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TESTIMONY OF SCOTT LOGAN

The purpose of this testimony is to provide the Commission with a policy basis and background for its review of San Diego Gas & Electric Company’s (SDG&E) application for a Certificate of Public Convenience and Necessity (CPC&N) for the Valley-Rainbow Interconnect Project (Project or VRTP). 

The Project was initially proposed by SDG&E as a means to meet SDG&E’s reliability needs for 2004 and beyond. That reliability need was identified as a generating capacity deficit, not a transmission system problem. The California Independent System Operator (ISO) Board of Governors later recognized that non-wires alternatives, such as generation and energy efficiency, should be studied for their feasibility, and made a commitment to conduct a process that would review such alternatives. Eventually, the ISO Board abandoned that commitment. The ISO is now sponsoring witnesses who recommend that the Project be built, notwithstanding the ISO  staff’s current view that it is not necessary to meet reliability criteria. The ISO’s position is that the project (1) has some vague reliability benefits not quantified in the ISO’s testimony and not captured in the economic analysis performed by SDG&E’s consultants, Henwood Energy Associates, and (2) will move the state to a more robust transmission grid more competition among generators.

SDG&E’s position on the Project appears consistent with the ISO’s. The utility’s October testimony recognizes that the load forecast has changed for the service territory, and the capacity deficit is pushed out until at least 2005. However, the testimony suggests that the economic benefits of the Project are significant. Indeed, both the ISO and SDG&E now argue that the Project is justified by its economic benefits alone, and that the CPC&N should be granted on that basis.

ORA agrees that the Project should be evaluated based on a comparison of the economic benefits to the Project costs. ORA’s consultant has conducted such an analysis. The analysis assumes that all of the economic benefits accrue to the ISO system. We note that (FERC) ratemaking for new transmission projects in the ISO territory—whether the costs of the line will be borne equally by all ISO ratepayers or borne more by SDG&E’s ratepayers—is currently under review at FERC. ORA’s economic analysis recognizes all the benefits the project might have for ratepayers throughout the ISO territory (plus ratepayers of LADWP), thereby looking at the project it best possible light. Even with this generous perspective, our economic analysis finds that the Project is not economically justified. 

This proceeding begs the question: Who is responsible for electric system planning in the state of California? We have a non-profit, public benefit corporation, suggesting that a major transmission line costing about $350 million should be constructed first for reliability purposes, only to switch to the economic justification when circumstances changed. The ISO’s argument suggests that sooner or later, a transmission project will pay off, so it proposes to build the line sooner.  

We have a utility suggesting that because of the uncertainty over the timing of new generation development in or near its service territory, its only option is to construct a new transmission addition. SDG&E’s justification for the line appears based on its belief that cannot control the generation market, therefore the only means to ensure adequate generation for its customers is to significantly increase import capability. 

The ISO operates the transmission grid and performs the dispatch function, but it does not own transmission or generation facilities. SDG&E owns its transmission lines and its retained generation facilities, but has no ability (at the present) to build new generation facilities. The transmission solution is a mutual benefit to both entities. The ISO will naturally welcome all transmission additions that improve its ability to operate the system reliably. The utility’s only option to meet system needs that it can control and also earn a return on is the transmission investment. In same time, ratepayers have no assurance that transmission is the least cost answer to SDG&E’s electric system needs, because neither the ISO or the utility have a examined alternatives to the Project.

What is lacking is a planning process that is accountable to ratepayers. The ISO does not conduct hearings, has not analyzed non-wires alternatives, and apparently will not reassess the VRTP in light of changed circumstances. SDG&E does not file resource plans at the CPUC or the Energy Commission, and does not pursue generation or contract options to meet reliability needs. Ratepayers deserve a more considered and thoughtful approach to a major investment such as VRTP. Further, the VRTP should be treated as a resource option in a long-range planning process, rather than a fixed addition to the electrical system.

Several forums are currently gearing up to address system planning issues. The California Power Authority has recently released its Draft Energy Resource Investment Plan (ERIP), where generation and efficiency resources costing up to $17 billion are proposed. The Commission has initiated a Procurement Rulemaking (R.01-10-024) with the goal of making the IOUs responsible for meeting the generation needs of their customers by 2003. Finally, the AB 970 Transmission Investigation (I.00-11-001) is scheduled to review the ISO’s consultant’s study of new methods to analyze economic benefits of transmission lines this spring.

Fortunately, time is not of the essence. ORA’s analysis shows that the Project is not economically justified. The Commission has several options. It can deny the application without prejudice, and suggest that SDG&E refile if and when a reliability need is identified on the system. It can order the utility to submit a feasibility study of non-transmission alternatives as a supplement to this application. Or the Commission itself can conduct a study of alternatives in a later phase of this proceeding.
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Q1.
Please state your name and business address.

A1.
My name is Scott Logan.  My business address is 505 Van Ness Avenue, San 

Francisco, California 94102-3298.

Q2.
By whom are you employed and in what capacity?

A2.
I am employed by the California Public Utilities Commission as a Regulatory 

Analyst in the Office of Ratepayer Advocates (ORA).

Q3.
Please describe your educational and professional experience.

A3.
I graduated from San Francisco State University with a BA in Economics.  Since   

            joining the Commission in 1986, I have prepared various reports and testified 

numerous times as an expert witness before the Commission.  My areas of expertise include demand-side management, resource planning, utility systems, and affiliate rules. Since November of 2000, I have been ORA’s project coordinator in the Transmission Constraint Proceeding, I.00-11-001.

Q4.
What is your area of responsibility in this proceeding?

A4.
I am sponsoring the attached testimony

Q5.
Does this complete your testimony?

A5.
Yes, it does.


