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Executive Summary

From March, 2009, to December, 20083, the Center for Energy Economics and Terra Group surveyed state and federal
regulators, environmental leaders, industry representatives and other key stakeholders in the U.S. electric power
transmission system. This survey updates an earlier study completed in 1996. At that time, few “non-traditional”
stakeholders were interested in transmission projects.

This situation has changed significantly. At present, public discussion of high-voltage transmission has been
subsumed within broader policy debates about reducing greenhouse gases, moving renewable energy over long
distances and redesigning our nation’s overall electric system. New players — including national environmental groups,
academics, Washington think tanks, trade associations and renewable power generators — now play a major role in
shaping public debate about transmission siting and need.

Other major findings include:

» State regulators remain adamantly opposed to greater federal transmission routing and siting authority.
They are concerned about cost, unmanageable procedures and the enormous gap between local customers
and federal bureaucrats.

» At the moment, many states seem to be prepared to accept limited benefits from the status quo rather than
take a chance on unproven benefits “from “green superhighways” at potentially huge cost to ratepayers.
Federal officials often perceive this resistance as parochialism, but under many current planning scenarios it
may be entirely reasonable.

» Major environmental groups want a national energy policy that achieves “the greatest carbon reduction at
the lowest cost in the shortest time,” primarily through renewables, increased energy efficiency, optimiza-
tion of existing infrastructure and distributed generation. They are likely to support new transmission that
reinforces this policy.

» Whatever national policies are adopted, transmission projects will continue to draw opposition. Although
opponents often invoke environmental issues, they are usually motivated by other concerns: land use, prop-
erty values, "viewshed,” potential impacts on nearby recreational areas or wildlife habitat, etc. They also argue
that new lines are not needed, and where this view is shared by national or regional organizations, they may
receive outside support and encouragement. But where their opposition conflicts with larger policy goals of
reducing carbon emissions and encouraging renewables, they can expect less help in the future.

» National environmental organizations are eager to sit at the table with federal and state regulators, utilities,
ISOs, consumer advocates and other key constituencies. At the same time, they recognize that they will need
to raise their own game — to come armed with independent data (for example, on demand forecasting and
need) and technical expertise.

Based on our own experience with potentially controversial energy facilities, we would like to offer three
additional observations:

» Left unaddressed in this discussion are the critical issues of transmission routing and siting. Certainly, trans-
mission planning and energy policy-making should include environmental organizations and other
non-traditional stakeholders. But a better planning process is unlikely to build support for specific lines
among grassroots groups and potential opponents, who tend to focus on local, not broader impacts.



» At present, routing approval remains in the hands of state officials, usually public utility commissioners or
a state siting board. Actual routes are most often designed by project developers based on what they think
they can build. In some states, developers must additionally show that they have analyzed several potential
corridors; occasionally, the siting board itself picks a final route from among various alternatives. Siting
boards are usually constituted as inter-agency committees; in our experience, they do not as a rule include
‘outsiders” representing major stakeholder constituencies.

» What seems to be lacking, at least in the Eastern Interconnection, is a collaborative siting process, similar
to the RETI stakeholder committee that identified potential transmission corridors in California (as well
as renewable energy zones). This process would include a robust and transparent procedure for analyzing
alternative routes and determining the best options. Route selection committees would not grant regulatory
approval for specific lines: that decision can remain with state or federal authorities. But its findings should
become binding on project developers and intervenors who may choose to oppose them.

» Opposition will never disappear. We are a litigious society, and “delay is often victory,” as community
organizing manual from the 1990s pointed out. But a siting process that forges consensus around realistic
alternatives can overcome much potential opposition. Properly designed, it will help to close the yawning gap
between society's broader environmental goals (such as carbon reduction) and local land use decisions that
will be needed to attain them.



BACKGROUND

In 1996, the Terra Group issued its first report on public
attitudes toward electric transmission lines.! In that re-
port, we explored the potential impact of FERC Order 888
on America's power grid, as the old “compact” between lo-
cal utilities and their customers altered to allow wholesale
(and eventually retail) electric sales.

“The system wasn’t designed to do what
FERC wants to do with it.”

From Trouble on the Line, 1996

Our hypothesis in the first study was that FERC Order
888 would make it harder to win public acceptance for
new high-voltage lines, because many of them would, in
fact, be built to benefit more distant customers. This hy-
pothesis was confirmed in our interviews, and also in the
declining pace of transmission construction as deregula-
tion loomed on the horizon.?

Even in 1996, several new trends were emerging. The
most important one involved need, which lies at the heart
of most state “certificate” processes. Increasingly, we
found, opponents hired expert witnesses to challenge an
applicant’s load growth forecast or other projections and
propose an "environmentally friendly” alternative: more
demand-side management, greater distributed
generation or wind energy, etc. Unless a proposed line
was clearly required to meet local needs, utility commis-
sioners remained overwhelmingly reluctant to approve it.

