UCAN Testimony on Overview of Technical
Testimony, SDG&E Misinformation and
Alternatives

This testimony is presented by Michael Shames, Executive Director of
Utility Consumers” Action Network (UCAN) on issues relating to San Diego Gas
& Electric’s (SDG&E) Sunrise transmission application. Ihave appeared before
this Commission on numerous occasions and have been recognized as an expert
on telecommunications and energy matters. My qualifications are detailed in
Attachment “A”.

This testimony addresses four elements of this case:

1. It presents an overview of UCAN's technical findings, summarizes the
preferred alternative to Sunrise and explains UCAN’s recommendations;
2. It catalogs specific public misstatements made by SDG&E and its allies

and discusses how SDG&E’s public education efforts have devolved into a

misinformation campaign;

3. It examines the costs that SDG&E has incurred in conducting the technical
analysis and “public education” efforts associated with the project.
4. Tt explains why SDG&E must pursue long-term site banking for in-county

renewable development in lieu of a 500kV transmission project.

I. Overview of UCAN Findings

After lengthy study, UCAN has determined that SDG&E’s power line
project is not justified. The utility has misled regulators and the public about
costs, overstated the need for the project, and has ignored smarter, more

economical alternatives. UCAN'’s expert witness David Marcus has reviewed



each of the justifications advanced by the Applicants as well as the ostensibly
independent justification advanced by CAISO. In a 16-month period beginning
in early 2006, UCAN studied SDG&E’s constantly changing justifications for its
power line project.

SDG&E’s application to the Commission offers a three-legged basis for
building the so-called Sunrise Transmission Project (hereinafter referred to as
“STP”). As described by Mr. Marcus in his testimony (hereinafter referred to as
Marcus testimony), SDG&E claims that a new line is justified because it will:

1. meet SDG&E’s reliability obligations,

2. is necessary to deliver thousands of megawatts (Mw) of new

renewable generation which are going to be built in the Imperial
Valley in the next eight years,

3. have major economic benefits.

However, UCAN was unable to verify any of the three-legs upon which
SDG&E’s application rests.  In fact, it found that most of SDG&E’s assumptions
for the STP were either unsupported or, in most cases, simply wrong. While
SDG&E may be legally entitled to its own opinions about the project, it is not
entitled to its own version of the facts. Many of the essential or key facts that
SDG&E relies upon in support of its application to spend $1.23 billion on STP
are, in fact, not facts at all.

In contrast, UCAN has fashioned a proposal that provides comparable
reliability and ability to import renewable power from Imperial Valley at a
capital cost for SDG&E of a little over $100 milliont, and an annual levelized
savings of $92 million per year compared to SDG&E’s proposal.

As I will summarize below, and as is provided in greater depth in the
testimony of Mr. Marcus, SDG&E has exaggerated the need for the project, has
understated its costs (especially the costs to pay back the capital investment), has

ignored reasonable alternatives, has engaged in a systematic scheme to mislead

1 Marcus testimony, Table 1, p. 2 In. 18



the public and, in doing so, has concealed essential information from regulators.
After being subjected to the scrutiny of expert analysis by UCAN and other
interveners as well as having its modeling duplicated by the state Independent
System Operator?, SDG&E’s justification for STP collapses like a brick house on
the San Andreas fault.

A. SDG&E’s Fundamental Arguments in Support of STP are not Factual

As discussed above, SDG&E has three major arguments in support of

STP. SDG&E’s claim that it needs STP to import renewable power is
contradicted by SDG&E’s concession early in the process that it can use the
Southwest Powerlink (SWPL) to bring in renewable power.: Notwithstanding its
public representations, SDG&E knows that it does not require a new power line
in order to tap into Imperial Valley renewable power. The ISO study affirms this
fact.s

SDG&E'’s argument that STP is needed to keep the region’s lights on
ignores the fact that every alternative studied by SDG&E or the ISO or UCAN
provides adequate reliability. Importantly, no responsible party is proposing

blackouts. SDG&E concedes in its “reference case” that easy ways exist to meet

2 Whose name turns out to be a bit of a misnomer, in that its actions in relation to STP don’t affirm an image
of “independent”

3 SDG&E, response to UCAN DR1-32, attachment, p. 10. This was SDG&E’s December 6, 2005 supplement to
its long-term renewable procurement plan filed with the CPUC. In it, SDG&E declared that “meeting the
Commission’s 20% renewable resource goal by 2010 is not singly-dependent on the Sunrise Powerlink. .. it is
already possible to import 2850 Mw of energy into the San Diego area through [existing lines]. Even if all of
the renewable energy was generated outside the San Diego area, which is not the case, a relatively modest
portion of this [existing] import capability would be needed to meet the 20% goal for retail loads located in
the san Diego area....there is already enough transfer capability to physically satisfy the 20% goal in the San
Diego area.” (emphasis in original).

4 As described in the testimony of Mr. Marcus, the ISO performed studies for UCAN which showed that
even with 2700 Mw of new renewable generation in the Imperial Valley by 2015, the amount of renewable
generation without STP would be more than 99 percent of the amount with STP. SDG&E’s modeling all
assumes equal amounts of renewable resources built with and without STP, and finds that the output from
those renewable resources is all but equal with and without STP. Renewable generators don’t need STP to
get their output to consumers.



its reliability needs with existing technology.s And even more importantly, the
net cost of the alternatives proposed by UCAN turns out to be $81-92 million per
year less than the cost of SDG&E’s STP proposal.s

As described in Mr. Marcus’ testimony, using a 10 year planning horizon,
STP is almost three times as big a project as SDG&E needs to meet its reliability
needs for the next 10 years and results in substantial planning distortions. To
meet its reliability needs for the next ten years (through 2017), SDG&E’s own
numbers show it now needs only 354 Mw of new resources.”

That leads to the last, and perhaps shakiest, argument advanced by
SDG&E. The utility initially alleged that the power line would be economic - to
the tune of some $447 million PER YEAR:# Table 2 in Mr. Marcus testimony
quantifies that the STP proposal could cost ratepayers $81 million per year over
forty years as compared to natural-gas fired generation. As compared to a Path
44 upgrade, it would cost even more --- $92 million per year more for the forty
year life of the line. And, as outlined in Table 5 of Mr. Marcus'’s testimony, just
quantifying known SDG&E errors shows that SDG&E’s proposal costs the
ratepayers at least $30 million per year over 40 years relative to natural-gas fired
generation. So almost no matter which may UCAN approached SDG&E’s
assertions - whether compared to natural gas generation, a transmission upgrade
or simply working off of SDG&E’s model, UCAN found that STP is wildly
uneconomic.?

UCAN's analysis also shows many details of how SDG&E has

exaggerated the claimed economic benefits of its proposal. Its estimate of RMR

5 For example, (SDG&E, Cases 200 or 240).

6 Marcus testimony, Table 1 (UCAN alternative that is $92 million year cheaper than STP) and 2 (CT
alternative that is $81 million per year cheaper than STP).

7SDG&E, 1/26/07, p. 47, Table 11, reference case with AMI (5t line from bottom).

8 SDG&E, 8/4/06, p. IV-9. This number never appeared in the 8/4/06 executive summary - even then,
SDG&E may have suspected it wasn’t trustworthy. After UCAN identified some modeling errors, SDG&E
subsequently cut the estimated savings in half, to $220 million annually (SDG&E, 1/26/07, Table 9, line 1)..
However, as described by Mr. Marcus, even this lower number turned out to be wrong.

9 Marcus testimony, Table 1, p. 2 also shows how the cost-benefit ratio of STP is close to .5, compared to the
Path 44 upgrade, which is closer to 2.



costs was wildly high and it low-balled the cost of the project. Moreover, both
the ISO’s own numbers and UCAN’s own analysis show that CAISO-area
consumers would be economically better off with STP either delayed or
cancelled.

UCAN has designed a far less expensive alternative that builds on the
reliability additions SDG&E is already pursuing and defers - and possibly avoids
- defacing a pristine state park with a 500kV transmission line. In sharp contrast
to SDG&E’s application, UCAN has fashioned a proposal that provides
comparable reliability and ability to import renewables from Imperial Valley at a
cost of approximately $3.7 billion less than SDG&E's proposal ($92 million/year
over 40 years). Annual savings of almost $100 million are significant in that they
save SDG&E and other CAISO-area ratepayers from having to pay higher costs
for their energy service.

UCAN’s analysis also shows that the Project is not required to be in
operation by 2010 or anywhere close to that year. STP is not cost-effective until
2018 - at the earliest. The Commission will likely find when it revisits this
proposal in 2015, or thereabouts, that the Project remains an ill-conceived idea -
just as regulators would have concluded about the ill-conceived Valley-Rainbow

line, if revisited today.

B. SDG&E'’s Application is Plagued by Numerous Meaningful Errors and
Omissions
As described in great depth in Mr. Marcus’ testimony, UCAN found that
SDG&E’s application is riddled with dozens of small, but meaningful errors.
Cumulatively, they supported a marginally cost-effective proposition. But once
corrected, the Project is no longer economically viable. These errors included:

e SDG&E counted impacts of STP on non-participants as benefits (the ISO
didn’t)



SDG&E assumed existing congestion at Miguel would never be

addressed, despite acknowledging an all-but-free way to greatly reduce it
(the ISO didn’t)

SDG&E ignored ISO-identified issues with how losses are priced in its
model (the ISO didn’t)

SDG&E never talked seriously to SCE about upgrading its northern
interconnection and thus missed a cheaper alternative found by UCAN

SDG&E never talked seriously to CFE about using its already-built
southern interconnection and thus missed an alternative found by UCAN

SDG&E rejected the option of a line parallel to SWPL past Anza-Borrego -
only to discover in May 2007 that its own numbers showed such an option
to be cost-effective

SDG&E ignored system resource adequacy (RA) costs due to STP

SDG&E assumed a huge amount of future overbuilding of coal and
natural gas plants in Arizona and elsewhere into which STP would be able

to tap

SDG&E assumed new combined cycle plants would be built in Arizona
that no one is proposing (the ISO didn't)

SDG&E’s modeling double-counted line losses (the ISO didn’t)

SDG&E modeled the year 2020 using dubious data, and then extrapolated
the 2020 results for another 30 years into the future (the ISO didn’t)

SDG&E underestimated operating costs for the STP line.

SDG&E ignored its own actions to develop more than 400 Mw of demand
response and near-term capacity additions inside its service area

SDG&E treated AMI as a sensitivity case rather than part of its reference
case

SDG&E'’s supplemental testimony to correct prior GridView errors
contained new GridView errors, some of which were identified early on



but never fixed (double-counting line losses) and others of which which
weren’t identified and corrected until May 2007

e SDG&E ignored the reduction in regional reliability from STP-induced
retirements of existing powerplants

These and other modeling errors, once corrected, result in a dramatic $300
million per year decrease in the net benefits of STP.©  Compared to a simple
generation scenario, STP is $81 million per year more expensive with just the
UCAN-quantified errors corrected. Compared to UCAN’s alternative, it is $92
million per year more expensive.

