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Pursuant to A.R.S. § 40-360, et seq, after due consideration of all relevant matters, the

Arizona Corporation Commission ("Commission") finds and concludes that the Certificate of

Environmental Compatibility ("CEC") issued by the Arizona Power Plant and Transmission Line

Siting Committee ("Siting Committee") is hereby approved as granted by this Order.

The Commission, in reaching its decision, has balanced all relevant matters in the broad

public interest, including the need for an adequate, economical and reliable supply of electric power

with the desire to minimize the effect thereof on the environment and ecology of this state, and finds

that granting the Proj et a CEC is in the public interest.
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1 The Commission further finds and concludes that in balancing the broad public interest in this

2 matter:
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The Project is in the public interest because it aids the state in meeting the need for an

adequate, economical, and reliable supply of electric power.

In balancing the need for the Project with its effect on the environment and ecology of

the state, the conditions placed on the CEC effectively minimize its impact on the

environment and ecology of the state.

The conditions placed on the CEC resolve matters concerning the need for the Project

and its impact on the environment and ecology of the state raised during the course of

proceedings, and as such, serve as the findings on the matters raised.

In light of these conditions, the balancing in the broad public interest results in favor

12 of granting the CEC.
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THE CEC ISSUED BY THE SITING COMMITTEE IS

INCOMQRATED HEREIN AND IS APPROVED BY ORDER OF THE

ARIZONA CORPORATION COMMISS
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ARIZONA CORPORATION
COMMISSION

February 22, 2016

Re: Docket L-00000YY-15-0318-00171

DISSENT BY CHAIRMAN DOUG LITTLE

As a Commissioner, it is my responsibility to review the recommendations of the
Transmission and Line Siting Committee regarding the environmental compatibility of
the applicant's request for an approved route. There are several considerations that, by
necessity and statute must be a part of that review. My dissent will address the three
issues of need, benefit to the community and environmental impact.

Need

A principal consideration of any applicant's petition is whether or not a need exists for
the additional transmission capacity. Under normal circumstances, it is the burden of the
applicant to prove such need exists. Typically, the applicant is an electric utility and that
utility as part of their petition provides a justification of need for the new line. It is
interesting to note that the relevant statutes (ARS 40-360.01 .- 40-360.l3) actually refer
specifically to "utility" several times.

Historically when establishing need, the utilities' arguments have centered on reliability
concerns and/or a need for additional capacity to accommodate actual or projected load
growth in the utilities' service territories. The statements of need have specifically
related to the utilities' ability to provide reliable and affordable energy to the ratepayers
in their service territory. This is important since the ratepayers will ultimately fund the
cost of construction when the line enters service and is placed in the utilities' rate bases.

The application by Sur Zia Transmission, LLC is unique and unprecedented since it is the
first instance of a merchant transmission line application.

In the executive summary of the applicant's application for a Certificate of
Environmental Compliance for the Sur Zia Southwest Transmission Project, under the
heading "Project Need and Benefits", the applicant states that the prob et will "(1) reduce
existing transmission congestion, (2) support the development and transmission of

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 /400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701
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renewable energy resources, such as solar and wind energy, currently located within areas
of undeveloped renewable resource potential, (3) provide power to help meet future
electricity demand in Arizona, (4) provide a strategic option for Arizona, and its utilities,
to comply with increasingly burdensome federal air quality standards, and (5) provide
needed jobs and state and local revenues."

The summary goes on to cite references to the project's ability to help utilities meet
Arizona's renewable energy standards tariff and achieve emission targets in the Clean
Power Plan] ("CPP") as additional justifications.

All of these things, if true or likely, would be potentially beneficial to Arizona. However,
the record contains either no evidence or questionable evidence that any of these benefits
will actually materialize.

(1) Reducing existing transmission congestion.

The record does not identify any specific congestion point that will be alleviated by the
proposed line. I am not aware of any Arizona utilities or merchant generators that have
claimed the proposed line is necessary to relieve congestion affecting their system.

(2) Support the development and transmission of renewable energy.

