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ECONOMIC IMPACT STATEMENT
A ESTIMATED PRIVATE SECTOR COSTMPACTS (lndudswlcglg_ﬁcons and _a_s&npﬁonsin the rulemaking record )
1. Check the appropriate box(es) below o indicate whether this regutation:
Da. Impacts businesses and/or employees De Imposes reporting requirements
D b. Impacts smaltbusinesses D I imposes prescriptive instead of performance standands
Dc. Impacts jobs or occupations [:I g mpacts individuals
D d. Impacts Caltforniacompetiveness Z h. None of the above (Explain below. Complele

Fiscal Impacl Statement as appropriate.)

h. oo _Bequiations create voluntary pr for persons {utilitj ton t ignatign of a corridor.

{If any baxin ltems 1 a through g is checked, compieta this Economic impact Siaternent. )
2. Enter the total number of businesses impacted:. & Describe the typas o businesses (Include nonprofiisy,_ LW Eshat-0hned utifines &

unknown number o fprivate transmission operaters may choose toinvoke the regulations if adopted.

Ertter the nurnber or percentage of total businesses impacted that are small businesses.__{
A Enter the number of businesses that will be created: & eliminated: _0

Explain,_No effect on smelf businesses.

). Indicate the geographic extent ol impacts: Ds!:ac-wlda DLoczl or regional (list areas):

‘The designation o f transmission corridors may oceur at alocal or regionalievel depending on what an applicani proposes.

5. Enter the number of jbs created;, 0 of eliminated; U _____ Describethe types of jobs or occupations impacted:

8. Wil the reguiation affect the ability of Califorria businesses to compete with ciher states by making it more costly o produce goods o serviceshera?

O ves £ No It yes, explain briefly:

B. ESTIMATED COSTS _(fnclude calcuiations and assumptions in the niemaking record.)

1. What are the total statewide doilar costs that businessesand individualsmay incur to comply with this regulation over ifs ifetme? §lmamz

a Initial costs for a small business: §_7 Annualongoingcosts: § Years: __

b. Initial costs for a typicalbusiness: $_8-5.7 o Annwal ongoing costs: § 135850 % Years: W'

¢. Initial costs for an individual: §_2 Annual ongoing costs: § Years:

d. Describe oiher econormic costs that may ocour:_Abgve applicant preparation and {og cosis include reimbursement to

the Energy Commission and local governments for their corridor review and processing costs.
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ECONOMIC AND FISCAL IMPACT STATEMENT cont (STD. 388, Rev. 2-58)

2 if muttipleindustries are impacted, enter the share of total costs for each industry: NA

3. If the reguiation imposes reporting requirements, enter the annuat costs a typical business may incur to comply with these requirements. (inciude he dolar
custs 1o do programming, recordieeping, neporting, and other paperwork, Mranofhepmermkmwtbesmma.)sﬂlL___
4. Will this reguiation directly impact housingoosts? 1 ves “Z: No f yes, emer the annual doller cost per housingunit$________ andthe

number of units:

5. A thars comparable Federal mgulations? D*n_s D No  Explain the need for State reguiation given the existance or absence of Fedarm)
raguias State regulaticnneeded 10 specify process for designating transmission corridors on non-federal lands.

Entter any agditional costs 10 businesses and/or individuals that may be dus to State - Fedecal differences:$

C. ESMMATED BENEFITS _(Estimalionof the dollar vaiue of benefiis is not spedificaliy required by nsemaldng faw, but sncouraged,)

1. Brisfly summarize the benefits that mexy fasult from this regulation and who willbeneft: Accelerated transmission permit process for utilites.
Better opportunites for public/stakeisolder participation. Support policy/environmental goals to access renewable power

generation. Lower transmissionsystem cgngestion costs and improved system reliability benefit the state's ratepayers.

2. Are tha benefits the rasulot: D specific statutory requirements, or D geeis deveioped by the agency basad an broad statutacy authority 7
Explain;_State’s ransmission system needs and goals are in the Commission's 2007 Strategic Transmission Invesiment Plan.