In addition to the SDG&E’s errors is a list of what UCAN refers to as
technical malfeasances identified by Mr. Marcus. These are concealed or
manipulated facts that SDG&E knew or should have known were wrong and yet
included in its application. Each of these technical deficiencies served to
substantially inflate the need for STP:

- SDG&E fudged the natural gas costs;

- It never approached SCE to explore upgrading their shared northern
transmission line;

- Itignored up to 279Mw of demand-response savings that SDG&E’s relied upon
to convince the Commission to authorize an ambitious meter replacement
program (AMI);

- It ignored its own actions to develop near term generation and demand
response, actions which have led to over 200 Mw of SDG&E-signed contracts
currently pending before the CPUC.11

Finally, SDG&E compounded its malfeasance by directing its
spokespersons and public affairs employees to repeatedly mislead the public

about need for and cost of the line in an expensive misinformation campaign

10 From a $220 million per year benefit from building STP (SDG&E, 1/26/07 testimony, p. 2) to a $92 million
per year cost to consumers from building STP (UCAN Table 1, p. 2 of 2, line 30). SDG&E’s own 1/26/07
testimony had already reduced the estimated benefits of STP by $227 million from the level in its 8/4/06
testimony.

11 Advice Letters 1871-E-A and 1896-E, and A.07-05-023.



designed to preempt public opinion before their proposal was fully analyzed
(and errors corrected) by others. As is discussed below in greater depth, the gray
area that separates a PR campaign from a misinformation campaign seems to
have been lost in the minds of SDG&E and its consultants. The sheer breadth of
errors and omissions suggests that SDG&E'’s effort devolved quickly and
dramatically into a misinformation effort.

But perhaps the most egregious malfeasance was the fact that SDG&E
didn’t seriously explore alternatives to STP. Mr. Marcus found that SDG&E
was fully aware of a large number of alternatives to its proposal to spend the
$1.23 billion dollars and despoil a cherished state park. These alternatives
include:

o SDG&E’s 2006 RFO for CTs in 2008 (214 Mw, all in sub-50 Mw units, of
which 130 Mw of CT PPAs are already pending before the CPUC)
e SDG&E’s 2007 RFO for CTs in 2010 (200 Mw),

e UCAN’s Mexico Light alternative as analyzed by SDG&E in its 1/26/07
testimony (165 Mw),

e Purchases from Mexico (up to 200 Mw without compromising the
viability of the Mexico Light option, per an unpublished SDG&E study
from January 2007)

e UCAN’s SONGS Light alternative (350 Mw),

e Improved combined cycle reliability at Otay Mesa and Palomar (232 Mw),

e SDG&E’s planned inlet chillers at Palomar (20-24 Mw, depending on the
ISO’s G-1 criterion),

e Continued rooftop photovoltaic development at 2012-15 rates (60 Mw),

e Future renewable generation within San Diego County identified in the
ISO’s RPS analysis (75 Mw, based on an installed capacity of 750 Mw),

e Distributed generation development other than photovoltaics within
SDG&E’s service area; perhaps as much as 50 Mw



e Additional dispatchable demand response programs (as indicated in
pending Advice Letters for up to 150 Mw from two projects which
SDG&E counts as supplying only 29 Mw)

e TE/VS transmission associated with the LEAPS project (500-795 Mw per
the ISO and SDG&E; 1000 Mw per the ISO in 2006

e South Bay combined cycle (561-620 Mw, depending on the ISO’s G-1
criterion)

e Enpex combined cycle (0-750 Mw, depending on whether it is linked to
Encina retirements and depending on the ISO’s G-1 criterion);

e Proposed new CTs at Otay Mesa (330 Mw)

e Proposed new CTs interconnected to the Encina-Mission transmission line
(340 Mw)

e Proposed new CTs interconnected to the Penasquitos-Old Town
transmission line (340 Mw)

e Proposed new CTs and/or a combined cycle at Encina (0-580 Mw,
depending on whether the new projects are linked to retirements of
existing Encina generation)

e 740 Mw of additional CTs (two separate projects) proposed to
interconnect at Otay Mesa

e Up to 150 Mw of energy storage,
e Over 20 Mw of distribution loss reduction

The total number of Mw available to the company through these various
alternatives range from a low of a little over 4,000 Mw to over 6000 Mw. UCAN
has identified 10-15 times as much power as SDG&E will need by 2017 with
AMI.  And up to 1900Mw of this power could be renewable power brought in
over the SWPL line, or even more via renewable credits.

UCAN has selected just a few of the options from this list and has crafted

an alternate to STP that costs almost $100 million per year less than SDG&E'’s



proposal and enables the utility to import renewable power and maintain
reliability for the region though 2017.

The degree of errors and misinformation surrounding SDG&E'’s
application is unusual. Utility applications rarely take the factual liberties
demonstrated in this filing. UCAN surmises that SDG&E’s overly aggressive
push to promote this project is based more upon its own economic interests than
those of its customers or its regard for the environment. SDG&E'’s projected
profits from this project, if approved, would amount to over % of a billion dollars
(specifically $780 million) over the life of the Project. This project, if approved,
would triple SDG&E’s transmission rate base by 2010 and guarantee a lucrative
profit on the investment through 2050. The extreme profitability of this project
may partially explain SDG&E'’s skewed analysis and disingenuous promotion of

a project that is inferior to the alternates studied by UCAN.

C. SDG&E Withheld Essential Information

For example, SDG&E asserts that the capital cost of STP is $1.265 billion,
this is akin to the face value of a mortgage. However, SDG&E inaccurately
represents the cost to ratepayers to pay-off this capital cost (i.e. the entire cost to
pay off that mortgage over 30 years). By failing to take into consideration many
collateral costs and using an inappropriate methodology, SDG&E has
understated the annual revenue requirements of the Project by approximately
$760 million over the life of the project (i.e. 12% of annualized costs). These
additional costs turn out to be an additional $760 million over 40 years that will
be charged to the state’s ratepayers in addition to the $6.24 billion that SDG&E
estimates will be charged to ratepayers in its applicationiz. UCAN views $760

million as a lot of money and regulators should think so as well.

12 SDG&E, Table H17 Errata - the project will cost $156 million levelized dollars per year, for 40 years. $156 x
40 =6,240.

10



In yet another notable concealment, SDG&E underestimated the benefits
of a SWPL 2 option by $138 million/year, or by over $5.5 billion over 40 years!
According to SDG&E, it didn’t discover this mistake until May 2007 -- some 18
months after its initial application -- and then only when prompted to do so by a
UCAN data request.

SDG&E performed three separate rounds of modeling of the entire
Western U.S. electric grid to try and support its claim that STP will substantially
reduce the cost of running the grid. The first round, in December 2005, has been
completely abandoned. The second time around was in August 2006, and
SDG&E has since provided a laundry list of errors in that round that invalidate
it.» The third time around SDG&E managed to double-count line losses. (So did
the ISO, but they redid their testimony to fix the error). When SDG&E got
around to quantifying the effect of its line loss mistake, it reduced the grid
operations benefits of STP by 40 percent - but SDG&E never revised its filed
testimony to acknowledge its 40 percent mistake.

Smaller but telling SDG&E errors included accidentally assuming inflation
will skyrocket in 2032, assuming that when SDG&E replaces local generation
with imported generation it won’t have to pay the out-of-town generators any
capacity payments, and counting STP benefits for 12 months of the year 2010
when the project isn’t planned to be operating until mid-year. SDG&E also left
out of its main case the $600 million AMI program it recently won approval for,
as well as the 130 Mw of in-basin generation contracts it recently signed.

And, as described in some depth in Mr. Marcus’ testimony, SDG&E
withheld information about a “cross-trip” arrangement with CFE that made
UCAN's Mexico Light proposal infeasible, SDG&E hid the dependence of STP
on Encina-Penasquitos #2 from UCAN for almost 6 months, represented that it
had no “specific” plans to add any new resources in 2007 or 2008 when it was

actually planning on issuing a CT RFO for 2008. These were all material

13 SDG&E, 1/26/07, Exhibit J.
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concealments that led UCAN to conclude that SDG&E was not going to be
forthcoming with any relevant information to the public or regulators if it was

detrimental to STP.

D. Summary of UCAN’s Recommendations

The economic considerations, alone, disqualify this project from
consideration for a start date of 2010. For the Commission to consider STP
implementation prior to 2018 is not supportable in any fashion. If revisited,
UCAN believes that SDG&E's justification for STP will likely be worse, but
UCAN is not opposed to revisiting a 500kV transmission proposal in the future.
UCAN's preferred alternative should be adopted and SDG&E should be ordered
to consult with Southern California Edison as to how to expedite UCAN’s
proposed Path 44 upgrade. SDG&E should also be required to analyze what
internal upgrades, if any, it will need beyond those required for a Path 44
upgrade to increase its N-0 import capability to 3200Mw.

But UCAN'’s recommendations go well beyond merely a rejection of
SDG&E’s STP application. As discussed in Mr. Marcus’ testimony in greater
depth, UCAN recommends a number of steps that should be taken immediately.

First, in order of urgency, the Commission should order SDG&E to
upgrade the Miguel import capability to 1900 Mw on a full-time basis. This
upgrade would be so cost-effective that UCAN will be submitting a motion in
this proceeding to compel SDG&E to take this action immediately, whether STP
is approved or not. UCAN will also move to enjoin SDG&E from a permanently
“cross-trip” arrangement with CFE.

Second, the Commission should direct SDG&E to perform a benefit/cost
analysis to see how much additional economic benefit can be obtained from

increasing Miguel outflow capability from 1900 Mw to 2100 Mw.
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Third, the Commission should order SDG&E (and request the ISO) to
work with IID to facilitate building the internal IID transmission needed to
deliver the first 800 Mw of new Imperial Valley renewable generation,
transmission which will be needed whether or not STP is built.

Fourth, if the Commission were to accept the ISO’s numbers as presented
in its testimony, workpapers and workshop presentations, it should deny the
current application without prejudice. STP operation should be deferred for at
least 8 years, with a new application to be filed as needed to allow operation of
STP no earlier than 2018. If future events show that new (post-2007) renewable
generation in the Imperial Valley by 2018 will not reach even the 800 Mw level
by 2018 (or an appropriately larger amount, if the Green Path North line has been
built or the El Centro - Imperial Valley 230 KV interconnection has been
strengthened), then the 2018 date may itself be further delayed. It should also
require the ISO to substantiate its argument (made in workshops, but not in
sworn testimony) that right-of-way (R-o-W) costs make STP a now-or-never
proposition.

