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The Honorahle Janet Mapoliano
Office of the Governor

1700 W, Washington Strest
FPhaenix, Arizona 83007

Re: Ecooomic Analysis of WCI Proposals in Arizooa
Drear Governoe Nepolitana:

Thark you for responding to our April 8, 2008 letter regarding the Western Climate Initiative (WCI).
We appreciatc your siaded commitment to a transparent siakeholder process. As we discussed n owr
previous comrespondence, some Arizona stakcholders have expressed concem about not being
allowed to provide input of to even be present ducing the deliberations of the W subcommittees.
We would cenainly be interested in knowing whether thers has been any résponse to, or positive
development regarding, their concems.

In this letter, we wish to rerterue and amplify our concern about the rate impact that will necessarily
flow From the policies being discussed by the WCI. Cleardy, any meaningful reduction in carbon
emissions wil] result in dramatic rate imcrcases for Avizona ratepayers. Electric Power Rescarch
Tnstilute (EPRI) estimates rate increases from 3% (o 260%, and EPR1*s analysis did not take inio
considerstion the unique challenges faced by Arrzona, such ac pur explosive growth rate, our heavy
refiance oo coal-hurning generation plams, and our special needs asseciated with desent living,'

To be ciear, we do not fault you for joining the bi-partisan group of Govemard whe have agreed 1o
discuss ways of rducing preenhouse gas emissions. To the contrary, we too are looking for ways to
reduce emissions of air polluiants and gresribouse gazes. This Commission has led the charge in this
area by adopting renewable energy rules and energy efficiency orders as onc means of addressing the
izancs?

While we share your goals for redocinp air pollutants and groenhouse gases, the final economic
analvsis must oudly and clearly aniculate the kind of Anancial gacrifice that will be involved in
addressing climate change on a regional basis.

FEPR] (Hank Courtrlght, Sanlor VF). Power [o Redues COZ Emissions. Presemiation 1o the ACC. March 27, 2008,

3 Dp Qwsober 31, 3006, the Commission passed Ihe omw Eenewable Energy Standard, requiring the siste’s whlitdes bo
produce 15 percent of thely nMall snexgy aales froe rencwabbe resonrces. 1 is estimated that these ruleg will result in the
reduction of 95 billion pounds of corbon dioxide by the pear 2025. The Commission bas also required mas! of the TR
electrles and naturs) gac ulilities (o sperwd millions each year on DS programa. In 2088, Tor example, the DEM propreme
for APS, TEF, 5% {3 and EINS Blactric produced mductions of over 114 million poumds (> 57K g} of OOy
EMmisaions
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Toward this end, the Commission urges you to ensure a thorough and vetied economic analysis by
ICF International of all facets of WCI recommendations. §t is erucial that Arizona’s unique clecinc
Ioad-serving characleristics be taken into scconm 0 tal the costs resulting from all WC1 proposate
are fully vetted. Az a Commission, we would feok forwsrd to a meaningful opporiunity 10 review
and comment on ICF lmemational’s economic enalysiz before the W1 recommendstions are
finalized. Our review and comments woeuld neither be a prejudgment of any possible rate application
noT 3 statement on the merits of WCI proposals. Tnstead, it weuld be a means for the Commigaion to
understand what the Wl analysis is, commenl on the analytical methods and be in a better and
timelier position to understand the concerns that will Iikely be capressed later by the regulated
comtnunity and Aniona ratepayers,

Thank you for the opporturity to have an on-going dialogus about such important public policy
traters.

Sancerely,

PR et yr

Mo iy gttt

William A. Muondell, Commisgioner MI"E‘AT Cotrumissioner
Kristin K. Mayes, Commissioner %gml

o The Honorable Tim Bee, Fresident of the Arizona State Senate
The Honorable Jim Weicrs, Speaker of the Arizana House of Represenmbives
Eori Faeth, Policy Advisor to the Govermor
Steve Owens, Director, Arizona Department of Environmental Quality
Jezsica Youle, Arizong Department of Commerce