By 1999, the transmission debate had changed. Major
environmental groups — notably, the Union of Concern
Scientists — were beginning to participate in it.* In the
upper Midwest, the Environmental Law and Policy Center
argued that new high-voltage lines might increase air
emissions “as low-cost coal plants are cranked up to sell
more power outside the region.” They took an especially
dim view of retail competition, which “would increase
pollution, reduce reliability, shift costs to small con-
sumers, and eliminate energy efficiency and renewable
energy progress.” Together with other non-governmental
organizations (NGOs), they proposed an alternate view
of energy markets, with important roles for efficiency,
conservation and renewables.®

Instead of broadening market access, then, advocacy
groups favored a different approach: targeted regulation.
Specifically, they wanted the government to maintain
“vigilant regulatory oversight that emphasizes demand-

TROUBLE ON THE LINE: KEY FINDINGS (1996)

» New transmission projects had already decreased in
most regions since 1994 in anticipation of deregulation.
Few utilities wanted to build a line that might serve their
competitors. Faced with industry consolidation, many of
them waited to see whether they were going to be winners
or losers.

» State regulators were already worried about reliability
and growing demand. “The system wasn't designed to do
what FERC wants to do with it,” one of them said.

» Most new transmission lines faced local opposition,
based on concerns about residential property values.
Intervenors quickly discovered that permits were seldom
denied for that reason. So they learned to file technical
objections, regarding EMFs, environmental impact, etc.
Deregulation strengthened their arguments about need
and equity: Why should a line be built here when its users
live somewhere else?

side management, distributed generation, wind and solar
power, and other low- impact technologies.” Lower volt-
age lines (138-kV and 345-kV) were acceptable, as long
as these lines addressed reliability or other local needs.
But higher voltages or longer lines raised suspicion.

Ten years later, the country’s transmission grid now sits
at the center of an intense public debate over national
energy policy. Increasingly, this debate is driven by a
coalition of major environmental groups: the Union of
Concerned Scientists, Environmental Defense Fund,
Sierra Club, The Wilderness Society and Natural
Resources Defense Council. Academics, Washington think
tanks, trade groups, independent system operators, wind
generators, and other non-traditional stakeholders have
also joined in.® The debate no longer centers on whether
Utility X should build a line in State Y — or even across
State Y to State Z. It has become a struggle for the
direction of America’s energy future.

Public debate now centers on at least three main issues:

» Long-term energy policy, including first and
foremost greenhouse gas reduction.

» Atop-to-bottom redesign of the entire energy
system, emphasizing "non-wires” solutions.

» The role of renewable energy and high-voltage
transmission in this system and as a tool for
regional economic development.



THE UNIVERSITY OF TEXAS/TERRA GROUP TRANSMISSION STUDY

Over the past nine months, we have interviewed state
and federal regulators, environmental leaders, industry
representatives, state consumer advocates and other key
stakeholders about their views of the transmission grid
(see Appendix for a list of participating organizations and
agencies). In the end, we focused on state regulators and
environmental groups, because of their role in shaping
public policy. Our goal was to gauge the likely impact of
current policy debates on public acceptance (or rejection)
of new transmission lines.

In general, our interviews focused on four main questions:

» Do we need a national (or interconnection-wide)
grid? If so, how should it be reinforced? Or should
we stick with the existing patchwork of regional
systems? Or maybe something in between?

» Who should plan, design and oversee the grid:
state regulators, FERC, power generators and
transmission operators, or some as yet-to-be-
designed entity? What should it look like and
how should its priorities be set?

» Who should be responsible for forecasting load
and demand?

» Should we build large "backbone lines” to bring
renewable energy from remote generation sites
to high-demand markets? Will the benefit of
these energy super-highways outweigh their
environmental and financial costs? Will states
be able to meet their renewable energy stan-
dards without them?®

1. State Regulators

Virtually all state regulators agree that federal authority
to site high-voltage transmission lines is a Bad Thing.
Above all, they believe that FERC-sited lines will overly
expensive, "inherently unfair” and take too long for
approval. Beyond that, opinion varies.

According to one commission chairman, the vacuum on
federal energy policy has forced many states to come up
with their own plans regarding renewables (e.g., RPS and

RES), greenhouse gases, energy efficiency, smart grid, etc.

All of these initiatives will affect the rate base —and such
impacts are difficult to calculate. A colleague observed
that "Nobody prices out renewable portfolio standards.”
New federal mandates must be designed and

implemented carefully to minimize unintended but
significant economic consequences.

Most regulators agree that transmission and generation
planning now requires a major overhaul. Several key
issues must be addressed:

» Decreasing demand. The current recession has
called historical load forecasting into question.
No one is quite sure how to predict short-term or
medium-term demand growth in today's market.
Many regulators believe that growth will remain
in the 1.5% to 2.0% annual range and may never
reach its historical 3% again. At the same time,
most utility commissions continue to rely on
power companies for forecasting data. This has
led to many officials to suspect that companies
are "putting their thumbs on the scale” or using
‘outlier” estimates to justify inflated transmis-
sion investments. FERC's “rate candy” for certain
transmission projects (a guaranteed 12-14% rate
of return) has only deepened these suspicions.