Fifth, the 11/1/06 Scoping Order in this case required SDG&E to provide
supplemental testimony regarding permitting status for all new generation and
transmission resources in the “Project Area”.* SDG&E never provided a
completed analysis and should be compelled to do so as a condition for a
resubmission. Also, if and when SDG&E submits a revised STP analysis to the
Commission, it should be directed to address all of the methodological errors
identified by UCAN in the technical testimony of David Marcus.

Finally, it should require SDG&E procure the services of an Independent
Evaluator for a re-assessment of the STP project or any other major transmission

project that SDG&E proposes in the future.

14 Scoping Order, as summarized by SDG&E, 1/26/07 testimony, p. VII-4.
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II. SDG&E’s “Education” efforts have devolved into a misinformation
campaign

A. The Pattern of Mispresentations by SDG&E and its allies to the public

A review of newspaper articles and web resources reveal a 24-month long
misinformation campaign conducted by SDG&E, largely at ratepayer expense.
Admittedly, “misinformation” is a strong word and it is not being used lightly.
However, the utility has aggressively spent to promote media coverage and
utilize all possibly message-delivery vehicles, including its own billing packets
sent to customers. The drumbeat message in this campaign is three-fold:

Assertion: SDG&E is running out of power by 2010;
Assertion: Without STP, renewable power from the Imperial Valley can’t be
tapped;
Assertion: STP will save SDG&E customers between $447 million per year
(claimed in 2006) to $169 million per year (claimed in May 2007 after self-
admitted errors and CPUC approval of the AMI project)

Of course, not one of these representations is true. As discussed above

and thoroughly addressed in the testimony of Mr. Marcus, the true story is:

Fact: SDG&E can't justify needing the STP prior to 2018, if at all;

Fact: SWPL can be fully utilized to bring renewable power from Imperial
County;

Fact: STP will cost the state’s ratepayers dearly and is a far more expensive
project than is warranted.

Not only are each of these facts supported by UCAN’s expert testimony,
but they have been effectively conceded by SDG&E and/or the ISO in their
respective modeling. UCAN is very alarmed by SDG&E’s actions to convince
the public and opinion leaders that the STP project is not just desirable, but
essential to the region’s ability to keep the lights on.

Examples of the SDG&E’s factual overstepping abound. They are
graphically on display at a webpage sponsored by an SDG&E-funded “alliance”

called ABLE. The ABLE website trumpets the following “facts”:
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“Forecasts show that by the year 2010, the San Diego region will demand more
power than can be generated locally or imported over existing transmission
lines.” (Posted as of May 2007 at http.//www.able-energy.com/what.php)

“....without the Sunrise Powerlink, these renewables will remain untapped
(Posted as of May 2007 at http:/ /www.able-energy.com/what.php)

“The Sunrise Powerlink will reduce energy costs for California customers by
more than $100 million per year” (Posted as of May 2007 at
http:/ /www.able-energy.com/what.php

While it might be arguable (albeit not well supported) that the San Diego
region will demand more power than can be generated locally or, separately,
imported over existing transmission lines, what matters is the combination of
local generation and imports can readily be met without STP. And that is the
misstatement inherent in the first representation by ABLE.

In regard to the second statement, it would likely be fiercely rebutted by
LADWRP, which is planning its own line to tap 400 Mw for itself. It would also be
opposed by SCE which already has purchased the output of about 450 Mw of
Imperial Valley geothermal. And it can’t be seriously supported by SDG&E,
which has signed contracts for 400 Mw of Imperial Valley solar, of which at least
half is supposed to be operating before ST becomes available.

The third statement but ignores the fact that it will cost California
consumers $156 million per year in levelized transmission charges, per SGD&E,
and much more in the early years.

These blatant misrepresentations by the SDG&E-supported ABLE
“alliance” of SDG&E unions and utility-supported businesses mirror those found

at SDG&E’s own web pages.

“Industry forecasts show that SDG&E customers will require more energy than
can be produced locally or imported on existing electric transmission lines by
2010 Currently, SDG&E'’s electric transmission system has only two links to
the state’s energy grid. [Edit. Note: But three connections to the WECC] At
peak times when demand is high, these two connections near ‘energy gridlock”
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“Sunrise Powerlink is needed for SDG&E to meet its goal of having 20 percent of
its energy come from renewable resources by the year 2010” and,

“...... By increasing the amount of electricity that can be imported into the region,
the reliance on local, aging power plants that are less efficient and more expensive
to operate can be limited. The Sunrise Powerlink would also reduce expensive
transmission congestion bottlenecks that cost SDG&E customers millions of
dollars each year in state-imposed congestion fees.” (All excerpts found at
http:/ /www.sdge.com/sunrisepowerlink /benefits/ reliability.htm on
May 24, 2007)

The first statement is false because Gridlock means heavy traffic that brings
motion to a standstill. No such thing occurs with transmission lines. Heavy
traffic just means efficient use of capital - and the electrons don’t slow to a crawl
when there are a lot of them, unlike cars’s However, this statement can be
attributed to an effort to oversimplify a complex issue.

The second statement is directly contradicted by the quote above at fn. 4.
And the third web statement reveals SDG&E’s bias against local power plants.
As to the congestion fees, SDG&E’s statement is incomplete because it leaves out
the fact that congestion fees are rebated back to e customers of the utilities.- In
fact, SDG&E knows that congestion fees on SWPL are a benefit to San Diego
customers and, SDG&E correctly showed in its modeling in this case.

And much to the Commission’s own embarrassment, its own description
of STP on the official CPUC web site suffers from the same misstatement of fact:

“The project is expected to run 150 miles between the Imperial Valley to San
Diego. According to SDG&E, the transmission line would have the capacity to
import up to 1,000 megawatts of electricity and would be needed by 2010 to
ensure electricity reliability to the area to reduce energy costs in the area [not true
per UCAN's numbers], and to allow SDG&E to meet its obligations to purchase

15 We can’t help but note that the 3rd link is to Mexico and not “the state” so it can be conveniently ignored.
“Gridlock” is a swindle word; in traffic, “gridlock” means the road is full and speed drops to a crawl; on
transmission lines, speed remains near the speed of light. There is no “gridlock.” On transmission lines,
what's called “congestion” means no more can get on - but what’s already on keeps moving as well as ever
- unlike freeways. So for transmission lines, occasional congestion is a good thing - it’s a sing the line is
being fully used instead of sitting unused. An empty freeway may be a good thing but an empty
transmission line is a waste of money.
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certain amounts of energy from renewable generation resources.”

(http:/ /www.cpuc.ca.gov/static/hottopics/1lenergy /a0512014.htm)

As is shown in UCAN's expert testimony, these CPUC assertions are not
true. SDG&E’s own Cases 200, 204, et. al. for non-STP alternatives confirm that
they provide the needed reliability and both UCAN and SDG&E agree that
renewable power will be available to SDG&E without STP, as per fn. 4 above. In
sum, the project is not needed, it wouldn’t reduce energy costs relative to
alternatives, and it isn’t required to meet state-mandated renewable power

obligations

B. Pattern of misrepresentations by a SDG&E Senior Vice President
spurred the misinformation campaign
One surprising element of SDG&E's effort to “educate” the public about
STP has been the high-profile role of a Senior Vice-President of the company and
the degree to which his public statements have diverged from SDG&E’s
application to the CPUC, (e.g. the facts as asserted by SDG&E). The primary
public cheerleader for SDG&E’s STP project has been, until recently, SDG&E
Senior Vice President Jim Avery. Mr. Avery reports directly to Sempra Utilities
President Debra Reed. Yet, his statements have only a scant relationship to facts
known to SDG&E at the time of his statements and the facts as represented to the
Commission by SDG&E. When misinformation is spread by a top officer in the
company, it creates a justification for lower-level employees to also disregard the
facts. UCAN believes that may have contributed to the devolution of SDG&E's
PR efforts.
Mr. Avery’s history of misstatements is quite shocking. The following
quotes from local print media are representative, but certainly not exhaustive, of
the misstatements perpetuated by SDG&E'’s primary spokesperson on the STP

project.
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Park commissioners listened for hours last night, first to SDG&E Vice President

Jim Avery, who told them running a transmission line through the park is the

only option if the region is to avoid an energy shortfall by 2010.1

This is sheer nonsense. SDG&E’s own August 2006 testimony identifies a
CT option and a combined cycle option, both of which keep the lights on through
2016. SDG&E’s January 2007 testimony identifies a whole slew of options,
including CTs, CCs, South Bay, Enpex, LEAPS, and a second SWPL, all of which

keep the lights on through 2020.

Jim Avery, the SDG&E vice president who oversees electricity assets for the
utility, said the Enpex project was bypassed in the 2003 procurement because
other projects were superior. But Avery said the Miramar might be more
attractive this time. "All things being equal, yes, a project with air credits is more
credible than one without the credits," Avery said. He added that selection would
still depend on the outcome of a competitive process for selecting new projects.
Avery said San Diego will need additional power plants and new transmission
lines to satisfy its expected electricity demand.?

Mr. Avery’s statement conflicts with SDG&E’s own testimony in this case.
As mentioned above, SDG&E'’s Sunrise proposal in its August 2006 and January
2007 testimony has no new SDG&E powerplants in the entire period studies
(2010-2020). SDG&E’s CT, CC, Enpex, and South Bay options in its 2007
testimony all have no new transmission lines. The only options that have both
transmission and new powerplants in the 2007 testimony are LEAPS and SWPL
2. And Mr. Avery had to have known this at the time he made the statement to

the press.

But at a public forum Thursday, Jim Avery, a senior vice president of SDG&E,
disputed the need for replacing the South Bay Power Plant. He said the utility has
no plans to purchase power from the proposed plant and that SDG&E is confident
it can meet the region's power needs without it .If you can meet the regions power
needs without a new plant at South Bay, then you can meet them without a new

16 SD U-T “Hundreds fill hearings on power line plans | Opponents urge state officials to keep 150-mile
route out of Anza-Borrego park” by J. Harry Jones, Feb 9, 2007

173. SD U-T “Miramar plant plan receives support | Enpex, NRG Energy to promote project” by Craig D.
Rose, Feb 8, 2007
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plant anywhere else in the SDG&E area. There’s nothing special about the South

Bay location, or South Bay Mw. [Edit. Note: so far, just a statement of

SDG&E'’s Case 201 - building Sunrise and zero new powerplants through

2020]. The San Diego region has a need for peaker power plants, not a larger

baseload generator that LS is planning for the site, Avery said ...... "What we

need are peaker plants. We don't need baseload plants," Avery said.s.

Mr. Avery’s claim of a need for peaker plants is contradicted by SDG&E's
own filings. SDG&E’s 2005, 2006 and 2007 filings all say there is no need for
peakers if the line is built and say there won’t be any peakers if STP is built,» and
much of the economic advantage of Sunrise over the CT case is precisely from
not having to pay for new peakers. And his statement about baseload plants

contradicts SDG&E’s August 2006 and January 2007 claims that there is no need
for peakers with STP.