This claim is highly speculative. There is no real assurance that the proposed line will
actually lead to the development of additional renewable energy resources. Furthermore,
there is no evidence on the record that allowing for importation of wind power from New
Mexico is the most cost effective way to develop renewable generation.

(3) Provide power to help meet future electricity demand in Arizona.

No Arizona utility has indicated that the proposed line is necessary for meeting future
demand. There is no evidence on the record that building the proposed line will provide
for meeting future demand in a more cost effective manner than what is currently
contemplated without the line.

(4) Provide a strategic option for compliance with increasingly burdensome federal air
quality standards.

Again, there is no evidence on the record that the proposed line is a preferred option for
compliance with federal air quality standards. The proposed line was not compared to
any other potential or current options for such compliance. We simply do not know
whether the proposed line is relatively cost effective or has a relatively greater chance of
success than other options. One can reasonably surmise that they are referring to the
EPA's Clean Power Plan (CPP) here.

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 /400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701
www.azcc,g0v 75464
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Other than the vague claims of the applicant, I am not aware of any evidence regarding
the need for the Sur Zia line to allow for CPP' (or any other environmental) compliance.
Based on my knowledge concerning the implementation of the CPP and the preliminary
compliance strategies being developed by Arizona utilities, none of Arizona's utilities
anticipated using renewable energy from the Sur Zia project. Moreover, with the recent
issuance of a stay on the implementation of the Clean Power Plan by the Supreme Court,
whether or not the rule will ever be implemented is in serious question.

(5) Provide needed jobs and state and local revenues.

The application speaks to providing jobs and revenue in Arizona, stating that the project
"will provide significant employment opportunities during its anticipated construction
period (over 2500 jobs in Arizona), tax benefits through property, state and local taxes,
and significant revenue to the Arizona State Land Department."

By way of confirmation of this, Sur Zia submitted a study performed by the University of
Arizona and New Mexico State University outlining the economic impact of the Sur Zia
project. The study projected that 2,200 jobs would be created during the four year
construction phase of the project.

During testimony, Sur Zia stated that was the total number of jobs, not the number of
concurrent jobs on the project. Sur Zia reiterated in the open meeting that not all portions
of the line are built at one time. A reasonable person would conclude that as the
construction moved along the 199 mile route, people would be hired and released as the
project moved in and out of areas on the route. In any case, it is also unclear how many
of the jobs would be higher paying skilled jobs and how many would be lower paying
unskilled jobs. The study also stated that after construction, only 80 jobs would remain
during the operation and maintenance phase of the project.

The study also projected potential economic benefits that could result from the
construction of the Sur Zia prob et. It prob ected the potential for 16,000 jobs and up to
$1.2 billion in potential economic benefit. Without seeing the data and underlying
assumptions from this study it is difficult to accurately assess whether or not the results
are overly optimistic or realistic. Regardless, the study is still based on an "if we build it,
they will come" model. I am very suspicious of this type of "hope as a strategy"
approach as a basis for sound decision-making. Where are the letters of intent for
renewable projects along the line? It is also worth noting that Sur Zia paid the
universities to perform the study and provided data for their analysis.

In short, this project is entirely speculative. In the application and during the Line Siting
Committee's hearing and the Open Meeting, the project was characterized as a way to
bring tremendous amounts of stranded wind resources from Lincoln County, New
Mexico to Arizona. The applicant claims that Lincoln County, New Mexico is the
proposed location for a number of wind farms that would produce thousands of

1 One can reasonably surmise that the applicant is referring to the EPA's Clean Power Plan (CPP) here.
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megawatts of wind energy and bring it west to Arizona and other western markets. No
evidence was presented that this massive increase in Lincoln County's wind capacity is
seriously contemplated in the near term.

The eastern portion of the line would provide the reason for outside parties, specifically,
unregulated merchant generators, to consider construction of the wind projects. Sur Zia is
essentially taking an "if we build it, they will come" approach to the development of
renewable generation. Again, this is unprecedented. This Commission has never
approved (or even considered) a transmission line proposed under such a paradigm.