» Renewable energy standards. A majority of
states (36 at last count) have now adopted
requirements for renewable energy, led by
Maine (40% by 2017) and California (20% by
2010 with a goal of 33% by 2020). Again, the
impact of these requirements is hard to predict.
Several commissioners have pointed out that
such requirements will be expensive to meet
and may require significant additional trans-
mission infrastructure (e.g., for transporting
“stranded wind" to load centers). At the moment,
they are also unsure about how to integrate
renewables (and associated transmission)
with their long-standing mandate to provide
“safe and reliable power at just and reasonable
rates.” And in many regions, renewable energy
development is seen as a potential job-creation
tool, not an expensive commodity to buy from
somewhere else.

» Energy efficiency. At least a dozen states have
enacted energy efficiency standards, usually
a phased decrease in overall demand. For
example, New York's PSC has adopted a goal of
reducing total electric consumption by 15% in
2015.'° But regulators acknowledge that such
efforts will be expensive; as one of them said,
"People have no idea how much this will cost.



They think it should be cheap.” So future
electric rates that capture those costs are hard
to foresee. And assumptions about future
efficiency are also risky: one former chairman
asked what would happen if the ISO operator
plans for lower demand and then efficiency
targets aren't met?

» The "over-my-dead-body” factor. Many state
regulators — even officials who recognize the
need for some sort of regional planning — are
generally unwilling to permit power lines that
primarily serve out-of-state customers. It is
often hard to understand this reluctance except
as a form of the “prisoner’s dilemma’: each state
receives an assured but limited benefit from
non-cooperation (by minimizing its own costs),
although the potential benefits of cooperation
among several states could be much greater
(by buying or selling power that is otherwise
unavailable). A major problem is uncertainty: as
a Midwestern commissioner put it, "If we knew
how much power we could sell, this would be
easy.” But another dynamic also prevails. To
quote one senior staff member: “If a
transmission line doesn't help us, | don't want it.”

“The grid was built so that generation
would be located close to need. Are we

going to redesign the whole system?”

Northeastern Commission Chairman, 2009

As a former commission chairman points out, the coun-
try's transmission grid can serve two very distinct pur-
poses: as an “enabler” to more power generation and
demand-side management, or as a competitor. Either
option may produce greater efficiency: if transmission
prices compete with other alternatives, customers may
reduce their power consumption. Another question:
Should transmission decisions be driven by generation
investment or vice-versa? And should we favor a "strong”
grid, capable of sending power over long distances, or
the "weak” one that we now have? These are major policy
guestions that need to be resolved."

Significant differences of opinion exist within the Eastern
and Western Interconnections, as well as in Texas. Here is
a summary of views in each region.

The Eastern Interconnection

“No company ever comes in here and says they want to
build a line to New Jersey. It's always for local reliability.”
In one form or another, this remark (by a Pennsylvania
regulator) came up in almost all of our interviews. An-
other example (from Illinois): “The Midwest must spend
more now for big lines that benefit the East, because
they didn't build anything when they should have.” And
another one: "It's like someone putting a second fridge in
your kitchen. Even if they pay you rent, you don't want the
fridge.”

Federal officials often interpret such reluctance as
parochialism and cite it to justify expanding their role in
transmission siting. But the “prisoner’s dilemma” issue
helps to explain this resistance. State commissioners and
their senior staff members are usually quite clear about
what they don't want.

Most state regulators agree that the country's
transmission system needs to be improved. But the
agreement ends there. Quite a few believe that their own
piece of the grid is adequate to meet future demand, or
nearly so. Taking into account their renewable and energy
efficiency goals, for example, commissioners in three
densely populated Eastern states see no need for
additional high-voltage lines.

This leads to the next conclusion: state regulators believe
almost unanimously that FERC-sited lines will be too
expensive. The problem is that FERC is looking at a grand
design, the transmission superhighway, which will benefit
a few states at the expense of others. And state authori-
ties have little confidence that federal regulators can
successfully balance competing needs. As one commis-
sioner simply put it, “The feds will bigfoot you.”

“Long lines are inherently inequitable.”

Northeastern Commissioner, 2009

FERC officials often claim that they have successfully
sited hundreds or thousands of miles of high-voltage
lines using proven review and approval procedures.
They point to a recent memorandum of understanding
among various agencies to show that they are

capable of effective leadership.'? State regulators

see things differently.

For one thing, they point out, FERC holds no jurisdiction
over other federal agencies, notwithstanding the



recent MOU. For another, its background with transmis-
sion siting is confined primarily to federal lands in the
West, not to crowded jurisdictions in the East. Even there,
one Midwestern siting board member observed, “it took
14 years for AEP to get a permit on federal land. So what
will we get with federal authority?” Another senior official
pointed to recent experience with the National Interest
Electric Transmission Corridors in his region and called it
‘worse than useless. It just made people angry.”

