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Re: SCE Devers-Palo Verde Transmission Project,  Docket No. L-00000A-06-0295-00130

Dear Chairman Gleason and Commissioners ,

This  le tte r is  a  follow up to my December 13, 2007 le tte r and conta ins  additiona l informa tion
on issues  ra ised a t the  public witness  tes timony period for the  above  re fe renced project. As I
s ta ted in my las t le tte r, the  CPUC strongly supports  a  collabora tive  approach to dea ling with
regiona l energy planning for the  weste rn grid and we  a re  more  than happy to provide  the  ACC
with information to a ss is t you in your decis ion-maldng process . At the  October 30, 2007
ACC meeting, severa l questions  were  asked by one  or more  ACC Commissioners  of CPUC
Commissioner Dian Grueneich who appeared before  you. The  CPUC sta ff has  ga thered the
following information and is  pleased to respond to your questions  through this  le tte r as  we
unders tand tha t the  ACC s ta ff is  mee ting with SCE to discuss  potentia l modifica tions  to the
Devers -Pa lo Verde  transmiss ion project. I and my fe llow CPUC Commiss ione rs  continue  to
s trongly support the  SCE project and ask the  ACC to reconsider its  position.

Questions were  ra ised on each of the  following topics . Some of these  questions were
addressed in my December 13, 2007 le tte r to each of you regarding California 's  ambitious
plans for additional genera tion, energy efficiency and demand side  management programs .
(A copy of this  le tte r is  a tta che d for your conve nie nce .) Additiona l informa tion
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supplementing CPUC Commissioner Grueneich's  s ta tements  responding to your questions is
provide d be low.

Ne t Ge ne ra tion Ins ta lle d in Ca lifornia

California  genera tes  about two thirds  of its  consumed e lectricity in-s ta te  and imports  about
one-thiril from out-of-s ta te  genera tors . To comple te  the  ene rgy picture , Ca lifornia  produces
in-sta te  13% of the  na tura l gas  it consumes and imports  87% from out~of-s ta te  production
areas . As California  has  deregula ted its  energy industry, the  CPUC no longer requires  the
utilities  it regula tes  to build a ll genera tion needed for customers  but approves  procurement
pla ns  which
depend not only upon genera tion built and owned by the  utilitie s  but Finn, long-te rm contracts
with other genera tors as well as  energy efficiency and demand side  management programs.
(See  a ttached Dec. 13 le tter.)

The  Ca lifornia  Energy Commiss ion issues  pe rmits  for the rmal powerplants  50 MWs or la rge r
s ite d within Ca lifornia . The  owne r of a  CEC pe rmitte d ove rpla nt s ite  ofte n de pe nds  upon a
long-te rm power sa le s  agreement with a  CPUC-regula ted utility or a  municipa lity to secure
financing. Thus , the  CPUC's  procurement decis ions  can a ffect the  pace  of ove rplant
cons truction both within and outs ide  of Ca lifornia .

Record Evidence  in CPUC Proceeding for Devers-Pa lo Verde  Transmiss ion Project

SCE did not submit in our proceeding and the  CPUC accordingly did not re ly upon evidence
showing cons truction, tax, liquidity and dive rs ifica tion bene fits  to Ca lifornia  ra tepaye rs . As
the  primary purpose  of the  project is  to a llevia te  congestion on the  exis ting transmiss ion pa th
between Phoenix and southern California  our proceeding focused upon a  cost-benefit ana lysis
of surplus energy tha t could be  transported during off-peak and off4seasonal times from
exis ting southwest re sources  to Ca lifornia . If we  had included construction, tax and othe r
benefits  in our ana lysis , the  record supporting construction of the  Devers-Pa lo Verde  project
would have been enhanced.