Sur Zia states that Arizona utilities would benefit from electricity produced in New
Mexico, yet there is a stunning fact in the proceeding that jumped out at me. No Arizona
utility intervened in the line siting hearings. Not one. No Arizona utility claimed that the
Sur Zia line would be necessary (or even helpful) in complying with Arizona's REST
rules, the CPP or even in simply providing reliable and economic service generally.

The only Arizona utility with any seeming interest in the project was SRP. In response to
a data request by ACC Staff, SRP stated that they joined the effort to permit Sur Zia in
2008. At the time, they had an interest in procuring renewable energy that was located
both inside and outside of Arizona. In the data request response dated October 2, 2015,
SRP stated "Over time as the price of various renewable resources has changed,SRP 's
focus has narrowed to mostly renewable resources located close to the load we serve,
primarily solar projects in the Phoenix metropolitan area. Second there is a long-term
interest to develop additional transmission from existing generation sources located in
eastern Arizona to serve load in central Arizona. " (Emphasis added)

Based on the foregoing, there are serious questions in my mind regarding whether or not
there is a real "need" for this prob et that cannot be addressed in a different way with less
risk.

Benefit to the Community

During the course of testimony and during the Open Meeting, there was support offered
for the project by County Supervisors from Graham, Greenlee and Cochise County. All
felt that the project could provide economic benefit and jobs to their communities. If the
project were to proceed exactly as proposed, I would tend to agree with them. As a
County Supervisor, it is their obligation to do whatever is possible to benefit their
counties and their constituents. I am extremely sensitive to the economic conditions that
exist in many of our rural counties. I have seen first-hand how hard they have been hit
and how difficult their economic situation has been over the past several years.

However, I have a different perspective to offer. Currently there are several existing
power plants and coal mines in rural Arizona. Those plants are owned by Arizona
utilities and employ thousands of Arizonans. The salaries, property tax and sales tax
revenues contributed by those Arizona utilities pump millions of dollars into rural
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Arizona economies. Currently any surplus power produced is sold by those utilities and
the savings go back into the pocket of Arizona ratepayers.

Sur Zia, if completed and operated as promised, would supply between 4-6 gigawatts of
additional electricity from Lincoln County, New Mexico. This would be surplus
electricity that does not necessarily have a customer willing to purchase it.

Allowing for the importation of excess energy from New Mexico could very well cause
Arizona utilities to buy energy and curtail generation. This could potentially lead to the
early closure of generation plants currently located in rural Arizona. We have already
seen such plant closures of coal-fired generating stations and the economies of the rural
communities where those plants are located have been devastated.

Do we really want to encourage a project that would hasten the closure of more of those
plants, especially understanding that the money would be benefitting New Mexico
producers of energy and a merchant transmission company, not Arizona utilities or
Arizona ratepayers.

In summary, when reviewing the questions of community benefit, Sur Zia has painted a
very rosy picture of how wonderful things "could be". However, they have failed to
point out that most, if not all of the proposed benefits will not materialize if the project
does not go as planned. Also, they fail to point out there could be significant potential
negative impacts from the project.

Environmental Impact

ARS 40-360.06, paragraph A, the states that "the (Transmission and Line Siting)
committee may approve or deny an application and may impose reasonable conditions on
the issuance of a certificate of environmental compatibility and in so doing shall consider
the following factors as a basis for its action with respect to the suitability of either plant
or transmission line siting plans."

The statute further enumerates several factors that should be considered when evaluating
an application, specifically:

• Fish, wildlife and plant life and associated forms of life on which they depend

The proposed availability of the site to the public for recreational purposes,
consistent with safety considerations and regulations.

Existing scenic areas, historical sites and structures or archaeological sites and or
in the vicinity of the proposed site.

• The total environment of the area.
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It further states in paragraph B, that "The committee shall give special consideration to
protected areas unique because of biological wealth or because they are habitats for rare
and endangered species" (Emphasis added.)

On numerous occasions in testimony, several witnesses, including Interveners Else,
McVie and Meader provided compelling evidence that the portion of the Sur Zia route
that runs along the San Pedro River Valley is an "area unique because of biological
wealth" and that part of the route provides "habitats for rare and endangered species."
While the CEC does contain significant conditions to mitigate the environmental harm to
that portion of the route, the fact that the Line Siting Committee and the Commission
were effectively barred from considering alternative routes that avoided the San Pedro
River Valley altogether severely limited what "special consideration" could be given to
the area.