Avery said SDG&E couldn't find a comparable alternative to Sunrise but did

have a fallback position, in the event the line is rejected by state requlators.......

The fallback, he said, was to build a handful of new power plants in San

Diego." The flaw in that logic has been that the governor recently signed a whole

lot of bills and that killed the idea of new plants because we need a 40 percent

reduction in greenhouse gas emissions," he said.?

Mr. Avery is undermined by his own company’s Table H-8 in SDG&E’s
January 2007 testimony, where it says that building a second SWPL provides
enough reliability improvement that no new powerplants are needed in San
Diego until 2017. And in SDG&E’s May 2007 errata to Table H-29 it
acknowledges that building a second SWPL is $21 million cheaper than building

CTs. Another flaw in the idea that the Governor has killed new powerplants is

that SDG&E just signed contracts and filed an application to buy 130 Mw of new

18 SD U-T “SDG&E won't buy power from new plant | Stance surprises some in South Bay” by Tanya
Mannes and Craig D. Rose, Jan 20, 2007

19 SDG&E, 12/05, Case 1 (STP and no peakers, through 2016); SDG&E, 8/4/06, Case 101 (STP and no
peakers, through 2016); SDG&E, 1/26/07, Case 201 (STP and no peakers, through 2020).

20SD U-T “A position of power | Utility industry vet finds his life's project: advocating Sunrise Powerlink”
by Craig D. Rose, Oct 10, 2006
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San Diego powerplants in 2008 - none of which are in any of SDG&E’s STP

testimony.

"What we've proposed is the result of many months of work and feedback from

hundreds of people in San Diego County," said Jim Avery, an SDG&E vice

president. On the other hand, Avery noted, local customers would garner 100

percent of the cost-savings he said would result from the project.>

The “100 percent” is utterly false. SDG&E’s January 2007 testimony and
workpapers show gross CAISO consumer energy benefits from building Sunrise
of $59 million in 2010, with $36 million of that flowing to SCE and PG&E. In
2015, gross CAISO consumer energy benefits are $146 million in 2015, with $86
million going to SCE and PG&E customers. The gross number is $199 million in
2020, with $130 million going to PG&E and SCE customers (Table H-32 and
associated workpapers, comparing cases 240 (CTs plus AMI) and 241 (Sunrise
plus AMI) All numbers are in 2005 dollars before inflation. Both the original
December 2005 and August 2006 testimony would have had analogous
underlying numbers. SDG&E has always admitted that dispatch benefits flow to

all CAISO customers, along with transmission costs, and used CAISO-wide

numbers in all its sworn testimony.2

Avery said oft-touted alternatives such as adding to San Diego's major east-west

power line, called the Southwest Powerlink, would not provide adequate

reliability and would be more expensive.»

Yet Table H-8 of the SDG&E's January 2007 testimony indicates no new
generation needed until 2017 with SWPL 2. This is echoed by Tables H-17

(levelized cost of building, owning, and operating STP is $156 million per year)

21 SD U-T “Route chosen for controversial power line | SDG&E plan to build towers in Anza-Borrego
criticized” by Craig D. Rose, Mar 21, 2006

22 Indeed, one of SDG&E’s mistakes is that it has used more than just CAISO-wide benefits, including
putative benefits to non-CAISO participants in Northern California as part of its calculations. UCAN has
estimated that $23 million per year of the benefits SDG&E claims for STP are for money that would flow to
non-CAISO utilities. See Marcus testimony, UCAN Table 5, 6th row of numbers.

314
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and H-29 (levelized cost of building, owning, and operating STP is $132 million
per year). When he says “more expensive”, he’s either lying or he means more
expensive after taking into account the effect on energy dispatch costs for all of
the CAISO and after taking into account RMR-type costs and post-2016 new

generation costs. As pointed out by UCAN’s analysis....neither are true.

He also said he hoped Sunrise would be primarily used for renewable power but

could not guarantee that it would not carry fossil-fuel generated electricity.»

This statement is disingenuous, at best. As Mr. Avery surely knows,
every line carries every kind of electricity as one cannot sort electrons.
Moreover, SDG&E’s GridView modeling shows the same renewable generation
with and without Sunrise, but also shows energy flowing over Sunrise. So any
renewable energy flowing over Sunrise means that much less renewable energy
flowing over SWPL. Also, since total imports to SDG&E go up with Sunrise but
renewable energy generation doesn’t, the incremental imports due to Sunrise

must all be non-renewables.

He also dismissed a number of alternatives raised by opponents, including a
suggestion that local needs can be met by modernizing power plants within the
county, rather than building new transmission lines. "VWe need both," Avery
said.»

This statement directly contradicts SDG&E's affirmative case, which has

no modernization of local plants, and relies on the existing Encina even as far in

the future as 2020.

"As we've said before, it's not a matter of if Sunrise is needed," said Jim Avery,
an SDG&E senior vice president, "it's when the line is needed."...... The boost
that Sunrise would provide is particularly valuable because it would eliminate the

%1d
25 Id
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need to pay for reliability services that now cost local ratepayers $200 million

annually, Avery said.»

This first statement summarizes SDG&E'’s oft-repeated misstatement that
a new major transmission line will be needed at some point. ~Of course, it
ignores the fact that building such a line prematurely imposes unwarranted costs
on the public. And it is undermined by UCAN’s testimony and by the strategy
employed by other utilities, such as PG&E to incrementally add transmission
where preferable rather than build expensive 500kV new lines.

His second statement is false on several counts. As Mr. Avery knew at the
time, Sunrise would not eliminate reliability service costs. And it’s turned out to
be untrue that the reliability service cost reduction would be $200 million;
SDG&E’s Table H-17, shows levelized RMR savings of $101 million/year. UCAN
identifies reasons why even that lower number is overstated by at least $40
million per year.”

The degree and constancy of Mr. Avery’s misrepresentations and his high
status at the company leads UCAN to conclude that SDG&E’s education
campaign has crossed the line into a misinformation campaign. The alarming

lapse is attributable to actions by the top officers in the company.

C. SDG&E’s Statements to Regulators are Replete with Misstatements

We further explored the possibility that perhaps Mr. Avery’s
misstatements were simply the consequence of trying to boil down complex
concepts for general public consumption. Thus, we looked for statements made
by Mr. Avery to regulators. I discovered statements made by SDG&E’s Avery to

the California Energy Commission (CEC), including Commissioner John

26 SD U-T “Proposed power line generates lots of heat | SDG&E would put Sunrise towers through Anza-
Borrego desert park” by Craig D. Rose, Jan 29, 2006

27 Marcus testimony, Table 5, “Reliability benefit adjustments” section and Marcus text on reliability
benefits.
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Geesman, on July 28, 2005.» His testimony that day is replete with false
statements and withheld material information. These statements confirm that
Mr. Avery has not succumbed to misstatement through simplification, but is
actually engaging in misinformation.

Excerpts from the transcript of that CEC hearing is a cogent testament to
how well-meaning regulators can be fooled by carefully worded misstatements
by utility representatives. It also might partially explain the Energy
Commission’s interest in supporting SDG&E’s STP proposal. ~ Here are some

examples of how the CEC was not given the straight story by Mr. Avery.

1. SDG&E’s desperate grab for a transmission line

12 Had it (Valley Rainbow) been allowed to go into service
13 in 2004, as we had requested, it would have saved

14 our customers in RMR costs from the MLCC side, as

15 well as just the fixed option payment equation,

16 about $191 million in the first two years. I

17 can't say enough how important transmission is for

18 us. (Transcipt, p. 82)

20 ....not only do we need to have this transmission line
21 in 2010, we need to have one or two more combined
22 cycle power plants built in San Diego. And,

23 again, nothing has happened in the way of trying

24 to permit those facilities, trying to locate those

25 facilities. And we're sitting here doing what we

1 can to get the transmission in here. But, I'll

2 tell you, we can't go through what we went through

3 with Valley Rainbow. If we do, our future is

4 beyond uncertain. (p. 89-90)

28 (http:/ /www.energy.ca.gov /2005 _energypolicy /documents/2005-07-28 hearing/2005-07-
28 TRANSCRIPT.PDE,)
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These statements are particularly revealing of SDG&E’s conviction in 2005
that it needed a stand-alone major 500kV transmission line. Avery goes so far as
to extol the virtues of the CPUC-rejected Valley-Rainbow line. Yet, as SDG&E
has declared to the CPUC this year, Valley-Rainbow would likely have cost state

ratepayers dearly.»

2. Fixes from the north

We absolutely believe someday

13 we have to go north. And to be honest, the real
14 benefits of the northern route are to the state

15 more so than San Diego.

16 We're sitting in an area where the

17 import capability into San Diego on a non-

18 simultaneous level is about 2500 megawatts. If I
19 look at the local generation that we're adding,

20 and I add in the qualifying facilities, and I

21 forget about the old power plants, South Bay and
22 Encina, that gives us somewhere in the

23 neighborhood of about 1800 megawatts, which should
24 be baseloaded. (p. 94)

This is the argument SDG&E used in support of Valley-Rainbow - that it
was needed to move power north. Mr. Avery doesn’t mention that, based upon
the findings of UCAN’s witness, that building Sunrise will greatly exacerbate the
problem, by allowing lots more power to try to come into SDG&E from the east
and go out to the north, only to find itself blocked north of SONGS. In fact,
SDG&E’s own Case 201 (SDG&E's proposed Sunrise case) model results do show
several hundred hours per year of congestion north of SONGS towards SCE. This

29 As Mr. Marcus explains in his testimony, SDG&E informed the CPUC in its January 2007 testimony that a
500 kV transmission line interconnecting SCE’s system to SDG&E’s Escondido-Talega transmission line, as
Valley-Rainbow would have, would require $1.9 billion of transmission upgrades to SDG&E's internal
transmission grid in order to be effective in meeting SDG&E reliability needs, and even then would only
provide 795 Mw of reliability benefits. The ISO argues in its March 2007 testimony that the same line would
only provide 500 Mw of reliability benefits (albeit without the $1.9 billion of internal upgrades).
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seems like an argument against STP, at least until Path 43 (north of SONGS - e.g.
Barre-Ellis) is reinforced, as described in the testimony of Mr. Marcus. Given
that this modeling may not have been done until after Mr. Avery’s appearance
before the CEC, this might not have been misinformation as much as bad

information.

3. Working with other utilities to fix transmission constraints

PRESIDING MEMBER GEESMAN: Thanks for

2 your presentation, Jim. I certainly hope that you

3 have not ruled out continuing to try to access a

4 northern connection, as well. I agree, you've

5 obviously had some difficulties with that, but I

6 would think that over time it's something that is

7 quite important, both to the region and to the

8 state, as a whole, to better interconnect your

9 part of the state from both the east and from the
10 west -- or both the east and from the north.