He credited the federal government with ending

any possibility that high-voltage lines will cross
Mid-Atlantic states.

But doesn't FERC's bring useful experience with gas pipe-
lines? "Everyone knew that long pipelines were needed”
to bring gas from the Gulf of Mexico, explained one senior
staff member in the Northeast. “That's where the gas is
produced.” Transmission lines are different: they have
traditionally connected local generation to local custom-
ers. And people have to look at them every day.

State regulators also fear that a federal process will be
“easy for politics to derail.” Utility commissioners are used
to hearing from angry state legislators or local mayors,
who object to one line or another. Specifically, they are
used to ignoring them. Most people want good electric
service, and commissioners have hewed very closely to
the principles of reliability and lowest cost that enjoy
broad public support.

But what will happen when commissioners start hearing
from U.S. senators and representatives? When the line
provides service in another state (“with little off ramps to
get us off their backs”)? Early results from the NIETCs are
not encouraging. As one commission chairman said, cur-
rent scenarios all take a “ready-fire-aim” approach. ‘Maybe
planners should just avoid some parts of the country
where political opposition is overwhelming”

he suggested.

Another common concern: FERC will be “insensitive to
local needs.” Nobody but FERC seems to believe that it
runs an effective process. State regulators tend to see

it as remote, disengaged and ex parte in the extreme.
One siting board chairman asked whether "states will be
welcome at the table with FERC siting authority.” Another
staff member said he was "torn” about greater federal
involvement: “it might make some things easier, but local
issues would become more complicated.” In the words of
a colleague, "Will Grandma Jones have to go to Washing-
ton to get a pole moved?”

Others are worried that federal authorities will derail
state goals for renewable energy, efficiency and load
management. In New York, for example, the PSC has

set its sights on reducing carbon and “flattening the
demand curve” in major load centers. Careful integration
of its remote wind resources will be needed — but not a
big 765-kV line from the Midwest. “Coal by wire” remains
another major concern. And so are questions about the
all-in costs of renewable energy from the Upper Midwest
— the "Saudi Arabia of wind” — compared to local sources.
In virtually every other Northeastern state, regulators
raised similar objections.

Still, most state officials see a bigger role for the federal
government in electric transmission. Opinions vary, but
they cluster around three views:

» One group suggests that FERC should take the
lead in planning a more integrated transmission
system. Once this national plan has been devel-
oped, states should be responsible for routing
and siting the lines. If that fails, perhaps other
measures should be taken. As one chairman
put it, "There may be a reason to preempt state
authority, but it has to be part of a larger plan.
And that plan doesn't exist.”

» In contrast, an equal number of regulators
believe that planning should be left entirely to
the states, or at most to state commissioners
working together within a single ISO footprint.
They point to the MISO state commissioners
group as a current model."” From this angle,
federal transmission planning looks like the
proverbial “camel’s nose”: start with power lines,
and pretty soon they!ll be telling us where to
build generation facilities and what to build.
And who will pay the bill? Yet members pause
uneasily when asked what will happen if one
state refuses to approve a line that its
neighbors want.

» Virtually all state regulators agree that FERC
should retain strong backstop authority with
eminent domain to site lines where states
fall short. These officials believe that federal
authority might make their siting job easier,
although they do not want FERC to use it. Only
one senior staff member said he thought that
FERC authority — in the sense of actually siting
interstate lines — is "inevitable.”

Throughout the debates over transmission, according to
one Midwestern commissioner, the 800-pound gorilla is
carbon reduction. Even if every state meets its RES, this
commissioner points out, the impact on carbon emissions
will be insufficient. The impending specter of federal
greenhouse gas restrictions is the “real problem” facing
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state regulators, not FERC or transmission siting.

This assessment certainly squares with the views of ma-
jor environmental groups, which have focused on electric
transmission as part of a broader strategy to address
climate change (see Section 2). But interviews with many
state regulators suggest that they see carbon reduction
as "one issue among many” in their portfolios. In most
states, transmission cost — especially, an imperative to
avoid getting stuck with the bill for someone else’s power
lines — occupies pride of place in their agenda.

Exceptions exist. In 2005, ten Eastern and Mid-Atlantic
states formed the Regional Greenhouse Gas Initiative
(RGGI) to “reduce CO? emissions from the power sector
10% by 2018.™* In effect, they have created a regional
market for cap-and-trade sales, which conducted its first
auction in 2008. Commissioners in two major states
believe that such auctions will become a critical tool in
reaching their carbon reduction goals — although other
measures will be needed. But federalizing this process
introduces greater bureaucracy and risk.

The Western Interconnection

Things are different in the West.” Most Western states
have set relatively aggressive standards for renewable
energy: California, 20% by 2010 (with a goal of 33% by
2020); Colorado and New Mexico, 20% by 2020; Nevada
and Oregon, 25% by 2025."® Major markets — say,

Los Angeles or Denver — are often located far from

power supplies.