This leads to another disturbing aspect of this case: the different routes available for
consideration were evaluated by the Bureau of Land Management (BLM) not by
Arizona' Line Siting Committee or the Commission. This is another unique aspect of
this case. Typically, the Line Siting Committee and the Commission have several routes
to choose from, thus allowing the pros and cons of the various routes to be evaluated on
the record. In this case, the Line Siting Committee and the Commission were essentially
presented with an "up or down vote" on the entire route, as a whole.

This apparent usurpation of Arizona's jurisdiction by a federal agency is disturbing for
many reasons. It raises significant questions about State and Federal jurisdiction that are
beyond the scope of this Dissent. Additionally, the "testimony" of the Director of the
Arizona office of the BLM before the Line Siting Committee raised several disturbing
issues:

2.
3.

l. The route was determined by the BLM, with the New Mexico BLM office acting
as the lead

The Obama administration was pushing BLM to site this line quickly
The Arizona BLM Director received "a lot of pressure" for considering an
alternative route along 1-10.4

4. The Director of the BLM's Arizona office could not answer questions about the
alternative route through Tucson.5

5. The Director of BLM's Arizona office spoke in front of the Line Siting
Committee but he was not subject to cross-examination. In fact, no one from
either the Arizona or New Mexico BLM office was available for cross-
examination in the hearings on this matter.

2 Transcript Vol x, page 1727, Lines 3-5
La Transcript Vol x, page 1729, lines 3-6
4 Transcript Vol x, page 1731, lines 7-11
s Transcript Vol x, page 1731, line 17 to page 1733
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Thus, our ability to develop a record on why the proposed route was chosen over other
potential routes was severely limited. I see all of the above as significant defects in the
review of the environmental aspects of the Sur Zia project.

At the Open Meeting, the "energy-water nexus" and the need for significant water
conservation were raised by one Commissioner as justifications for the approval of the
Sur Zia project. This warrants comment: The relevance of the "energy-water nexus" was
never discussed on the record in this case. Furthermore, no party presented any evidence
that the Sur Zia line would result in lower water use. Presumably, Sur Zia would achieve
water savings by replacing fossil generation with wind generation. However, as stated
above, there is no guarantee that the hoped for wind generation will ever materialize.
More importantly, there is no evidence on the record that importing wind power from
New Mexico is the least cost and/or the most effective way to reduce water use.

This reliance on facts and arguments that were never discussed or brought up on the
record in this case calls the legitimacy of the Commission's vote on this matter into
question.

Concluding Remarks

In conclusion, there are several reasons why I chose to vote "no" on the approval of the
Sur Zia CEC and why I arm providing this Dissent to the Order.

First, I do not believe the record in this case establishes a need for the Sur Zia project.

Second, the benefits of the project laid out by the applicants are highly speculative and
questionable.

Third, our statutory requirement to "give special consideration to protected areas unique
because of biological wealth or because they are habitats for rare and endangered
species" was impeded because we were unable to consider any other routes.

Fourth, the BLM's selection of the route raises jurisdictional questions and the record
reflects several issues with the BLM route selection process.

Fifth, at the Open Meeting, one Commissioner appeared to base their vote on information
not contained on the record.

In summary, it is my sincerely held belief that the review process by the Line Siting
Committee was substantially flawed, not by the actions or the work of the Committee, but
by the failure of the applicant to provide reasonable statements of need and reasonable
route alternatives that the Committee could fairly consider.

Furthermore, I also believe the record is flawed since parties to the review were not able
to fully explore, understand and vet the route selection process by the New Mexico and
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Arizona Bureau of Land Management. The inability of the parties to cross-examine any
BLM representatives resulted in the record containing inadequate evidence for the
Commission to make an informed determination.

Finally, I believe that in presenting only a single route for consideration by both the Line
Siting Committee and the Commission, the applicant used state and federal jurisdictional
issues to effectively usurp the jurisdiction of the Commission in this matter.

I respectfully dissent.
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