11 MR. AVERY: You raise a really

12 interesting point. We absolutely believe someday
13 we have to go north. And to be honest, the real
14 benefits of the northern route are to the state

15 more so than San Diego. (p.94)

So the question is that energy has to

11 either be absorbed in San Diego or be able to move
12 north into Southern California Edison. Well, our
13 only tie with Edison is through San Onofre. Well,
14 when San Onofre Units 2 and 3 are running, the
15 amount of additional energy that can go across
16 that path is limited to just a few hundred

17 megawatts, 300, 400 megawatts. (p. 95)

24 So, while we're looking at what we can

25 to satisfy our requirements, we also look to what

1 the state can do. And if we lose that opportunity

25



2 we'd be making a huge mistake.

3 I talked a little bit about the Miguel

4 line that went into service. That effectively

5 allowed us to bring in at the Miguel substation,

6 last Thursday, over 1700 megawatts. If I look at

7 that same time last year we were taking less than

8 1000 megawatts. Imagine what last Thursday would
9 have been like if we had taken 800 megawatts out
10 of the equation.

PRESIDING MEMBER GEESMAN: Well, I think

12 you hit a sore point, because one of the things we
13 seem least capable of doing as a state is taking a

14 broader perspective than an individual service

15 territory. Hopefully, we can improve upon that.

16 But I think we have a fairly sorry record to date. (p. 95-96)

There are two revealing aspects to Mr. Avery’s statements. First,
Commissioner Geesman twice raises the importance of working with
neighboring utilities (i.e. Edison) to address transmission needs. Mr. Avery
appears to agree, yet UCAN determined that SDG&E never met or talked to SCE
about enhancing the SONGS transmission path (Path 44). Mr. Avery talks
about the “few hundred megawatt” bottleneck around SONGS, but contrary to
the Commissioner’s express wishes, SDG&E didn’t attempt to work with SCE to
reduce that constraint.

Second, Mr. Avery claims to have demonstrated the advantages of cheap
fixes to the 230 kV system by claiming an 800 Mw reliability benefit from an
internal 230 kV line at Miguel. This is very similar to what UCAN is proposing:
securing an additional 350 Mw by a low-cost addition at the SCE end of the

system. Yet, UCAN expects that SDG&E will oppose this suggestion.

4. Misestimating RMR savings

5 we're looking at a situation where the 500 kV
6 line, our new project that we're looking at, if
7 look at what it could do for us right now in
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8 savings in RMR alone, we would be over $100

9 million of savings a year. You can build an awful
10 lot of transmission facilities with $100 million
11 of savings.

12 And by the way, that's RMR savings,

13 that's not even tapping into lower cost energy.
14 That probably produces another $100 million of
15 savings right there.

16 But just RMR savings alone more than

17 justifies these projects. (p. 101)

Mr. Avery is close to the numbers contained in SDG&E'’s subsequent 2006
application. But SDG&E says Sunrise costs $156 million per year on a levelized
basis (Table H-17), and yet it costs $246 million in 2010 and over $200
million/year on average from 2010 through 2019, inclusive (Table IV-10 of the
8/4/06 testimony). So saving $200 million/year clearly is not enough for the first
10 years of the project. As UCAN has demonstrated in its testimony, the actual
cost of the line to ratepayers is closer to $175 million per year and STP might
never be more cost-effective than the UCAN-defined alternatives.

Moreover, as established by Mr. Marcus in his testimony, SDG&E has
significantly exaggerated the RMR savings available through STP. Rather than
savings of $100 million per year, it is no more than about $60 million per year

and likely much lower.»

5. Who is really to blame and at what cost?

PRESIDING MEMBER GEESMAN: Do you have a

8 sense of what you expended on the Valley Rainbow
9 permitting process?

10 MR. AVERY: I know that number all too

11 well. It was right about $20 million to permit

12 those facilities. And we actually did not,

30 Marcus testimony, Table 5, quantifying $40 million per year in overstatied reliability benefits in SDG&E’s
testimony. The text of Mr. Marcus’s testimony describes qualitatively numerous other ways in which
SDG&E (and the ISO) have overestimated reliability savings. DRA’s May 18, 2007 testimony also addresses
SDG&E’s overestimation of reliability savings due to STP.
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13 unfortunately, get past the need phase of the

14 project.

15 The ISO determined the need and verified

16 the need early on. But, as you know, we got

17 lagged into the political process of nobody

18 wanting transmission built in their backyard. (p. 84)

This is a particularly revealing statement. As is explained below, SDG&E
is easily on track to far surpass the $20 million it spent promoting Valley-
Rainbow (all of which are monies for which SDG&E is being fully reimbursed
by ratepayers). The utility has spent close to that amount as of May 2007 and
hearings have not even begun yet.

Mr. Avery promotes the fiction that the Valley-Rainbow line was rejected
because of NIMBYism, yet the CPUC found that the line was not needed because
SDG&E had a suitable generation alternative (Palomar), not because of
NIMBYism. Itis telling that Mr. Avery sees transmission opposition as a
“political process” of nobody wanting a line near them. This is a world-view by
SDG&E that has probably colored its promotion of the line. It is proven untrue,

as UCAN and DRA have found the line was unwarranted without even getting

to the question of local land-use impacts.

6. Economics of renewables

2 These numbers, by the way, are at gas

3 prices of $5. If we use $8 gas prices, you can

4 add another $200 million on top of that.

5 So, from an economic standpoint, the

6 savings in RMR, the savings in congestion costs,
7 the access to renewable resources, the project

8 will pay for itself without a doubt. (p. 91-92)

SDG&E already has conceded in responses to UCAN data requests that it
enjoys access to renewable power; it’s called SWPL and it can handle 1450 Mw

every hour of the year, and up to 1750 Mw in some hours, just as it stands.
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(UCAN submits it could handle 1900 Mw year-round for the cost of a RAS;
SDG&E effectively conceded this point in its response to UCAN DR15-21c¢).

Moreover, UCAN’s witness not only debunks SDG&E’s claims RMR
savings (see above), but he also points out how savings in congestion costs are
not savings, they’re a cost. From the ratepayer point of view - every dollar
ratepayers pay in congestion reduces transmission revenue requirement, so it
balances out. What Mr. Avery doesn’t admit in his statement to the CEC is that
every dollar somebody else pays in congestion costs (e.g., CERSpays ISO for
wheeling through SDG&E from Sempra’s Mexicali plant and then ISO refunds
the fees to SDG&E ratepayers) also reduces SDG&E's transmission revenue
requirement, and is thus a benefit.

Also, as DRA correctly pointed out in its May 2007 testimony, SDG&E
didn’t use gas prices of $5 per MMBtu in their STP testimony. They used
$7/MMBtu - in 2005 dollars, with inflation added on top of that.»

ITII. SDG&E has used these misrepresentations and spent ratepayer
dollars freely and to generate a modicum of regional support for the STP

A. Tried to preempt public opinion

SDG&E has intentionally sought to win public opinion to its side, as it was
unable to do in the ill-fated Valley-Rainbow application. Frankly, there’s
nothing wrong with such an objective if done fairly and accurately. However, as
demonstrated above, SDG&E lost track of accuracy early in the process. UCAN’s
investigation into the genesis of the utility’s public outreach effort sheds some
light on where the company went off track. =~ By mid-2004, SDG&E had
resolved to build a major transmission line. In October 2004, SDG&E authored a

report entitled “A Public Affairs Plan

31 DRA, 5/18/07, Volume 3, p. 3:20-21: “One key flaw of SDG&E’s analysis was the assumption of
unreasonably high gas prices for its energy benefits modeling.”
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for SDG&E’s Proposed 500kV Transmission Line” that, in its own words: “is to
begin to chart a political course that provides SDG&E with the greatest chance
possible to license and build a new 500kV transmission line in its service
territory” The authors’ conclusion: “As a result, the question is not if a new line
is need, but when.”»2 The report maps out a comprehensive battle for the hearts
and minds of San Diego.»

Even more revealing is a January 2005 focus group conducted by SDG&E
consultants of “opinion leaders” who are characterized as “trusted SDG&E
allies”.  (See Attachment “B”) The key findings on page two are notable in that
they include:

e Respondents did believe that accessing additional renewables though a new line
was compelling, so long as it is coupled with other benefits, such as increased
reliability.

¢  When asked what SDG&E should do to build support for a line, respondents
overwhelmingly suggested that consumers need to be educated about the
benefits of such a project so that elected officials have “cover” to support a
controversial endeavor

e Participants indicated that they believe the biggest challenge facing the energy
industry over the next several years is building new power plants and making
San Diego County more energy independent

In sum, SDG&E tried out some marketing approaches on this focus group
and realized that “renewables” (i.e. renewable power) was the most potent
selling point. So now we hear constantly from SDG&E that this proposal is
about delivering renewable power even though SDG&E’s own long term

resource plan has only 40Mw of geothermal power, and at least half of 40Mw has

32 SDG&E response to UCAN DR8-17d , p. 3

3 Specifically, it sets out four steps: 1. Launch a proactive educational campaign designed to inform
decision-makers of the dire need for added transmission capacity in the region to preserve economic
sustainability.

2. Build regional support for SDG&E’s transmission alternative study in order to be well positioned to
mobilize a coalition of supporters to advocate for a specific project.

3. Identify and secure elected and appointed political champions at every level of government who are
willing to publicly support new transmission infrastructure.

4. Build and facilitate strong partnerships with other statewide investor-owned utilities who share similar
concerns about the lack of adequate transmission infrastructure.
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been withdrawn from CPUC consideration.»* The only renewables that will be
delivered will be 100Mw in 2008 and the controversial Stirling project.

The consultant’s conclusions at page seven were predictable and telling:

1. Initiate a grass roots education program - The existing public affairs plan proposes more
of a top down strategy to identify and mobilize third party champions at every level of
government to support a new transmission line. The results of this moderated discussion
suggest that a bottom up, or grass roots, approach should be considered as well.

This style of outreach would involve selling SDG&E’s Long-Term Resource Plan to
community groups and activists who have influence with important elected officials.
The group who participated in this discussion not only mentioned that consumer
education was necessary, but also suggested that elected officials might not support a
new transmission line unless they believed “political cover” existed to get behind such a
project. This approach also should provide a stronger basis for gaining broader regional
approval from a planning board such as SANDAG.

2. Tie transmission to local control - Another interesting outcome of the discussion was
the importance the group placed on increasing local control in San Diego County.
Undoubtedly, the group believes that greater local control, through the construction of
more power plants, by itself solves reliability issues.

To address this misperception, SDG&E might consider educating the public and key
leaders about how new transmission can also improve local control. Treating
transmission issues as separate and exclusive from generation tends to force consumers
and/or opinion leaders into a choice between the two options. In reality, the
simultaneous development of both generation and transmission is critical to achieving
the goal of many regional opinion leaders that San Diego should strive toward energy
independence. As aresult, educating these individuals more about the value of
transmission and how it leads to local control should help SDG&E reach its infrastructure
goals more effectively.