One important difference with the East is that California
authorities have identified enough wind and other renew-
ables within the state itself to meet their needs.
California’'s renewable energy zones may not always
provide the cheapest solution — bringing in solar power
or wind from other states might be cheaper — but it frees
Californians from the vagaries of permitting outside their
own jurisdiction.

In Colorado, too, the Public Service Commission has
designated five renewable energy zones in southern
counties with abundant wind energy and other resources.
Colorado’s energy plan includes high-voltage lines that
will bring this power into Denver, Boulder and Colorado
Springs; rural landowners are eager to lease rights-of-way
for new transmission projects. And while limited opposi-
tion has arisen in suburban areas, PSC staff members
doubt that such opposition will block proposed lines.

Elsewhere in the West, however, inter-jurisdictional per-
mitting remains the main obstacle in transmission siting.
In 2007, the Western Governors' Association (WGA) and
U.S. Department of Energy launched their own multi-
stakeholder process to define "Western Renewable
Energy Zones” that would operate more or less like CREZ
in California, Colorado and Texas. Last June, the WGA
group issues its “Phase 1 Report” that identified "Qualified
Resource Areas”: regions with at least 1,500 MW of wind
or solar power and a maximum radius of 100 miles from
their geographic center.?!

CALIFORNIA’S RENEWABLE ENERGY TRANSMISSION INITIATIVE (RETI)

In 2007, the California PUC and the California Energy
Commission created RETI, the Renewable Energy Transmis-
sion Initiative, “to build broad-based and, to the extent
possible, consensus support for approval and construction”
of major transmission facilities.” RETI was charged with
identifying and ranking the state’'s competitive renewable
energy zones (CREZ) and related transmission corridors.'®

It was overseen by a coordinating committee including the
PUC, CEC, California Independent System Operator, Southern
California Public Power Authority, Northern California Power
Agency and the Sacramento Municipal Utility District. Work
on the renewable energy zones was carried out by a Stake-
holder Steering Committee that involved representatives of
industry, public interest groups, government agencies and
other key constituencies.' Their Phase 2A Final report was
completed in September, 2009.2°

The RETI report was prepared with technical assistance
from an independent engineering consultant using load
data and demand forecasts that were broadly accepted by

all committee members — a critical issue for public interest
groups. It determined that 85% of California's renewable
transmission needs can be addressed by using existing
rights-of-way, either in their current configuration or by
expanding them.

Will the RETI process avoid public opposition to new trans-
mission lines? In many cases, yes; in some cases, no. Stake-
holder committee members believe that they have developed
a blueprint to minimize environmental impacts and keep
costs low. But they recognize that not everyone will be happy.
In particular, local conservation and land use groups — and
perhaps even a few county governments — may disagree with
proposed routes. Still, committee members argue that other
alternatives are worse. Speaking of local conservationists,
one of them noted that "Sometimes people forget this is ulti-
mately about reducing greenhouse gases. For every degree
centigrade of global warming, we'll lose 20 desert species in
California. Pretty soon, we won't have anything

left to conserve.”



Yet WREZ's future remains uncertain. According to one
participant, consensus about fully defining these energy
zones has stalled over jurisdictional issues and disputes
about wildlife conservation, routing and other thorny
issues. The report itself acknowledged such obstacles. It
concluded that “The WREZ seeks to aggregate the region-
al demand for and supply of renewable energy to benefit
the entire region. This will require addressing the political
and regulatory obstacles to the permitting and construc-
tion of cross-jurisdictional transmission lines and renew-
able energy projects, as well as addressing any barriers

to coordinated purchasing by load-serving entities.”* But
the authors offered no suggestions about how this will be
done.?®

Meanwhile, according to the Western Interstate Energy
Board (a WGA affiliate), existing federal processes present
other obstacles:

Along with the NEPA [National Environmental
Policy Act] review process, a major transmission
project proponent in the West must navigate
through a complex array of federal public land
management requirements administered by the
Bureau of Land Management..., the Forest Ser-
vice, the Fish and Wildlife Service, the National
Park Service, and the Bureau of Reclamation. In
addition, a major project often requires modifi-
cations to land use management plans, which
trigger an expensive, time-consuming, and often
litigious process.**

On top of that, “the federal government's timelines for
environmental reviews often exceed” those of state and
local authorities, so that time-sensitive studies have to
be redone. In the worst case, project proponents "end up
being forced to site portions of a line without any certain-
ty” about where the rest of it will go.®

In the end, this report anticipated a different outcome:

The FERC's Section 1221 backstop authority is
but the initial step toward a comprehensive
federal transmission permitting regime...that
would give the federal government the final

say in the approval process for major electric
transmission development...the federal govern-
ment will ultimately do what the states in the
West cannot or will not do for themselves in
facilitating regional transmission infrastructure
improvement.2®

It is unclear what role the states will play in that process.

ERCOT

In 2007, regulators in Texas designated five competi-
tive renewal energy zones in West Texas, far from load
centers along the "I-35 Corridor.” Subsequently, they
called for proposals to build transmission connecting the
renewable zones to customers in San Antonio, Austin and
Dallas-Ft. Worth (which will free up existing resources for
Houston).