3 Whatare the totn! statewide benefits from this reguiaton over its fitetime?s 2.6 bil.

e ey
D. ALTERNATIVES TO THE REGULATION {Include caiculations and assumptions in the nismeiing record, Estimation of the doflar value of benefits is not
Specifically required by rulsiaking law, but encouraged.)

1. Listahematives consideredand desorbe thambelow. f no alematives wer: considered, axplain why not_ Using (he stannory provisions
of SB 1059 and CEQA provisions was considered in tteu of the proposed regulations. Regulations better define designation pro- )
cess, roles and responsibilitiesof parties, and provide process certainty.

2. Surrrnarize the total statewide costs and banefits frormn this regulation and each altermative considered:

Regulaton: Benefit $.56 million _ Cogt £ ¥ 3./ ML
Atemative 1: Beroit S 86 million Gogr: 5 Y7 3. M
Aliemative 2 Banefit §. Cost $,

3. Brigfly discuss any quarificaion lssues that are relavant to a comparison of estimated costs and benefits for this regulationor altematives:
Estimated cost range is per applicantand includes reimbursement of Commission and local government processing costs.

Estimated benefits reflect one-third of the current transmision congestion costs to the state's utilities and ratepayers.

4. Rulemaking law raquires agenciesto consider performance standards s an allemative, if 2 regulation mandaies the use of specific technologies or
aquipment, or prescribes specific actions or proceduras. Weve performance sandands considered to iower compliance costs? DYe! Z

Explain;,_NA

E. MAJOR REGULATIONS  (include calculations and assumpbions in the rulemaking record.}
CalEPA boards, offices and departments are subject to the following additional reguirements per Health and Safety Code section 57005,
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ECONOMIC AND FISCAL IMPACT STATEMENT cont (STD. 399, Rev. 2-98)

1. Wil the estimated costs of this reguiation to California business enterprises exceed $10 million 7 D Yes No (I No, skip the rest of this section)

2 Briefly describeeach equally as effective alternative, or combination of alternatives, for which a cost-effectivenessanalysis was performed:
Aliernative 1,

Alternative 2

3. For the regulation, and each alternativejustdescribed, enter the estimated total cost and overall cost-effectivenessratio:

Regulation: $ Cost-effectiveness ratio:
Alternative 12 $ Cost-effectiveness ratio:
Altarnative 2 $ Costeffectiveness ratio:

FISCAL IMPACT STATEMENT

A FISCAL EFFECT ON LOCAL GOVERNMENT  (Indicate appropriataboxes 1 through 6 and aitach catculations and T
the current year and #wo subsequent Fiscal Years}

D 1. Additional expendituresof approximately &, in the current State Fiscal Year which are reimbursableby the State pursuantto
Section 6 of Asticle XNt B of the Caiffornia Constitution and Sections 17500 et seq. of the Government Code. Funding for this reimbursement:

1sof fiscaf impact for

O I8 providedin (item

Budget Act of, )or (Chapter, Statutes of.

D b. willbe requestedin the, - - CGovemor's Budget for appropriationin Budget Act of
(FISCAL YEAR)

IZ 2 Additional expendituresof approximately $, 5] in the current State Fiscal Year which are not reimbursableby the State pursuantto
Saction 6 of Articte XI B of the California Constitution and Sections 17500 et seq. of the Govemment Code because this regulation:

D a. Implements the Federal mandate containedin

D b. implements the courtmandate set forth by the,

courtin the case of, V5

D ¢. implements a mandale of the people of this State expressed in their approval of PropositionNa Aalthe
election;

DATE)
D d. is issuedonty in response t0 a specific request from the

which Is/are the only local entity(s) affected;

D e witbe tulty f d tram e local agency fees for actual and added costs of reviewing an application _authorizedby Section
o TFEES, REVENUE, ETC)

25334(e) of he Public Resources

Code;

D f. provides for savings to each affected unit of local government which will, at a minimum, offset any additional costs to each such unil.
D 3. Savings of approximately $

annualty.

D4. No additionalcosts or savings because this regulation makes only technical, non-substantive or clarifyingchanges to current faw and regulations.
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ECONOMIC AND FISCAL IMPACT STATEMENT cont (STD. 399, Rev. 2-98}

Dt’:‘ No fiscal impact exists bacauss this regulation does not affect any local entity or program.