Na tura l Gas  Transported by EPNG to Arizona  and Ca lifornia

E1 Paso Natura l Gas Company (EPNG) is  one  of the  largest intersta te  natura l gas pipeline
companies  se rving Ca lifornia , Arizona  and other southwest s ta tes . EPNG's  sys tem today is
used to transport s ignificant volumes  of na tura l gas  to both Ca lifornia  and Arizona . While
EPNG his torica lly was  the  ma jor inte rs ta te  pipe line  se rving Ca lifornia , today it is  one  of four
inte rs ta te  pipe lines  to Ca lifornia  and much of the  capacity of the  EPNG system, which
formerly se rved Ca lifornia , now se rves  the  growing demand in Arizona  and othe r
southweste rn s ta tes . In addition, Arizona  has  benefited from EPNG's  most recent expansions
within Ca lifornia  a nd to the  Ca lifornia  borde r. Fina lly, southe rn Ca lifornia  ha s  s ignifica nt
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storage  facilities  tha t have  he lped prevent constra ints  on the  EPNG pipe line  in the  past during
winte r and summer peak conditions . Without these  s torage  facilities , the  southweste rn na tura l
gas  marke t would not have  sufficient pipe line  capacity to meet the  peak demand in a ll of our
s ta te s . Moreove r, in 2008, the  Southe rn Ca lifornia  Gas  Company will file  an applica tion to
provide  off-sys tem gas  transporta tion which could a llow access  to Ca lifornia  s torage  facilitie s
for Arizona  cus tomers . There fore , Arizona  has  enjoyed substantia l indirect benefits
a ttributable  to the  California  na tura l gas  s torage  system, and could enjoy direct benefits  in the
near future .

Ca lifornia  Re vie w a nd Approva l of LNG Proje cts

Severa l LNG projects  have  been proposed to meet California 's  and the  Southwest's  ongoing
need for na tura l gas . Only one  of these  projects  is  under construction, Sempra 's  Costa  Azul
rece iving s ta tion in Ba ja  Ca lifornia , Mexico. Once  Cos ta  Azul achieves  commercia l
opera tion

and the  firs t LNG tanker de live rie s  a re  made , regas ified LNG may How from Costa  Azul
through na tura l gas  pipe lines  in Ca lifornia  to the  Arizona  marke t a s  ea rly as  2009. For
example , the re  is  a  direct link from Ba ja  Ca lifornia , Mexico to Ehrenberg, Arizona  .on the
North Ba ja  P ipe line .
The CPUC recognizes the  need for LNG supplies and has opened a  rulemaldng to consider
long-te rm contracts  tha t will be  essentia l to a ssure  de live ry of LNG to Ca lifornia  and othe r
s ta tes . Once  aga in, Ca lifornia 's  long-te rm procurement decis ions , as  de te rmined by the
CPUC, will a llow inves tment and construction of the  needed infras tructure .

: U p

As you might imagine , the  pe rmitting of a  LNG rece iving s ta tion in proximity to any urban
popula tion needs to be  closely examined by the  responsible  federa l, s ta te  and local authorities .
While  the  CPUC does  not have  primary s iring authority or jurisdiction ove r LNG facilitie s ,
we  have  publicly expla ined the  need for LNG supplies , which would be  ava ilable  to
California  and other s ta tes .

CPUC Policy on Double  Circuit Transmiss ion Towers

The  CPUC's  genera l orders  regarding the  construction of transmission line  towers  do not
favor s ingle  or double  circuit towers . However, given the  need for additiona l e lectric
transmission capacity, we would expect both options to be  considered and evaluated by an
applicant seeking our approva l of a  major transmiss ion project.

Air Conditioning Demand Response  Programs

The  CPUC in coordina tion with the  CAISO is  implementing demand response  programs
which include  cycling of a ir conditioning units . For CPUC regula ted utilitie s  demand
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response programs are expected to reduce peak demand by nearly 1800 MWs. (See attached
Dec. 13, 2007 letter.)

