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BE | T REMEMBERED t hat the above-entitl ed
and nunbered natter cane on regularly to be heard before
the Arizona Power Plant and Transm ssion Line Siting
Commi ttee at Hanpton Inn & Suites, 2000 North Litchfield
Road, Goodyear, Arizona, commencing at 1:00 p.m on

August 19, 2024.

BEFORE: ADAM STAFFORD, Chai r man

LEONARD C. DRAGO, Departnent of Environnmental
Quality

ROVAN FONTES, Counti es
(Vi deoconf erence appear ance.)

DAVI D FRENCH, Ari zona Departnent of Water Resources
(Vi deoconf erence appear ance.)

JON H GOLD, Ceneral Public

Nl COLE HI LL, Governor's Ofice of Energy Policy
(Vi deoconf erence appear ance.)

MARGARET "TOBY" LITTLE, General Public

(Vi deoconf erence appear ance.)

GABRI ELA SAUCEDO MERCER, Ari zona Corporation

Conmmi ssi on

APPEARANCES:
For the Applicant:

SNELL & W LMER

By: Matthew Derstine

One East Washington Street, Suite 2700
Phoeni x, Arizona 85004

Pl NNACLE WEST CAPI TAL CORPORATI ON
By: Linda Benally

400 North 5th Street, M5 8695
Phoeni x, Ari zona 85004
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VWESTERN RESOURCE ADVOCATES
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CHWN STAFFORD: Let's go on the record.

Now is the time set for the hearing on the application of
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Ari zona Public Service Conpany, Docket Nunber

L- 00000D- 24- 0156- 00234, or Line Siting Case 234.

Let's take roll call of the nmenbers.

Menber Mercer?
MEMBER MERCER: Present .

CHW STAFFORD: Menber Col d?

MEMBER GOLD: Pr esent .

CHWN STAFFCORD: Menber Drago?

MEMBER DRAGO Pr esent .

CHWN STAFFORD: And we have sone nenbers

attending virtually.
Menber French?
MEMBER FRENCH: Pr esent .

CHWN STAFFORD: Menmber Font es?

MEMBER FONTES: Pr esent .

CHWN STAFFORD: Menber Little?

MEMBER LI TTLE: Present.
CHWN STAFFORD: Thank you.

"Il rem nd the public that the ex-parte
rules are in effect and you're not to speak to the

Comm ttee nenbers about the substance of the case

out side, off the record, it should be during public

coment and not during the hearing.

GLENNI E REPORTI NG SERVI CES, LLC
www. gl enni e-reporting. com
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Let's take appearance of the applicant
pl ease.

MR DERSTINE: Good afternoon,
M. Chairman, Menbers of the Commttee, Matt Derstine
from Snell & Wl ner, appearing on behalf of Arizona
Publ i c Service Conpany.

MS. BENALLY: Good afternoon, Chairnman,
Comm ttee Menbers, Linda Benally, appearing on behalf of
Ari zona Public Service Conpany, the applicant in this
case.

CHWN STAFFORD: And Western Resource
Advocates has filed a notice of intent to be a party.
Take appearances for Western Resource Advocates, please.

MS. DCERFLER: Hello, Emly Doerfler, on
behal f of Western Resource Advocat es.

CHWN STAFFORD: All right. Menbers, can |
get a notion to admt WRA as a party to this case?

MEMBER GOLD: So noved.

MEMBER MERCER:  Second.

CHWN STAFFORD: Further di scussion?

(No response.)

CHWN STAFFORD: All in favor say "aye."

(A chorus of "ayes.")

CHWN STAFFORD:. (Qpposed?

(No response.)

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ
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CHWN STAFFORD: Hearing none, WRA is now a
party to the case.

M. Derstine, would you like to a nake an
openi ng st at enent ?

MR DERSTINE: | would. Thank you,
M. Chairman. Everything com ng through okay on ny mc
on this end and the nenbers? GCkay. |'mgetting a thunbs
up.

Again, M. Chairman, Menbers of the
Conmm ttee, good afternoon. Here you are again. Last
week you had a -- four days of hearings considering the
CEC application for the Project Bella project. And this
week you're back to hear about the Redhawk Expansi on
Project. So that's two plant siting cases in two weeks
back to back. So | hope you were able to get sone rest
over the weekend and relax a little bit, and we
appreci ate you being here for a second hearing on the

heel s of a hearing that you had | ast week in Pinal

County.