D 6. Oiher.

A et Bty ey el gy~ T T
B. FISCAL EFFECT ON STATE GOVERNMENT (Indicata appropriatebaxes 1 through 4 and aftach calculations and assumptions of fiscal impact for
the currentyear and two subsequent Fiscal Years.)

- 1. Additional expendiiures of approximately $, jn the cunrent State Fiscal Year. itis anticipated that State agencies will:
D a. be able to absorb these additional costs within their existingbudgets and resources.

D b. request an increase in the currently authorizedbudget level for the fiscal year.

D?_. Savings of approximately s, inthe cument State Fiscal Year.
D 3. No fiscal impact exists because this regulation does not affect any State agency or program.
£ 4. Other.

C. FISCALEFFECT ON FEDERAL FUNDING OF STATE PROGRAMS  (Indicate appropriate boxes 1 through 4 and attach calculations and assumptlions
of fiscal impact for the current year and fwo subsequentFiscal Years.)

D 1. Additional expenditures of approximately § jn the current State Fiscal Year.

D 2 Savings of approximatety $, in the current State Fiscal Year.

4.3 Nofiscal impact asig tation does not affect any federally funded State agency or program.

24 Other

L it ey gl o
SIGNATURE

AGENCY SECRETARY ' 5 L );*" Patrick Kemp ‘
APPROVAUCONCURRENCE .42 L Avsiniant Hearebasy VALY,

T T PROGHAN BNDGET AANAGER Ay tel 5 -t et e YT
DEPARTMENT OF FINANCE *
APPROVAUCONCURRENCE - #£7
1. The sgnature atlesls that the agency has completed the STD. 399 according fo the instructions in SAM sections 6800-6680, and understands the

impacts of the proposed rulemaking. State boards, offices, or departments po! under an Agency Secretary must have the form signed by the highest
ranking officlal in the organization.

2. Finance approval and signaiure is required when SAM sections 6600-6670 require completion of the Fiscal Impact Staterent in the STD. 399
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ring Material for ic/Fiscal | ment for t
A ion of Requlati ishin f Designate Transmission

This document contains an analysis of the potential economic and fiscal impacts
resulting from implementation of the proposed regulations to establish an Energy
Commission (Commission) process for designating electric transmission cortidor zones.

Background

The proposed regulations would make specific the process for implementing the
California Energy Commission's new authority to designate transmission corridor zones
for future high-voltage electric transmission lines within the state. The Commission's
new authority stems from Senate Bill 1059, which was enacted in September 2006.
(Stats. 2006, Ch. 638) Specifically, SB 1059 added Chapter 4.3, or sections 25330 to
25341, to the Warren-Alquist Act, which is the Energy Commission's enabling statute in
the Public Resources Code. Saction 25331 of the Public Resources Code specifically
authorizes the Energy Commission to designate transmission corridor zones on its own
motion or by application of a person who plans to build a high-voltage electric
transmission line in the state within the next 10 to 20 years. The Commission must
update designated corridors at least once every 10 years.

Statement of the Mandate

For any proposed regulation, an agency must determine whether the regulation imposes
a mandate on local agencies or school districts and, if so, whether the mandate requires
state reimbursement. Additionally, an agency must prepare an estimate of the cost or
savings to any state agency, the cost to any local agency or school district that is
required to be reimbursed, other nondiscretionary costs or savings imposed on the local
agencies, and the cost or savings in federal funding to the state. Costs or savings
means additional costs or savings, both direct and indirect, that a public agency
necessarily incurs in reasonable compliance with a reguiation (SAM 6601). Under state
regulations, such impacts must be analyzed for the current fiscal year and for at least
the next two fiscal years.

The first step in this analysis is to determine whether the regulation will require local
entities to undertake a new program or to provide an increased level of service in an
existing program.



Fiscal Impact On Local Government

The regulations require the Commission to consult with city and county government
entities having a jurisdictional interestin a proposed corridor zone, and request
information about their land use plans and activities and other relevant matters. Senate
Bill 1059 also requires city and county govemments to consider existing designated
transmission corridor zones when making determinations on local land use actions
within or adjacent to corridor zones (and to notify the Commission of proposed
development projects within corridor zones), that may affect the future viability of
developing or expanding transmission infrastructure within the corridor zones. in
response, the Commission may recommend revisions, redesigns or mitigation measures
to proposed development projects, which cities and counties are required to consider
pricr to taking approval action on proposed land use changes.