As in Colorado, landowners in West Texas have jumped at
the chance to provide rights-of-way for these lines. Most
environmental NGOs also support the PUC's plan. Local-
ized opposition arose in the Hill Country west of Austin,

A VIEW FROM FERC

FERC officials often disagree with the judgments of state
regulators. According to a former senior federal official,

‘The Holy Grail of Planning is probably the single largest
impediment to actually constructing multi-state high
voltage transmission. Planning is just code for indecision
and delay when it comes to constructing needed energy
infrastructure. The planning process can never keep pace
with market signals and should be subsumed in a federal
process where all the would-be planners can perform

the same function by participating in the disciplined
development of a federal record for the public interest
decision in real time.”

This official also rejected the notion that electric trans-
mission lines present a different siting challenge

than gas pipelines. After all, he suggested, the funda-
mental problem — generation sites located far from load
centers — is the same in both cases.

As for the idea that somehow a federal process would
become more “political” than state permitting, he pointed
out that no one "ever heard of an LNG plant or a high
pressure pipeline going through the Northeast that did
not have huge political pressures. Yet [FERC] got the job
done. Those that failed did so because the states fell to
political pressure and denied needed state permits.”

And he noted that Congress is considering several
proposals that all set a one-year limit on federal review,
including NEPA.

where proposed lines cross expensive residential prop-
erty, and in the Dallas suburbs. In at least one case, the
PUC has told a transmission developer to come back with
better routes. And a recent court decision now requires
the commission to reconsider its transmission contracts,
which will undoubtedly slow the entire process.’
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2. Environmental Organizations

Since 2006, a national coalition of major environmen-
tal groups has begun to focus on shaping transmission
policy. This coalition includes the Environmental Defense
Fund, Natural Resources Defense Council, Sierra Club,
Union of Concerned Scientists and The Wilderness
Society. All of them were included in our study.?®

Environmental leaders recognize that their involvement
in a highly technical field like transmission planning
brings unique challenges. For one thing, there's the lan-
guage gap. During the RETI process, one environmental
representative recalled, participants exchanged a glos-
sary of terms so that they could understand each other.
After that, the process proceeded more smoothly.

For another thing, major environmental groups have in-
vested in hiring their own experts: at least one Ph.D.-level
electrical engineer and lawyers with utility experience.
"We'll have to do more than throw around rhetoric,” one
representative acknowledged. "Otherwise we'll continue
to just be interesting accessories at meetings.”

We’re looking for the least carbon at the
lowest cost in the shortest time.”

Senior environmental representative

Points of Consensus

Most national and regional environmental organizations
agree that transmission expansion must be closely tied
to reducing greenhouse gases: “the lowest carbon at

the least cost,” as one senior attorney put it. In general,
environmental leaders do not object to short lines that
improve reliability or relieve congestion —and in this way,
they often part company with local grassroots groups
that mobilize reactively to oppose specific projects. In
their view, the key to designing our country’s grid lies in
planning: who sits at the table, who determines need and
forecasts future demand, what decisions should be

made by government and which ones should be left to
the market.

Although environmental leaders differ in details, they
share three common assumptions:

» A new national energy system must ensure
“safe and reliable, economically affordable and
environmentally sustainable electric power.”
First and foremost, this system requires federal
legislation to cap carbon emissions.

» Energy planning should follow a hierarchy of
technical and economic options: enhanced
energy efficiency, demand response, “clean
distributed resources,” smart grid technologies.
New transmission lines should maximize use of
existing infrastructure or support development
of renewables.

» Planning must be inclusive and transparent,
"based on the input of all interested electric
system stakeholders.” It should rely primarily
on "the analysis of experts with no economic
interest in the results.” And it should look
beyond “traditional wires-based solutions.”

» Many environmental leaders point to Califor-
nia’'s RETI process as an example that can be
emulated. In particular, they praise its inclusive-
ness: the systematic identification and partici-
pation of representatives from key stakeholder
groups, including power generators, transmis-
sion operators, technology companies, envi-
ronmental groups, government agencies, etc.
Others suggest that the Western Governors’
WREZ initiative might provide a useful model,
although they also acknowledge that it is more
heavily weighted than RETI toward “insiders.”

“We’re trying to make climate
policy through transmission and

it’s not working.”

Western environmental leader

Central to this discussion is the issue of need. Most
environmental leaders agree that need no longer means
simply building something to serve the load within spe-
cific states or regions. It now means “needed to imple-
ment [energy] policy” —in this case, carbon reduction.®°
Without a clear policy framework, environmental groups
are concerned that new high-voltage lines may become a
sneaky way to send "coal by wire,” even if those lines also
carry renewables.