The  CPUC respectfully asks  tha t tha t the  ACC take  officia l notice  of this  le tte r pursuant to
R14-3-l09(T)(4)-(5) so tha t it may be  included in the  ACC record for the  Deve rs -Pa lo Verde
project. We re ite ra te  our s trong support for SCE's  transmiss ion project and ask you to
reconside r your pos ition on this  ma tte r

Ve ry truly yours

MICHAEL R. PEEVEY
President

Attachment

cc. Pa llie s  to SCE Devers-Pa lo Verde  applica tion
Randolph L. Wu, PUC Genera l Counse l
Sean Ga llaghe r, PUC Director Ene rgy Divis ion
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December 13, 2007

The  Honorable  Mike  Gleason
Arizona  'Corpora tion Commission
Commissioners  Wing
1200 w. Washington, 2"'* Floor
P hoe nix, AZ 85007

Dear Chairman Gleason:

Ca lifornia  wishes  to work collabora tive ly with your agency and with your s ta te  on mutua lly
beneficia l energy projects . wanted to take  this  opportunity to follow up on discussions  tha t I
had las t summer with Commiss ioner Ha tch-Mille r regarding Ca lifornia 's  e fforts  to mee t its
energy needs . The  timing of this  le tte r is  a lso prompted, in part, by Cornnriss ioner Mundell's
November 20, 2007, le tte r to Secre tary Bod ran regarding designation of the  Southwest Area
Na tiona l Corridor.

I am troubled by the  approach re flected in Commissioner Munde ll's  le tte r, for ins tance , which
appears  to link Arizona 's  recent re jection of a  transmission project tha t would have  strengthened
the  e lectrica l connection be tween your s ta te  and ours  with what Commissioner Mundell re fers  to
as  "Ca lifornia 's  ene rgy problems." As  I'll de ta il be low, we  in Ca lifornia  a re  engaged in an
ambitious  e ffort to improve  both the  re liability and environmenta l characte ris tics  of our e lectric
system, with thousands of megawatts of generation and demand side projects both installed and
planned for the  near future .

But perhaps  more  importantly, I be lieve  tha t it is  fa r more  productive  for us  to work toge ther
than to take  pot-shots  a t each other. Neither Arizona  nor California  is  an is land, e lectrica l or
otherwise . Both of our s ta tes  a re  part of the  Western Inte rconnection, which re lies  for its
continued safe  and re liable  opera tion on the  actions of utilities , regula tors, and others throughout
the  west. Both Ca lifornia  and Arizona  benefit from the  la rger inte rconnected system, which
strengthens re liability, and provides access to diversified supply, shared reserves and economy
generation, as Well as to renewable generation.

Arizona 's  utilitie s  a re  ce rta inly cognizant of the  benefits  of inte rs ta te  transmiss ion. Inoue  for
instance  tha t Arizona  Public Service  (APS) is  currently pursuing the  Transwest Express  project,
which would de liver "up to 3,000 megawatts  of clean, low-cost coa l and renewable  wind energy
from Wyoming to utilitie s  in Arizona" and other weste rn s ta tes .1 We a re  s imila rly advised tha t
on November 20, 2007, the  Arizona  Power Plant and Transmission Line  Siting Committee
approved APS' proposed Pa lo Verde  - Yuma project, which would, among other things ,
facilita te  de live rie s  of renewable  ene rgy re sources  from Ca lifolnia 's  Imperia l Va lley to Arizona .

'Seehttp://www.aps.com/general info/newsrelease/newsreleases/NewsRelease 32.8.htrnI.

P a ge  1



California  is  proud of its  e fforts  to meet its  changing resource  needs. The  CPUC's  program of
biennia lly updated, ten-year Long Term Procurement Plans provides the  ongoing structure  to
approve additional resources if the  planned 22,000 MW of new resources are  not sufficient to
meet future  needs. Please  contact my office  if you have any questions.

Sincerely,

r

MICHAEL R.
P re s ide d

P EEVEY

Attachment

P age  5
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