It is easy to see how SDG&E’s public outreach morphed into a selling
campaign where facts took a backseat.> Unfortunately, what has become a
misinformation campaign is also an expensive and misguided expenditure of

ratepayer dollars. Fortunately, it failed to generate support from most San

3 SDG&E’s 12/11/06 LTPP filing had a total of 40Mw of geothermal development over the entire 10-year
period of the filing from two 20Mw projects called Esmeralda I & II. SDG&E, LTPP Exh. IV-3, p. 28-30.
One of the Esmeralda projects was before the CPUC as an advice letter filing, but SDG&E withdrew it in
early 2007. (SDG&E 2/5/07 letter to CPUC withdrawing AL-1795-E because Esmeralda canceled the
contract)

3 The tying of transmission to local control is yet another example of perverted facts. Since 1998, SDG&E
has relinquished control of transmission to the ISO (and, indirectly, FERC).
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Diego opinion leaders, including a concerted effort in October/November 2006

at SANDAG. But not before spending a lot of ratepayer money in so trying.

B. Public relations effort made by SDG&E has been expensive

SDG&E has spent over $3 million of ratepayer dollars simply to promote

the STP in its misinformation campaign. SDG&E assembled a team of 38 utility

employees that SDG&E reports has worked on regulatory or community

outreach (notincluding technical experts who worked on the details of the

application itself). They are:

Debbie Reed
Jim Avery
Bill Reed
Steve Davis
Dave Geier

Laura McDonald

Lad Lorenz
Clay Faber

Jonathan Woldemariam

Billy Blattner

Stephanie Donovan

Jill Larson
Greg Barnes
Kevin O’Beirne
Dan LaMar
Tom Carr
Chris Terzich
Lynn Trexel
Bill Torre
Dave Harr
Kerry Lynch
Bill Assurian
Jim Turman
Sam Harris
Tim Moore
Alan Dusi
Sandra Flores
Scott Crider

President & COO

Senior Vice President

Senior Vice President

Senior Vice President

Vice President

Project Manager III

Vice President

Director

Technical Project Manager

CPUC Relations Manager
Communications Manager

Senior Counsel

Senior Counsel

Regulatory Case Administrator
Community Relations Manager
Project Manager II

Principal Environmental Specialist
Principal Land Planner
Transmission Engineering Manager
Team Lead

Substation Engineering and Design Manager
Senior Engineer

EMF Services Administrator
Civic/Structural Engineering Manager
Team Lead

Project Manager II

Project Manager I

Public Affairs Manager
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Ahmad Soloman Public Affairs Manager

Claudia Carrillo Public Affairs Manager

Juanita Hayes Public Affairs Manager

JC Thomas Government Relations Manager
Don Parent Public Affairs Manager

Ed Lopez Regional Public Affairs Manager
Duane Cave Public Affairs Manager

Mitch Mitchell Regional Vice President

Bill Lansinger Director

Rob Anderson Director 36

However, SDG&E is very resistant to detail the full extent of their

expenditures for these employees. On April 17, 2007 (a full 45 days prior to

testimony being due) , UCAN posed questions in its Data Request #17 asking for

SDG&E’s employee expenditures in a set of categories. SDG&E responded with

the following;:

SDG&E RESPONSE 37, SUBMITTED ON 4/26/07:

Regulatory Affairs

See text response below

Public Affairs

$ 878,016.78

Electric Transmission and Distribution Engineering

$ 154,503.21

Electric Transmission and Distribution Planning

$ 1,182,796.08

Media and Employee Communications

See text response below

Legal

See text response below

Environmental and Land Use Planning

$ 109,466.98

Customer Communications

See text response below

Community Relations

See text response below

Costs charged directly or allocated to Sunrise Powerlink from January 2005 to
present, excluding land purchases, are being charged to FERC Account

183 Preliminary Survey and Investigation.

Costs incurred by SDG&E's Public Affairs, Media and Employee
Communications, Customer Communications, and Community Relations
organizations are charged primarily to A&G FERC Accounts 920 Administrative

36 Response to UCAN DR2-108, and valid as of mid-2006. UCAN expects that additional names have been

added to this team and at least one (Bill Reed) is no longer on it.
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and General Salaries and 921 Office Supplies and Expenses. A portion of these
costs are subsequently credited to A&G FERC Account 922 Administrative
Expenses Transferred - Credit and allocated to capital projects, including Sunrise
Powerlink, on the basis of direct costs. During 2005, 2006, and March YTD

2007, SDG&E's average A&G allocation rates for capital projects were 4.41%,
3.07%, and 2.02%, respectively.

Costs charged to SDG&E by Sempra Energy's Legal organization and by
SDG&E's Regulatory Affairs organization are charged to A&G FERC Accounts
923 Outside Services Employed and 928 Regulatory Commission Expenses,
respectively. Costs charged to those accounts are not charged to Sunrise
Powerlink or other construction projects.

UCAN objected to the evasiveness of SDG&E’s April 27th response, telling
the utility:

“We note that you did not respond adequately to DR17-37 or 17-40. In
the first request, UCAN asked for specific costs under each of the
categories listed. SDG&E did not object to the question on the basis that it
was outside the scope of discoverable issues. However, it did not provide
specific costs related to Sunrise for certain categories for regulatory affairs,
media and employee communications, legal, customer communications
and community relations.

Moreover providing general percentages (During 2005, 2006, and March
YTD 2007, SDG&E's average A&G allocation rates for capital projects were
4.41%, 3.07%, and 2.02%, respectively) for these categories is not
responsive as it doesn't pertain specifically to Sunrise-related costs. Nor
are these figures quantified. Nor does it address any contracted services
specific to Sunrise, which should be included in any quantification.”s
SDG&E agreed to address UCAN'’s concerns and submitted a response
one week later. In that subsequent message, (see below) SDG&E concedes to
having spent $520,851.09 for “Regulatory Affairs, Public Affairs , Media and
Employee Communications, Customer Communications, and Community
Relations work.” Yet, it continues to represent that it spent $878,016.78 for

Public Affairs work, so we conclude that Public Affairs costs probably isn’t

included in the $520,851 figure.

37 e-mail to SDG&E from Michael Shames dated may 1, 2007.
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SDG&E SUPPLEMENTAL RESPONSE, SUBMITTED ON 5/4/07:

The question as stated pertains to SDG&E internal costs and not costs associated
with contracted services. The costs associated with contracted services are
provided in responses to questions 38 and 39.

Regulatory Affairs FERC Accounts 923 &
928

Public Affairs $ 878,016.78

Electric Transmission and Distribution Engineering $ 154,503.21

Electric Transmission and Distribution Planning $ 1,182,796.08

Media and Employee Communications FERC Accounts 920 &
921

Legal FERC Accounts 923 &
928

Environmental and Land Use Planning $ 109,466.98

Customer Communications FERC Accounts 920 &
921

Community Relations FERC Accounts 920 &
921

The Sunrise Project Team is structured such that public affairs staff and project
management staff are reporting to one cost center. Thus, there are direct charges
to Sunrise associated with public affairs activities (as shown in table above).
Otherwise, as stated in the previous response, Public Affairs , Media and
Employee Communications, Customer Communications, and Community
Relations, but not limited to these organizations, are charged to an overhead
pool. FERC Accounts 920 and 921 capture charges related to A&G for these
internal organizations and contracted services. The amounts in FERC Accounts
920 and 921 are then allocated based on SDG&E's average A&G allocation

rates for capital projects. The total A&G FERC Accounts 920 and 921 charges
allocated to Sunrise for January 2005 - March 2007 are $520,851.09. These A&G
dollars are allocated to all Sunrise costs, including contracted services.

Costs charged to SDG&E’s Legal organization and SDG&E’s Regulatory Affairs
organization are charged to FERC Accounts 923 & 928. Costs charged to these

accounts are not charged to Sunrise or any other projects.

Clearly, SDG&E is reluctant to or cannot itemize its internal costs

(excluding consultants) of its Regulatory Affairs, Public Affairs , Media and
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Employee Communications, Customer Communications, and Community
Relations and Legal costs, as they pertain to Sunrise. UCAN assumes that when
SDG&E includes “Public Affairs” in the 920 and 921 accounts, it means
Regulatory Affairs. Based upon this assumption, UCAN’s best estimate is that

the company’s internal costs - alone - exceed $1.2 million, so far.

C. Outside Contractors Heavily Relied Upon

In addition to the company’s own internal expenses, SDG&E has also
bestowed the ratepayers’ largesse upon a number of consultants. Some of the
spending was surreptitious, (e.g. ABLE, a so-called grassroots group that
supports STP) and some for behind-the-scenes consultants. All apparently are
charged to ratepayer accounts for reimbursement.

SDG&E admits to funneling $8,918.10 to the California Chamber of
Commerce to fund ABLE since April 2006.3

Notably, SDG&E also issued a RFP for lobbying/communication services
in Sacramento on February 20, 2007. It claimed that as of April, no such contract
has been issued, so it declined to give a cost for this “service” also charged to
ratepayers.? UCAN believes this cost - for whatever the contract amounts to -
will also be charged to ratepayers.

SDG&E also retained the services of a number of other consultants.
Excluding Greystone, which provided pubic outreach and route selection
activities services on the RFP, SDG&E reports spending $1.2 million for other
consultants.# From the best we can gather, this spending is figure is exclusive of
the approximate $1.2 million on internal costs, identified above. If only half of
the Arcadis expenditures were for public outreach, and not route selection, then

the total is bumped up to $1.9 million. However, UCAN is certain this is a very

38 Response to DR25-1
3 Response to DR17-40
40 Response to DR17-38
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low number as SDG&E admits that its 2007 budget, alone, for its internal costs is
$2.8 million.# For example, I estimate that the very high-tech computer
simulation of the proposed STP path found on SDG&E’s web page likely cost in
the range of $100,000 to create, just on its own.«

The following is a list of consultants and their billing summaries provided

by SDG&E as of April 2007:

Arcadis (Formerly Greystone Environmental)* $1,395,844.56
Southwest Strategies LLC $ 635,274.60
Hines Company $ 376,334.52
Four Square Productions Inc. $ 209,062.94
Lawrence Research $ 27,900.00
Tax Payers Advocate Organization $ 25,000.00

SDG&E declined to describe the roles of each of these consultants.s

D. SDG&E’s technical expenditures on this application

Even more unsettling is the sheer amount of technical expenses spent by
SDG&E so far. Based upon its responses to UCAN DR17-37 and 39, SDG&E

appears to have spent over $14,486,000 on technical consultants# and another

41 Response to DR7-163

42 http:/ / www.sdge.com/sunrisepowerlink/flyover/loader.html

43 Nonetheless, UCAN has determined that each have advised SDG&E as to public outreach in support of
STP. Southwest Strategies is a public affairs consulting firm based in San Diego. Hines Company (a.k.a.
Brandon Taylor Communications) is a visual communications company. Four Square Productions is a
mass-media, creative and public affairs consultancy, Lawrence Research is a focus-group/survey company
and Taxpayers Advocate Organization is unknown to UCAN but we believe it to be an “ Astroturf”
organization.