As | was thinking about what | would say in
nmy opening, | found it difficult not to conpare the two
cases. So ny thought was, | think I'll start there and

at | east touch on sone of the simlarities and
di fferences between the two cases, the projects.
Both applicants filed a voluntary CEC

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ
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application, wth the understandi ng that the Conm ssion's
deci sion on the UNSE di scl ai ner application, we proceeded
with filing our CEC application for this project, and
really followed the direction from general counsel for
t he Commi ssion, who indicated at open neeting that
notw t hst andi ng the Conm ssion's decision in that case,
that applicants would be free to seek a CEC, based on the
variety of interests or factors. And so we appreciate
you taking the tinme to hear this application, and we wll
appreci ate the Conmm ssion considering the application
when it nmakes its way to them So thank you.
Bot h projects involve the sane generation
technol ogy. Both projects involve the (GE) LM00O.
think the nenbers of this Commttee are, by now, experts
in the LMB000, having heard the UNSE di scl ai ner
application, and having heard the application | ast week
and a | ot of testinony about the generation technol ogy.
The LMB600O units, as you heard | ast week,
are hydrogen-capabl e, they're capable of burning up to
35 percent blend of hydrogen and natural gas, but |
think, as you heard in testinony |ast week, hydrogen is
not commercially available at this point for power plant
use. | know sone nenbers of the Comm ttee indicated that
they're optimstic and encouraged by devel opnents in
hydr ogen production that are taking place in the state,

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
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and that are hopeful and optimstic that hydrogen nay be
one of the pathways to help the utilities in this
state -- in this state reach their clean energy goals.

And APS joins in that optimsmand hope. But, again,

we're -- we've got a ways to go before hydrogen is
avail able for use at a -- at a plant |like the Redhawk
Expansi on Project, and we'll continue to watch that
space.

Both projects involved and utilize state of

the art emission controls and will require Title V air
permts. | know you heard a fair anmount of testinony on
the air permt application | ast week. You'll hear

simlar testinmony this week. The difference is that the
air emssions for Project Bella go through Pinal County
Alr Quality. This case, this project, is in Mricopa
County, so it will go through the permtting under the
Mari copa County Air Quality.

Mari copa County has different air quality
standards or attainnment thresholds than what you heard
about for Pinal County, so you'll hear nore about that
testinony. But again, both projects have to conply with
the Clean Air Act, and neet the thresholds and
limtations on air em ssions required by the act.

Lastly, in ternms of simlarities,
groundwat er use, this project, the Redhawk Expansi on

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ
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Project, will wutilize approxinately 300 acre feet of
groundwater and that is well within and under the

al l ocation of groundwater that APS holds at the Redhawk
pl ant for the existing plant operations.

APS was -- when the water rights were
converted fromagricultural to industrial use, APS was
granted approxinmately the right to utilize around 3, 000
acre feet, alittle nore than that, per year, and this
proj ect adding that onto the water that -- the
groundwater that's being used for the existing Redhawk
Plant, takes us to right about 800 acre feet. So you'l
hear a significant anount of testinony about that. The
exi sting water use at the Redhawk Pl ant and the
addi tional increnental water use that will cone fromthe
expansi on proj ect.

So those are, | think, sone of the key
simlarities, but there are inportant differences. APS
Is a public service corporation. The applicant |ast week
for Project Bella is an i ndependent power producer. The
Redhawk Expansion Project wl|l serve APS custoners.
Project Bella will enter into tolling agreenents or Power
Purchase Agreenent with various other | oad-serving
utilities to allow themto use that capacity resource to
serve their custoners, but this project is going to be
utilized by APS to serve its own custoners, to ensure

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
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reliable service to its own custoners.

Anot her key difference is that the Redhawk
Expansi on Project is being constructed at an existing
plant. You can see on the screen to your right is an
aerial photo of the location of the Redhawk Plant. The
Redhawk Pl ant is approxinmately 50 m | es west of Phoeni x.
It sits anobng -- well, it's about four mles south of the
Pal o Verde Nucl ear Generating Station, and it sits within
a couple mles of the Arlington Valley Conbi ned-Cycl e
Nat ural Gas Plant and Mesquite Natural Gas Plant. Al
t hree of those conbi ned-cycle plants, Redhawk, Mesquite,
Arlington Valley, were all devel oped and went into
operation in the early 2000s. The closest resident to
the Redhawk Plant is 1.8 mles away and the other area
residents are 2 mles or nore away fromthe plant site.