Often, too, they suspect that unnecessary high-voltage
lines are being built or proposed because of guaranteed
FERC rates of return for utility shareholders.®' Such
projects may include "green extension cords” and
transmission superhighways. “The system is set up to
enable construction of new infrastructure,” one senior
attorney observed.
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One recent example involves the Piedmont Environmen-
tal Council's opposition to federal designation of NIETCs
in the East: “The Department of Energy’s implementa-
tion of the NIETC program will have the lasting effect

of undermining climate change initiatives set forth by
local governments, states and future federal legislation
by locking population areas of the Eastern United States
into an electricity grid heavily dependent on coal fired
power generated at plants built before the Clean Air

Act of 1970.? These views are shared by national en-
vironmental groups, which have provided logistical and
legal support.

Finally, there is the critical question of energy efficiency.
Citing a recent report by McKinsey and Company (June,
2009), one environmental expert pointed out that “the
US could save $1.2 trillion on energy bills and meet all
projected demand growth [through 2020] by promoting
investment in cost-effective energy efficiency...Obviously,
if the US adopted policies that resulted in zero demand
growth it would have a major impact on transmission.”?

Why haven't state and federal policymakers placed more
emphasis on efficiency? This expert explained:

Only a handful of states have adopted policies
that would drive this level of investment and
we're only just starting to scratch the surface

of federal policies that could do this. About half
the states do close to nothing on efficiency
[because] some commissioners are far from
convinced that it is as abundant, affordable and
reliable a resource as many of their peers, the
entire environmental community and McKinsey
believe. In our view, this is not really a disagree-
ment about facts on the ground so much as (i)

a disagreement about what efficiency is (ad-
vertising campaigns to mind your thermostat
and use CFLs [compact florescent lights] vs.
comprehensive programs that include financial
incentives and other market interventions); (ii)
concerns about rates vs. bills and (iii) the fact
that so many regulators have been unwilling to
seriously consider alternatives to traditional rate
regulation that ties utility profits and recovery of
fixed costs to sales, which often makes the util-
ity a powerful advocate for of a view of efficiency
that is extremely limited.

Clearly, increased efficiency lies at the core of environ-
mentalist strategies to reduce the need for "wires only”
solutions.®*

Whatever national policies are adopted, however, it
should be recognized that they are unlikely to dissuade

local or regional transmission opponents. Grassroots
groups generally form to block transmission lines in their
area. Although they often invoke environmental issues,
they are usually motivated by other concerns: land use,
property values, "viewshed,” potential impacts on nearby
recreational areas or wildlife habitat, etc.

In many places, such groups usually argue that new lines
are not needed — and where this view is shared by na-
tional or regional organizations, they may receive outside
support and encouragement. But where their opposition
conflicts with larger policy goals of reducing carbon emis-
sions and encouraging renewables, they can expect less
help from major groups in the future.

Points of Disagreement

As always, the devil is in the details. Among environmen-
tal leaders, opinions on system planning seem to coalesce
around major three views:

» Interconnection-Wide Assessment Commis-
sions and Multi-State Planning Authorities.
Several groups lean toward forming new
super-regional or interconnection-wide plan-
ning entities. These commissions would assess
“electric system needs and resource options”
within each interconnection and identify high
potential renewable energy zones. They would
also evaluate potential transmission corridors —
perhaps in conjunction with a special task-force
of federal agencies. Detailed planning and siting
decisions would be left to multi-state planning
authorities staffed by technical experts and
appointed by state governors. Planning authori-
ties would be required to confer with regional
stakeholder committees whose members would
include state utility commissioners, environ-
mental regulators, consumer advocates, NGOs
and other organizations. FERC would oversee
the entire process and exercise backstop
authority if it broke down.

In theory, many environmental leaders support
an interconnection-level approach. But they
also recognize that it would require herculean
political efforts and involve substantial risks. "A
couple of black eyes,” one of them noted, “and
the whole process could be repealed.” For that
reason, they are focusing on other options.

» Enhanced ISOs. Many groups favor an approach
that could be called the "enhanced I1SO.” In this
case, a regional authority would be created
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within each IS0 to plan for load management,
energy efficiency, system optimization,
renewable energy, distributed generation and
other measures. Like RETI or WREZ, regional
authorities would include broad stakeholder
representation — with environmental groups
playing a substantive role in energy planning.
Specific routing and siting decisions would
remain in the hands of state regulatory commis-
sions, which would be obligated to implement
regional plans or submit to FERC backstop
authority. Most environmental leaders believe
that this approach is the most "doable” without
huge and potentially fruitless expenditures of
political capital.

» Reliability Council Entities. Several environ-
mental leaders lean toward an option that
might be called "Enhanced ISO Plus.” Recog-
nizing that ISOs in the East and Midwest often
fit unevenly into regulatory jurisdictions, this
option would broaden the planning entity to
coincide with state boundaries. Alternatively,
planning responsibilities might fall to existing
reliability councils, augmented with new powers
and authority.

In the end, according to one expert, the precise grouping
of states is less important than "getting the planning prin-
ciples right.” In his view, such principles include reducing
electricity demand and increasing efficiency; broadening
the geographic horizon of regional planning (preferably

to include the entire interconnection); and extending the
planning horizon to ten years or more.