Therefore, the proposed regulations (and legislation) could require local entities to
provide an increased level of service in an existing program. These service costs,
howsver, are not considered reimbursable state mandated costs because the
regulations provide a process for reimbursernent to cities and counties {from the
Commission) for their actual and added costs to provide such information and to review
and comment upon a proposed corridor zone application. Potential service costs related
to considering the impacts of development projects on designated corridors (Section
25341) are not reimbursable because Section 4 of SB 1059 provides that local agencies
or school districts have authority to levy charges, fees, or assessments to pay for any
program or service costs mandated by this act. It's assumed that local governments
would recoup these costs from an applicant of a proposed development project as part
of the development permit fee in accordance with Government Code Section 65943(e).

To estimate the potential non-reimbursablelocal government costs for the current and
next two fiscal years, the Commission developeda range of corridor zone applications
that might be filed and a corresponding range of local government entities that
potentially would be requested to review and comment on proposed corridor
applications during this period. The Commission used local government fee data from
its 2003 Siting Fee Study to develop a range of costs that might be reimbursed to local
governments for reviewing corridor designation applications.

The Commission estimates that from one to three applications for corridor zone
designations would be filed within the next three fiscal years. The Commission
estimates that between three and 12 city and county govemments would be requested
to review and comment on proposed applications filed during this period. The
anticipated reimbursementcost to a local government is expected to range between
$5,000 and $50,000. Based on these estimates, total reimbursable costs could range
between $15,000 (3 x $5,000) for one application with only three affected local
governments at the low end, and $600,000 (12 x $50,000) for three applications at the
high end. Due to the 12-month processing period for corridor zone applications, it's
assumed local governments would incur no or minimal costs related to notifying the
Commission of development actions within designated corridor zones during the current
and folltowing two fiscal years.



Fiscal Impact on State Government

SB 1059 requires the Commission to consult with and request comments from all
affected state agencies having an interest in a proposed transmission corridor zone,
relating to their existing program activities, including the Electricity Oversight Board and
the Independent System Operator. Therefore, aside from the Energy Commission, no
other state agency will necessarily incur any additional costs beyond their program
responsibilities in the reasonable compliance, administration, implementation or
enforcement of these regulations. The regulations provide that the Energy Commission
will be reimbursed by applicants for all of its costs associated with the corridor
designation process. The Commission, has received eight new positions (four starting,
during fiscal year 2007-08 and four more starting during fiscal year 2008-09) to meet the
mandates of SB 1059. The estimated staffing cost for the current fiscal year is
$536,000. The estimated staffing cost for the next two fiscal years is $1,019 miilion per
year. No savings to the state will result from these proposed regulations.

Fiscal impact on Federal Funding of State Programs
The proposed regulations do not result in any reductions in or savings of federal funds.
Economic impacts to Businesses

The proposed regulations make specific a voluntary process that is established by
statute for any person interested in constructing high-voltage electric transmission
infrastructure and requesting the Energy Commission to designate a transmission
corridor zone. The adoption of the proposed regulations would not automatically impose
any requirements, restrictions, standards, or prohibitions on businesses or have any
other economic effect on them. Neverthsless, in the interest of discussing costs and
benefits that may accrus to the state's investor-owned utilities, which are considered
private businesses, should they elect to request designation of transmission corridors,
an economic impact analysis was conducted. The potential costs and benefits identified
in the analysis are secondary effects in that they result from a business choosing to take
advantage of the corridor-designationprocess.

As described in the analysis below, the proposed regulations have the potential to
create a significant net economic benefit to the state's utilities and ratepayers by
improving California's electricity reliability, reducing current transmission system
congestion costs, and improving access to lower-cost electricity.