So those are sone of the key simlarities
and differences between the two projects, the project you
heard | ast week and the project you're going to hear
about this week. For these cases we always tal k about
the need for the project, an inportant consideration both
for the Committee and for the Conm ssion. As | was
readi ng, you know, just |earning about the need for this
project, it struck ne that the need is in many ways the
same that was identified | ast week. That is, this
resource, the LM6000, provides a fast-ranping, firm but

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
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flexi ble capacity resource. According to the APS -- the
application for this project, the project ensures that
APS has a reliable generation capacity to respond to
fluctuations in | oad demand and intermttent resource
out put, and can reliably supply power during periods of
peak demand. That's the need.

Now, | amaware, and |'m sure everyone in
this roomis aware, that there are those -- there are
groups and i ndi vidual s who oppose the use of natural gas
peaki ng plants. And as | was reading a bit about kind of
to try to gain an understanding of where those lines are
drawn in terns of support or opposition for projects |ike
this, | cane across this quote: "Uilities have a pretty
good track record for being | azy thinkers, a gas-fired
power plant is 2008's answer to energy problens.”

| was struck by that quote, | think for --
for -- really for two reasons: One, | happen to know a
gent |l eman who nanaged and operated coal and natural gas
plants for a nunber of years, he's nowretired, but he's
one of the snartest people |I know and have ever net. So
the idea that utility operators and executives are |azy
thinkers strikes ne as sinply bei ng nonsense.

I n addi tion, and maybe nore inportantly,
through this case |I've had an opportunity to neet with
and learn fromtwo of the fol ks who are responsi ble for

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
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pl anni ng the resources that APS has to rely upon in order
to provide reliable power to its custoners, not only
today, but out into the future. And you'll get a chance
to hear fromthose -- those two witnesses, that will be
M. Brian Cole, who is the vice president of resource
managenent; M. M ke Eugenis, who is the director of
resource planning, and they'll be two of the first

W t nesses you hear from us.

And | amcertain that the two of them
becane frustrated with nmy inability to grasp a | ot of the
concepts that they were talking to ne about, and | know
that when | got to listen in to parts of the hearing | ast
week and | heard Menber H Il indicate that she had
participated in a nunber of integrated resource planning
foruns and found the topics to be conplex, | share her
viewpoint. So rmuch of this has gone over ny head and --
and despite the patience of ny witnesses, it's taken ne a
while to get ny arnms around it.

But you will have an opportunity to hear
fromM. Cole and M. Eugenis and you wi |l have an
opportunity to judge whether or not they are | azy
t hi nkers and whet her the deci si on- maki ng process for
sel ecting a resource, |ike the Redhawk Expansion Project,
Is the product of lazy thinking or is 2008 s answer to
energy probl ens.
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| think what -- another thing you'll hear
fromM. Cole and M. Eugenis is that APS faces a nunber
of challenges in terns ensuring that it can provide
reliable service to its customers, who are, by the way,
di spersed throughout the state. APS is a very large
service territory. APS has to ensure that those
custoners have service every hour of the day, every day
of the year. And that one of the key chall enges that APS
faces is replacing a thousand negawatts of coal
generation, while still neeting significant increases of
energy demand. So while it's taking a thousand negawatts
of basel oad generation off the table, it's also facing
significant increases in energy denand.

It took APS 140 years to grow to a peak
demand of over 8,000 negawatts. In just eight short
years, APS anticipates that peak demand will increase
anot her 40 percent. So how does it neet that chall enge?
VWhat you'll hear from M. Cole and M. Eugenis is that
APS neets that chall enge through a diverse m x of new
resources that will help ensure reliability. APS has
plans to utilize solar, energy storage, and w nd, and
t hose new resource additions -- those renewabl e resource
addi ti ons make up over 80 percent of the new resources
that APS is bringing online in the next years.

And these new renewabl e energy resources
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are critical to keeping pace with the anticipated growth
and neeting APS s clean energy goals. | think what
you'll also hear fromM. Cole and M. Eugenis is that
whi |l e these renewabl e resources are critical to keeping
pace with anticipated growh and neeting APS s cl ean
energy goals, that these renewabl e resources that you can
see on the chart on the right, the solar, the wnd, the
battery storage -- well, the solar and the wnd are
intermttent non-di spatchabl e resources, and that those
vari abl e resources create chall enges and pose risks to
systemreliability.

That statenent that variability is a key
chall enge for the folks at APS and other utilities in
terns of ensuring reliable service is supported by the
Western El ectric Coordinating Council, as | indicate
there, a regional entity approved by FERC to ensure the
reliability of the bulk electric systemin the geographic
area known as the Western |Interconnection. You can see
the Western I nterconnection shown on the slide to the
right in green.