44 In its response to DR37-17, SDG&E offered this table:

An updated billing of engineering consultants is also being provided with this response.

Sargent & Lundy Engineers Ltd $ 12,983,393.79
Black & Veatch Corporation $ 243,057.94
ABB Inc $ 378,928.00
Nolte & Associates $ 303,520.21
Project Design Consultant $ 339,152.70
Utility System Efficiencies Inc $ 14,635.00
Navigant Reed Consulting Group $ 226,335.44
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$1,445,000 on internal technical expenditures. This totals over $16 million to
prepare an analysis that was riddled with embarrassing mistakes and miscues, as
detailed in the testimony of David Marcus. Given that the technical rebuttal,
hearings and EIR process has not really begun, I would expect SDG&E to spend
an additional $10 million on technical consultants before the matter is submitted

to the CPUC.

IV. SDG&E has declined to consider site banking as a possible
alternative to STP.

Within the region’s energy planning process at SANDAG, UCAN (and
others in San Diego) have been exploring a means of increasing deployment of
renewable energy within San Diego rather than relying upon imported
renewables. One promising concept involves the creation of energy parks or
energy farms. Within the industry, it is sometimes referred to as “site banking”.
This proposal was articulated in testimony filed by UCAN in early 2007 as part
of its submission in the Commission’s Long Term Procurement Plan (LTPP) case.
Notably, SDG&E did not respond to this proposal in its rebuttal in that case.

As UCAN explained in the LTPP submission, the San Diego region is
blessed with enormous solar energy potential. If properly “harvested”, the sun
and other renewable energy sources could easily power the region. Millions
(possibly even billions) of dollars would remain in the local economy creating
hundreds of high-paying jobs. It would enhance regional energy security and
would reduce San Diego’s impact on global warming.

As the Commission knows, the technology exists to build renewable

energy power plants. Local construction firms are hungry for projects. The
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investment dollars are available for these power plants. The public wants clean,
reliable energy. A 2006 analysis conducted by local engineers Richard Caputo
and Skip Frelich (and provided to SDG&E) found ample in-county renewables
(~1650 MW) that could be installed by 2020. This amount is out of a total
renewables potential of about 4650 MW in-county, or about the same amount of
MW as today’s total peak power demand in San Diego.

Most of this total MW (2/3) was in the form of smaller concentrating solar
power plants that were sprinkled all over the San Diego backcountry on plots of
30 to 200 acres of suitable land. The other 1/3 of in-county renewables was
provided by roof top PV (17%) and wind (12%). The remaining 4% is from
biomass plants and small hydro. The cost for these smaller plants to deliver
electricity to the in-county grid is about the same as the cost of delivering power
from the most cost-effective desert plant when the cost of the long distance
transmission line is considered.

The smaller concentrating solar plants which provide the lion share of the
in-county renewable power were distributed over 50 to 150 power plant sites.
The two technologies that appear to be suitable for this purpose are the
concentrating PV (photovoltaic) and the dish-Stirling power plants. The largest
source of land for these plants is grazing land since two types of these
concentrating solar power plants are compatible with this dual use. In addition,
SDG&E would look for sites for about 200 MW worth of wind power within the
county by 2020. This is out of a total potential of close to 1000 MW.

The amount of power from the total of these 100 power plants is estimated
to equate to one or two desert power plants. The added difficulty of obtaining
about 100 power plant siting approvals normally would be a significant
impediment to getting this in-county power, but this was successfully addressed
in the concept of a "renewable energy park" similar to one proposed in Nevada

near Gerlach.
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Conceptually, an energy park would serve as a place where all or most of
the arrangements are completed prior to the start of construction of a power
plant. This would involve the following steps:

e Establish maximum power capability of local grid so that the maximum
size of the power plant can be determined without major upgrade of back
country grid;

e Identify appropriate land area and location that goes with this grid
capacity;

e Provide sites via land purchases or leases with ranchers;

e Obtain zoning changes and other permits;

e Initiate an Environmental Assessment for a "generic" power plant.

All of these (~ 100) sites would be put in the "land energy bank" for use
by energy plant developers as SDG&E wants to bring power on line to meet our
future needs. This would put the ~ 100 smaller plants on the same footing as the
single large desert plant and make it equally attractive to the prospective
developer. It would overcome the extra cost and difficulty to site 100 times the
"easy" desert plant siting.

However, SDG&E must play a major role and must evidence a
commitment to the concept now in order to further develop the potential for in-
basin renewable generation. Yet, SDG&E states that as of May 2007, it:

1“"i

“...has not conducted any “analysis” of “’energy farms’ or site banking”
as those terms are described in UCAN’s testimony in the Long Term
Procurement Plan (LTPP) proceeding” .+

So SDG&E has few clues as to whether the creation of such energy farms
might serve as a suitable alternative for accessing the renewable power for which

it claims that STP is necessary.

45 SDG&E response to UCAN DR25-3
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ATTACHMENT “A” - QUALIFICATIONS OF MICHAEL SHAMES

Michael Shames has an extensive background in consumer and corporate
responsibility issues. Mr. Shames was the co-founder of Utility Consumers'
Action Network and is currently UCAN's Executive Director. A 1978 graduate of
UCLA, Mr. Shames received his Bachelor of Arts in Public Administration and
went on to receive a Juris Doctorate in 1982 from the University of San Diego
School of Law. During his studies at the University of San Diego, Mr. Shames
developed the model for UCAN. From the outset, UCAN was designed to
represent residential and small business consumers in the highly technical areas
of utility rate regulation.

During his 18-year tenure as Executive Director, Mr. Shames has
participated in numerous regulatory proceedings before the PUC. In addition to
all SDG&E general rate cases since 1986 and most major statewide electric
utility proceedings, Mr. Shames has played a major role in telecommunications
issues before the PUC. He has prepared expert testimony in the MCI-Sprint
merger case, the Pacific Bell Marketing Case and the Cingular Investigation of
2003. He also has provided expert testimony in each of SDG&E'’s last five rate
cases, and, most recently, in SDG&E’s Advanced Meter Initiative proceeding.

In addition to his work before the PUC, Mr. Shames has also participated
in several regulatory hearings on behalf of UCAN before the California
Department of Insurance. He presented expert testimony on the use of
telecommunications technologies in insurance redlining in RH-292, which
investigated "redlining" in the insurance industry and RH-313. These
proceedings determined timelines for prior approval rate regulations procedures.

Because of his advocacy experience, Mr. Shames was hired by the
California Department of Insurance to instruct and train CDOI employees on
consumer advocacy strategies and legal analysis. Mr. Shames still works with
the DOI on these issues and was appointed to the California Automobile
Assigned Risk Advisory Committee by Commissioner Garamendi.

Mr. Shames has repeatedly appeared before the California Energy
Commission and California Legislative Oversight Committee on Energy and
Public Utilities as a recognized consumer representative. He has spoken on
assorted utility consumer issues at the National Association of State Utility
Consumer Advocates (NASUCA) and the National Association of Regulatory
Utility Commissioners (NARUC) conferences as well as a number of other
conferences. He has testified in hearings before the Public Utilities Commission
on cellular and electric regulation cases. And he was selected to serve on the
Advisory Board of the Competition Policy Institute based in Washington DC.

In 1997, Mr. Shames was appointed by the California Public Utilities
Commission to serve on two advisory boards: The California Board for Energy
Efficiency and the Consumer Education Advisory Panel. And the California
Senate appointed Mr. Shames to serve on the Joint Task Force on Privacy
Reform. Since 2005, Mr. Shames has served on SDG&E’s Energy Efficiency
Program Advisory Group as well as Program Review Group.
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In addition to his work for UCAN, Mr. Shames has served as an adjunct
professor at University of San Diego, School of Business, where he has taught
between 1991 and 1995. His articles on utility issues have been published in
most of the state's major newspapers and scholastic journals, including the
Energy Law Journal on California’s Electric deregulation in summer 2003. He
has published articles in Public Utilities Reports, Harvard Business Review and
has contributed chapters to two books on deregulation. [“Preserving Consumer
Protection and Education in a Deregulated Electric Services Industry”, Who
Benefits From Privatization, Hossain & Malbon, eds. (Routledge, 1998) and
“Consumer Principles for Electric Utility Reform”, in Electric Utilities Moving into
the 21st Century, Enholm & Malko, eds. PUR Inc. (1994)]

Mr. Shames has also been appointed to local boards to serve as a
consumer representative, including the County Water Authority Panel on Utility
Costs (1989), the San Diego City Task Force on Sewer and Water Rates (1992),
and the San Diego County Public Works Board (1993). He has also been
honored as Distinguished Advocate for a Non-Profit Agency - University of San
Diego School of Law and has received two awards from the San Diego Press
Club for his advocacy work.
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ATTACHMENT “B” - SDG&E FOCUS GROUP REPORT

Memo

To: Laura McDonald

From: Alan Ziegaus, Chris Wahl

Date: January 3, 2005

Re: Moderated discussion overview and recommendations
cC: Buz Schott, JC Thomas

l. INTRODUCTION

On December 13, 2004, a discussion of California energy issues was organized by SDG&E and
moderated by Southwest Strategies. The following opinion leaders participated.

David Baron, Barona Valley Ranch Resort and Casino

Erik Bruvold, San Diego Regional Economic Development Corporation
Jerry and Julia Butkiewicz, San Diego-Imperial Counties Labor Council
Adam Day, Sycuan Resort and Casino

Gary Gallegos, San Diego Association of Governments

Kris Hartnett, San Diego County Building and Construction Trades Council
Pete Hedley, San Diego Military Advisory Council

Councilmember Jim Madaffer, San Diego City Council

Mitch Mitchell, San Diego Regional Chamber of Commerce

10 David Rohy, Former California Energy Commission Commissioner

11. Councilmember Michael Zucchet, San Diego City Council

©CoNorwWNE

This two-hour discussion centered around seven primary questions on both broad and specific
energy issues and included a presentation by Dave Geier of SDG&E describing the company’s
Long-Term Resource Plan. The session began with an icebreaker question asking each
participant to describe his or her most memorable event or situation related to energy.

The purpose of the discussion was to gather input from trusted SDG&E allies about the company’s
plans to build a major new transmission line in San Diego County. The feedback was enlightening
and valuable, but it should be noted that that more assertive speakers, such as Councilmember
Madaffer and Jerry Butkiewicz, shaped the discussion more than others. This memo outlines key
findings from the session, responses to each question posed by the moderator and
recommendations for moving forward with a transmission project.
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KEY FINDINGS

The discussion produced several key findings, all of which should be considered when building
community support for a new transmission line. However, it should be noted that the group did no
always reach consensus on some of these points. Some of the most significant are noted below.