Potential Economic Costs

The economic costs considered inciude the administrative and application preparation
and processing costs to a utility or other applicant electing to file an application with the
Commission for designation of a transmission corridor zone. Most of the information
required to be contained in an appiication is already developed by utilities during their
regular transmission planning and permitting activities. Therefore, thess reguiations



would not impose significant additional costs for them to gather or developit. However,
the added potential economic costs to a utility to prepare and represent an application
during the corridor designation process could lead to an increase in a utility's revenue
requirements, and thus the electricity costs for utility customers.

The statute requires applicantsfiling an application with the Energy Commission for
designation of a transmission corridor zone, to reimburse the Commission for all costs
associated with reviewing an application and potentially designating a corridor zone.
Applicants will also be required to reimburse affected cities and counties for their costs
to review and comment on proposed transmission corridor zone applications as
requested by the Commission. The cost analysis also assumes that a cortidor apphcant
would file a request for at least one update to a Commission designated corridor prior to
proposing a specific transmission line project within the corridor for permitting.

Therefore, the cost analysis performedincludes estimated costs for (1) the utility's
preparation and filing of an application; (2) reimbursementto the Energy Commission for
its costs in reviewing an application; and (3) reimbursementto local governments for
their costs of reviewing an application.

Such factors as the length, topography, and land use or development activities in the
vicinity of a proposed cortidor could greatly affect the costs associated with preparation
and review of an application for corridor designation. The applicant preparation costs
described below for a proposed corridor were derived from environmental document and
application preparation costs associated with a variety of recent electric transmission
infrastructure permits filed with the California Public Utilities Commission. A number of
transmission project sizes, ranging from 15 to 800 miles in length are included in the
surveyed costs. Based upon these projects, the estimated cost to a utility or applicant to
prepare and file an application with the Commission for corridor designation wouid range
between $200,000 and $5 million.

The Commission used data from the Commission's 2003 Siting Fee Study (for
permitting power generating facilities) to estimate reimbursable Commission and locai
government administrative costs for reviewing applications. The Commission's Siting
permit process involves a 12-month CEQA equivalent review process similar in scope to
the proposed Commission review procedures and requirements for designating
transmission corridors. The estimated cost to an applicant to reimburse the Commission
and local governments for their application review costs is estimated to be $700,000.
Combined with the estimated application preparation costs, the total cost range for
corridor designation is between $900,000 and $5.7 mitlion.

The Commission also assumes that a typicat applicant would file at least one additional
corridor update application within 10 years of the initial application prior to developing
transmission infrastructure within a corridor. The cost of preparing a corridor update
application is assumed to be about one-half of the initiat application cost. Therefore, the
total cost of the initial application and update would be between $1.3 million and $8.5
million. Prorating the initial and update application costs over a 10 year period, creates
an annual applicant cost range of $135,000 to $850,000.



Potential E ic Benefi

The economic benefits considered in this analysis include: (1) accelerated transmission
permitting; (2) improved transmission access to renewable energy resources in support
of state policy and environmental goals; and (3) reduced transmission system
congestion costs, improved electricity reliability, and improved access to lower cost
electricity.

Most of these potential economic benefits, which would accrue to the state's utilities and
their ratepayers, are difficult to quantify. Reliable cost information is available, however,
for the state's annual transmission congestion costs, which could be relieved by
applicants taking advantage of the proposed regulations and subseqguently obtaining
permits more expeditiously to build transmission infrastructure to meet the state's needs.
According to data from the California Independent System Operator (1SQ), the cost of
transmission congestion borne by California's ratepayers totaled $260 million during
2006. In additionto the proposed regulations, other administrative efforts and
transmission system improvements are being implementedby the 1SO and should serve
to reduce the state's future transmission congestion costs.

For purposes of this analysis, it is assumed that annual savings from implementingthe
proposed regulations, due to reduced transmission congestion, increased reliability, and
access to lower cost power, would be $86 million. Prorating these cost savings over the
next 30 years (the estimated life of the proposed regulations), amounts to a lifetime
benefit of approximately $2.6 billion.

Conclusion

Effeciive implementation of the proposed regulations for applicants who seek
transmission corridor designations could create a significant net economic benefit to the
state's utilities and ratepayers over the long-term. Reducing a portion of the state's
transmission congestion costs alone significantly outweighs the potential administrative
costs to the state's utilities and their ratepayers associated with application processing
costs for corridor designations.