Is broad geographic scope a critical factor for success?
Yes, he argued. “If we really want to significantly reduce
carbon by 2050," he noted, "it won't just come from off-
shore wind. We need to do everything.”*

CONCLUSIONS

» Over the past 15 years, discussion about high-
voltage transmission lines has shifted from
localized concerns (e.g., property values and
EMFs) to a debate about our country’'s energy
policy. New players — including the federal
government, national environmental groups,
academics, Washington think tanks, trade asso-
ciations and power generators — now occupy
a major role in shaping public debate about
transmission siting and need.

» State regulators remain adamantly opposed to

federal transmission routing and siting. They
are concerned about cost, unmanageable
procedures and the enormous gap between
local customers and federal bureaucrats. Their
views were summarized by one commission
chairman who said, "One size does not fit all.”

In contrast, they are generally prepared to
accept "some role” for the federal government in
transmission planning.

At the moment, many states seem to be caught
in the grip of a “prisoner's dilemma” on renew-
able energy: they are prepared to accept limited
benefits from the status quo rather than take

a chance on unproven benefits at huge cost.
Federal officials often perceive this resistance
as parochialism, but under current planning
scenarios it may be entirely reasonable.

Major environmental groups want an energy
policy that achieves "the greatest carbon reduc-
tion at the lowest cost in the shortest time,”
primarily through renewables, increased energy
efficiency, optimization of existing infrastructure
and distributed generation. They sometimes
form alliances with grassroots groups, primarily
where the broader environmental benefits of
proposed transmission projects remain unclear.

Most national groups support transmission that
will be needed to implement the new energy
policy, but not before this new policy is in place.
They are concerned that current expansions

— even expansions that may carry renewable
energy — will inevitably be used to send “coal

by wire” and thus undermine their goal of
carbon reduction.

Whatever national policies are adopted,
transmission projects will continue to draw
opposition. Although opponents often invoke
environmental issues, they are usually moti-
vated by other concerns: land use, property
values, "viewshed,” potential impacts on nearby
recreational areas or wildlife habitat, etc. They
also argue that new lines are not needed, and
where this view is shared by national or regional
organizations, they may receive outside support
and encouragement. But where their opposition
conflicts with larger policy goals of reducing
carbon emissions and encouraging renewables,
they can expect less help in the future.

Major environmental organizations are eager to
sit at the table with federal and state regulators,
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utilities, ISOs, consumer advocates and other
key constituencies. Such discussions must

be based on three fundamental principles:
complete transparency, broad stakeholder
involvement in future demand forecasts, and a
willingness to consider generation alternatives
beyond a traditional "wire-based” solutions.

In contrast, they reject current “consultation”
procedures that simply allow them to air their
views but exclude them from the room when
important decisions are made.

» At the same time, they recognize that they will
need to raise their own game — to come armed
with independent data (for example, on demand
forecasting and need) and expertise. Several
major groups have already hired Ph. D.-level
experts to prepare for the challenge of making
significant contributions.

Pending federal legislation will play a significant role in
addressing many of these issues. But our interviews also
suggest that they will not be resolved simply by pass-

ing new federal laws. Key policy questions will remain:
What limits will be set on carbon? What is the right mix of
energy efficiency and renewables? Where should the new
transmission lines be built and who should designate the
routes? Clearly, the discussion will continue.

Based on our own experience with potentially
controversial energy facilities, we would like to offer three
additional observations:

» Left unaddressed in this discussion are the
critical issues of transmission routing and siting.
Certainly, transmission planning and energy
policy-making should include environmental
organizations and other non-traditional stake-
holders. But a better planning process is unlikely
to build support for specific lines among grass-
roots groups and potential opponents, who tend
to focus on local, not broader impacts.

» At present, routing approval remains in the
hands of state officials, usually public utility
commissioners or a state siting board. Actual
routes are most often designed by project devel-
opers based on what they think they can build.
In some states, developers must additionally
show that they have analyzed several potential
corridors; occasionally, the siting board itself
picks a final route from among various alterna-
tives. Siting boards are usually constituted as
inter-agency committees; in our experience,

they do not as a rule include "outsiders” repre-
senting major stakeholder constituencies.

» What seems to be lacking, at least in the Eastern
Interconnection, is a collaborative siting process,
similar to the RETI stakeholder committee that
identified potential transmission corridors in
California (as well as renewable energy zones).
This process would include a robust and
transparent procedure for analyzing alternative
routes and determining the best options. Route
selection committees would not grant
regulatory approval for specific lines: that
decision can remain with state or federal
authorities. But its findings should become
binding on project developers and intervenors
who may choose to oppose them.

Opposition will never disappear. We are a litigious
society, and "delay is often victory,” as community
organizing manual from the 1990s pointed out. But a
siting process that forges consensus around realistic
alternatives can overcome much potential opposition.
Properly designed, it will help to close the yawning gap
between society’s broader environmental goals (such as
carbon reduction) and local land use decisions that will be
needed to attain them.
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