1. Participants indicated that they believe the biggest challenge facing the energy industry

over the next several years is building new power plants and making San Diego County
more energy independent.

Respondents believe that little or no progress has been made since the energy crisis. In
fact, many suggested that energy companies had over-promised and under-delivered
when it comes to investing in new infrastructure.

When asked what SDG&E should be focused on over the next few years participants
responded that the company should be building more power plants. (Note: response was
given even after Dave Geier’'s presentation on the Long-Term Resource Plan).
Participants believed that in order to avoid a similar Valley Rainbow-type of result again,
the company should better define why a new transmission line is needed in San Diego.
When asked what SDG&E should do to build support for a line, respondents
overwhelmingly suggested that consumers need to be educated about the benefits of such
a project so that elected officials have “cover” to support a controversial endeavor.
Participants largely did not believe that the argument that California has 47 major
transmission lines and San Diego has one is a compelling reason to support a new line.
Respondents did believe that accessing additional renewables though a new line was
compelling, so long as it is coupled with other benefits, such as increased reliability.

SUMMARY OF SPECIFIC COMMENTS

Summarized below are the general responses to each of the seven questions posed by the
moderator. Also included is an analysis for each question.

Q1.

What do you see as some of the bigger challenges facing the energy industry over
the next few years?

Responses Times mentioned
Lack of local control/need for more power plants/aging facilities 4
Need for more transmission 2

Maintaining reliability
Lack of a regional consensus about best energy solutipn
Balanced environmental protection
Pursue renewables

PRk

46 The total number of responses in the “Times mentioned” column will not always match the total number of participants (12) either
because individual participants provided multiple responses to a single question, or a participant did not directly answer the questior

asked.
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Analysis

While this question did not produce much consensus early in the discussion, the group expressed
a strong sense that achieving energy independence in San Diego should be a critical objective.
Clearly, the group views building new power plants as the best way to achieve independence.

Specific comments noted that diversification of resources is important and that people are probabl
willing to pay more for a less-efficient energy process if given greater access to renewables.
However, other than a preference for more power plants, a consensus on what is needed most in
San Diego was absent during this discussion.

Q2. California’s energy crisis was a difficult period for everyone. In your opinion, what
specific progress has been made to prevent a similar situation in the future?

Responses Times mentioned
Not much has been done 7
Streamlined permitting process has resulted in faster-built plantsl

Analysis

There was near-unanimous consensus that little progress has been made in implementing
measures necessary to help avoid another energy crisis. In fact, the group expressed an overall
defeatist attitude related to the construction of new infrastructure following the crisis, saying that
the industry had “over-promised and under-delivered”.

Specific comments include Madaffer’'s remark that it is “disheartening” that very little has been
done since the energy crisis, and Mitchell's statement that “we are no better off today and things
have actually gotten worse”. Gallegos noted that the state’s financial crisis is a higher priority in
Sacramento and it may be difficult to get legislator’s attention when California could be on the
verge of bankruptcy. Bruvold noted that long term energy prices have locked California into an
uncompetitive energy market and major consumers are bearing the burden. He added that the onl
reason California retains large employers is because of their sunk costs.

Of some concern to SDG&E should be that participants were either not aware of SDG&E’s Long-
Term Resource Plan, or worse yet, do not consider it as part of the solution to San Diego’s energy
needs. The only positive comment related to this question came from Hartnett, who pointed out
that government streamlining had produced the construction of new peaker plants in San Diego.

At this point, Dave Geier made his presentation and the panel had
the benefit of his information for the remainder of the discussion.
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Q3. Building new infrastructure, such as power plants and transmission lines, is one
way to improve reliability. Another involves power from renewable resources, like
the sun and wind. Conservation also helps. In your opinion, what should SDG&E
be focused on in the next decade to ensure that we have enough power?

Responses Times mentioned
Building more generation/increasing local control 8
Pursuing a diversified approach which includes renewables 3
Building more transmission lines 1
Educating consumers about industry challenges 1

Analysis

Achieving greater local control, largely through the construction of new power plants, was again the
dominant answer in this question. Participants clearly believe that building new plants will improve
San Diego’s ability to regulate its power flow. The group did not believe that building more
transmission lines will produce a similar result.

Specific responses Butkiewicz’ comment that more local generation and greater local control will
lead to lower rates for San Diego consumers. But Mitchell and Zucchet explained that new
infrastructure must support a balanced approach, which includes moving toward renewables.
Hartnett countered with the statement that “you can build all the transmission lines you want, but
until you generate more power, you've done nothing to solve the customer’s problem.” As a
suggestion for generating more power, Hartnett even noted that SGD&E should consider building
units four and five at San Onofre.

Q4. You might remember a few years ago that SDG&E proposed a project called the
Valley Rainbow Interconnect that was rejected at the PUC 3-2. Do you have any
thoughts about what SDG&E could have done differently in order to be successful?

Responses Times mentioned
Needed to provide clearer reasons why the project was needed 4
Should have offered more benefits to affected commupities 2
More benefits to affected communities would not have| mattered1
Should have pursued more support from regional organizations 1
Should have coordinated better with Sempra Energy 1
Should have been more honest about true nature of project 1

Analysis
Overall, the group believed that SDG&E would have had a better chance for success with VRI had

the company provided a clearer picture about why the project was needed. The perception amonc
many of the participants was that the need for the line changed more than once.
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Madaffer and Hedley stated that more focus should have been placed on educating San Diego
consumers and local elected officials about the true nature of the project. Hedley analogized VRI
to the Airport Authority spending significant funds to educate San Diegans on the value of a new
airport. He urged a similar effort for any new transmission line proposed by the company.

One important note to consider is that Zucchet suggested in response to this question, and again il
a subsequent question, that he believed the company had not been forthright in its positioning of
the project. Further, he suggested that the company dishonestly attempted to position the line as
an environmentally beneficial project when no such benefits existed. However, he did not
elaborate on how he had formulated this opinion. Nevertheless, measures should be taken to
avoid any elected official from reaching this type of opinion.

Q5. At some point in the near future, SDG&E will again pursue the licensing and
construction of a new transmission line. Do you have any thoughts on how best to
build support for such a project?

Responses Times mentioned

Educate consumers/public about project benefits 6

Identify a new consumer advocate 2

Build more San Diego generation 1
Analysis

With this question focusing on the core issue of this discussion’s purpose, the panelists did
recognize the difficulty, but not impossibility, of building support for a new major transmission line.
However, to be successful, the group strongly advocated that SDG&E should engage in a
comprehensive public education campaign about why a new line is so important. Additionally, the
group postulated that without this type of effort, ultimate success would be difficult to reach.

Specific comments included Gallegos saying that it might be a good strategy to describe the need
for a new line in conjunction with other important quality of life issues, such as health care and
education. Hedley noted that it will be imperative “to be in close contact with your customers”.
Butkiewicz stated that building energy at home is the key, and he warned that elected officials
might not support a new transmission line for fear they might be defeated at the polls, and cited
Imperial Valley Water Transfer as an example.

Zucchet again commented on the importance of being honest about the merits of a project and the
need to present compelling reasons for local residents to support a new transmission line.
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Q6. There are 47 major transmission lines that serve as the backbone of the state grid
system. These lines, which carry 500,000 volts of power, are like major freeways,
connecting cities and making it easier to travel. What are your thoughts on this
situation? Do you think this is a compelling argument to build support for a new
major line in San Diego County?

Responses Times mentioned

NO, not compelling /public doesn’t like transmission lines 7

YES, but need to emphasize reliability 3

MIXED, disconnect between generation and transmigsion 1
Analysis

Participants largely believed that this comparison is not a compelling reason to build a new
transmission line in San Diego County. Day, Bruvold, Rohy, Madaffer, Butkiewicz and Hedley
agreed that the public generally looks at new transmission lines unfavorably. However, these
individuals also said that if SDG&E does use the “47 versus 1” argument, the company should
make a case that transmission lines improve reliability.

Gallegos and Zucchet said a more compelling reason to build a new transmission line was to
prevent potential outages during emergency situations. Both cited the Cedar fire as a good
example. Day urged caution of mixing messages about the need for transmission versus
generation, but suggested that San Diego would be better off pursuing both types of infrastructure

Q7. Suppose you knew that SDG&E could meet the State’s renewables mandate by 2010,
or seven years earlier than required, if it were able to construct a major new
transmission line that could access hard to reach renewables. If this was the case,
would you be more inclined to support a major new transmission line in San Diego?

Responses Times mentioned

YES, but education is needed to connect the ideas 6

NO, because reliability is a more salient message 3

MAYBE, if we had renewables that were easy to access 1
Analysis

Responses to this final question returned the group to its position of no consensus. Participants
indicated that while renewables may not be the complete answer to the region’s energy needs,
they are an important part of selling any proposed new transmission line project.

Zucchet, Butkiewicz, Madaffer and Day thought that accessing renewables would be a compelling
argument, but Hedley, Hartnett and Gallegos did not agree without substantial education. Zucche
and Butkiewicz were the most supportive of this idea, stating that pro-environment messages

resonated with important target audiences. Bruvold and Rohy were the most skeptical, saying tha
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San Diego County does not have any easily accessible renewables and that an education progran
emphasizing safety, affordability and reliability is also very important.

V. RECOMMENDATIONS

Based on the responses provided, the following recommendations are proposed for your
consideration. Both should be folded into the overall public affairs plan that is currently being
implemented in order to achieve maximum support for a new transmission line.

3. Initiate a grass roots education prograithe existing public affairs plan proposes
more of a top down strategy to identify and mobilize third party champions at every level of
government to support a new transmission line. The results of this moderated discussion
suggest that a bottom up, or grass roots, approach should be considered as well.

This style of outreach would involve selling SDG&E’s Long-Term Resource Plan to
community groups and activists who have influence with important elected officials. The
group who participated in this discussion not only mentioned that consumer education was
necessary, but also suggested that elected officials might not support a new transmission
line unless they believed “political cover” existed to get behind such a project. This
approach also should provide a stronger basis for gaining broader regional approval from a
planning board such as SANDAG.

4. Tie transmission to local controAnother interesting outcome of the discussion was
the importance the group placed on increasing local control in San Diego County.
Undoubtedly, the group believes that greater local control, through the construction of
more power plants, by itself solves reliability issues.

To address this misperception, SDG&E might consider educating the public and key
leaders about how new transmission can also improve local control. Treating transmission
issues as separate and exclusive from generation tends to force consumers and/or opinion
leaders into a choice between the two options. In reality, the simultaneous development of
both generation and transmission is critical to achieving the goal of many regional opinion
leaders that San Diego should strive toward energy independence. As a result, educating
these individuals more about the value of transmission and how it leads to local control
should help SDG&E reach its infrastructure goals more effectively.
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