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RUCO’S PROPOSED FINDINGS REGARDING NEED

As required by the October 10, 2006 Procedural Order, the Residential Utility Consumer
Office (‘RUCQ”) has met with the Southern California Edison (“SCE” or “Company”) and other
parties to confer with a view to preparing a mutually acceptable form of a Certificate of
Environmental Compatibility (“CEC”). Unfortunately, RUCO and the Company were not able to
agree on mutually acceptable findings regarding need for the project. As indicated in RUCO’s
Closing Brief filed simultaneously with this document, RUCO has not taken a position on
whether or not the Arizona Power Plant and Transmission Line Siting Committee
(“Committee”) should issue a CEC. However, if the Committee does conclude that there is a
need for the project, RUCO offers the following proposed finding of need for the Committee’s
consideration. These proposed findings are based on a proposal that SCE had provided to the

parties prior to the meeting in an attempt to reach agreement on terms. RUCO understands
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that the Company may be proposing findings that differ somewhat from those it initially

proposed, in part at least to accommodate some of RUCO’s concerns. The footnotes will
indicate RUCO’s understanding of the nature of the disagreement between RUCO and the

Company, and briefly explain the reasoning for RUCO’s preferred alternative language.

RUCO’S PROPOSED FINDINGS

1. The Project reduces congestion on Path 49 between Arizona and
California. The need to reduce this congestion has been identified by
the Department of Energy, various regional planning groups, and the
Applicant. The regional planning groups and the Applicant have
confirmed that the Project will reduce this congestion. Reducing this
congestion strengthens the Southwestern transmission grid.

2. The Project will permit’ underutilized power plants in Arizona to sell
additional power, particularly during the off-peak seasons and off-peak
hours. Currently, while there is excess generation in the Palo Verde
area year-round, Arizona utilities believe the current peak excess may
be utilized as soon as 2011. However, even at that time, there will
continue to be excess merchant and utility generation during the off-
peak hours and seasons. The ability to use the excess non-peak
capacity also may? encourage investment in and help defray the costs
of new resources that will be needed to meet Arizona’'s growing peak

loads.

! RUCO’s proposed wording avoids the characterization that Arizona generators have a “need” to sell excess

power. RUCO believes that the “need for an adequate, economical and reliable supply of electric power” that A.R.S.
40-360.07(B) requires be balanced against environmental impacts refers to consumers’ need for electricity, not
producers’ need to sell electricity.

: RUCO proposes that the Findings not conclude that certain things “will” happen, as SCE proposes, but instead
indicate that they “may” or “could” occur.
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10.

The Project will also help meet California’s need for diverse, cost

effective resources. Particularly in off-peak periods, the Project will
allow California access to excess lower cost resources from more
efficient plants thereby reducing costs to California consumers and
providing a more diverse and environmentally compatible portfolio of
energy resources.

The Project may® enhance reliability, especially in emergency
situations.

The Project will increase power pooling.

The Project will result in economic and fiscal benefits from construction
and increased state and local taxes.

The Project will help maintain greater liquidity at the Palo Verde Hub
and thereby reduce transaction costs for Arizona utilities.

The Project may* result in greater fuel and load diversity for Arizona.
The Project may® improve Arizona generation investment climate
thereby reducing the cost of building or procuring the additional
generation supply Arizona will need to serve its growing load.

The Project will increase resource utilization, including the increased
opportunity for Arizona utilities to make off system sales so that some
of their costs will be paid by California customers resulting in lower

cost to Arizona customers.

See footnote 2.
See footnote 2.
See footnote 2.
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11.

12.

13.

14.

15.

16.
17.

The Project will improve Arizona’'s and the region’s access to

renewable resources.

The Project complements Arizona interstate transmission projects such
as Trans-West Express and Project Zia.

The Project enhances interconnection opportunities (e.g., at
Harquahala Junction Switchyard).

Planned development of Arizona natural gas transmission and storage
facilities could® more than offset the increase in Arizona natural gas
usage resulting from increased utilization of generating facilities.

The estimated increase in Arizona utilities’ production costs reported in
the Applicant's report to California Independent System Operator
(CAISO) is minimal, less that 0.2% of the Arizona utilities’ annual
costs. Moreover, this report is based on assumptions about Arizona
utilities buying all energy on the spot market and Arizona requiring that
all future generation be built by merchant companies, not Arizona
utilities. If these two assumptions are adjusted to comport with Arizona
realities, the estimated production cost increases will be even smaller if
not entirely offset.

7

The Project results in emission reductions regionally, including CO2, a

greenhouse gas associated with global warming, because newer,

6
7

See footnote 2.

RUCO recommends that the CEC make no finding comparing the magnitude of the Project’s economic
benefits to its economic costs, as both the costs and benefits are inherently speculative. RUCO therefore omits SCE’s

proposed Finding number 16.

4-




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

cleaner, and more efficient plants are being utilized more, and older

and less efficient plants are used less.®

18. The estimated increased power production from Arizona generating
plants resulting from the Project will be within the air emission and
water use limits that the Siting Committee, ACC and pertinent
environmental agencies have determined are environmentally
compatible.

19. Numerous power plants have been built in California from 2001 to
2005 totaling over 13,000 MW of new generation. A significant number
of new generating plants are expected to be built in California in the

near future.

§ RUCO’s language here omits certain language that SCE had originally proposed. RUCO understands that SCE

may be combining Findings 17 and 18 in an attempt to accommodate RUCO’s concern with the language it omitted,
although RUCO has not seen such revised language and takes no position on it.
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RESPECTFULLY SUBMITTED this 27" day of November 2006.
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1200 West Washington
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*Timothy M. Hogan

Arizona Center for Law In The
Public Interest

202 E. McDowell Road, Suite 153
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*Thomas W. McCann, Esq.
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Tucson, Arizona 85701

*Jay L. Shapiro
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Phoenix, Arizona 85012
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