Power believe
that market monitoring activities should be performed by an organization thet is
independent of an RTO, regardless or whether an RTO isfor-profit or nonprofit. All

other activities identified in the Commission’s November 20 Notice should be performed

by an RTO.
Respectfully Submitted,

PORTLAND GENERAL ELECTRIC NEVADA POWER COMPANY
COMPANY and SIERRA PACIFIC POWER
By Stephen R. Hawke By Gary Porter
Stephen R. Hawke Gary Porter
Vice Presdent Delivery System Planning Executive Director Transmisson

& Enginesring

THE MONTANA POWER COMPANY

By Ted Williams
Ted Williams
Director Tranamisson Marketing

\\LGL\G1\MS WORD\V DS005213 RTO West\Comments 12-7-01F.doc
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CERTIFICATE OF SERVICE
| hereby certify that copies of the foregoing Portland Generd Electric Company, Nevada
Power Company, Sierra Pacific Power Company and The Montana Power Company’s
Comments On Wholesde Market Activitiesfiled in FERC Docket Nos. RT01-15-000, RT01-35-
000, RT01-85-000, RT02-1-000, and EL 02-9-000, have been served on al partiesindicated on
the officid serviceligt for this docket. Service was effected by placing copiesin properly

addressed sealed enve opes and depositing the envelopes in the United States Mail with firgt-

class postage prepaid.

Dated this_7'" _ day of December, 2001.

Denise Saunders

V. Denise Saunders, OSB No. 90376
Attorney for

Portland Generd Electric Company
Portland Generd Electric Company
121 SW Salmon Street, IWTC 1301
Portland, Oregon 97204

(541) 752-9060 (tel ephone)

(541) 752-4353 (telecopier)