And the North American Electric Reliability
Cor poration, NERC, which has the responsibility for
ensuring reliability across North Anerica, has del egat ed
authority to WECC to nonitor and enforce reliability
standards in the western region, the Western
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| nt er connecti on.

And every year, WECC puts out a resource
adequat e assessnent -- adequacy assessnent, and that
assessnent for 2023 is the sane as the -- reaches the
simlar conclusions that were reached in 2022, and that
I's, "Resource adequacy risks continue to grow.
Variability remains the greatest risk because it
contributes to demand at risk hours. To be resource
adequat e, industry needs to have enough energy to neet
demand under a range of possible conditions. The nore
variable the system the harder it is to acconplish
this."

So how does APS neet the chall enge of
havi ng enough energy to neet demand under a range of
possi bl e conditions? | think what you'll hear from
M. Cole and M. Eugenis is that, again, it's a diverse
m x of generation resources, including |arge anounts of
solar and wnd and battery storage, but that resource m X
al so includes natural gas generation, and in particular,
resources |li ke the Redhawk Expansi on Project.

That's the need. Let ne previewa little
bit about the case and how we plan to present it to you.
The -- as | nmentioned -- let ne see if | can back up
here. GCkay. The -- the Redhawk Expansion Project wl|
be constructed and | ocated at the existing Redhawk Power
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Plant. The Redhawk Plant is a two-unit conbi ned cycle
plant. The expansion project, as you can see fromthe
slide here, those eight LM6000 units will be constructed
in this open space at -- within the perineter of the
exi sting Redhawk Pl ant.

In terns of environnmental inpacts, because
t he expansion project is being constructed wthin an
exi sting power plant, wthin the perinmeter of the

exi sting plant, the environnental inpacts fromthis

project are minimal. |In addition, | nentioned the air
permt and the fact that the project will require a Title
V air permt. In fact, it will require revision of the

existing air permt for the Redhawk -- Redhawk Pl ant.
And Ms. Carlton will testify concerning the application
for that npjor revision of the air quality permt. And
she'l|l discuss the air permtting process and the
tinmeline for that.

You can see ny slides are a little bit out
of order here, but I'll have you follow ne al ong on the
right. | nentioned groundwater is an issue in this case,
M. Mark N cholls, who is the principal hydrol ogist for
Hal ey & Aldrich will provide testinony on groundwater use
for the expansion project. And, in fact, M. Nicholls
w Il address the two factors in 40-360.13 that the
Commttee is required to consider. That is the
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availability of groundwater at the site and the inpact on
t he managenent pl an.

I n addition, M. Spitzkoff, who has
appeared before this Comm ttee on a nunber of occasions
will testify concerning the transm ssion and the
I nterconnection required for the expansi on project, and
he' Il discuss the existing transm ssion infrastructure at
t he Redhawk Pl ant that allows for the interconnection of
this new project, the reliability studies that are being
performed or have been performed, and the status of the
i nt erconnecti on process.

How do | advance that slide on the right?
Grace, are you able to advance ny slide on the right?

There we go. Back up one, please. There
we go.

And | think | mssed one -- another area of
testinony is going to be on our public outreach and
engagenent process, sonething that's critical to every
project that APS presents to this Commttee. APS
utilized a robust public outreach engagenent programt hat
i nvol ved mai |l i ngs, virtual open house, in-person open
house, stakehol der outreach, social nmedia. And you'l
hear a -- the testinony from M. Turner and from
M. Duncan about those outreach efforts and our
compliance wth and how we have satisfied all the various

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 25

statutory notice requirenents for this project.

So the other tools that we plan to use to
present the case to you include a flyover sinulation, I
think that we plan to get to this afternoon. So wherever
we are in the testinony, we'll plan to stop at about 4:30
and have M. Turner present the flyover sinmulation so
then you can then make a deci si on about whether this
Comm ttee wants to take a route tour. And we've made
arrangenents for that tour tonorrow norning, if you're so
i ncl i ned.

We al so have our PowerPoint slides in the
exhibits, and you have a placemat. And hopefully the
tenperature in this roomw |l stay cool enough that you
don't have to use themas a fan as maybe you did | ast
week, but | think that was a good suggestion from

M. Myes. So that's our case.

At the end of the case, we'll request that
you grant us a CEC for this project. It's an inportant
project. It serves an inportant need. And the evidence,
the testinony that will be presented to you this week, |

t hi nk supports the granting of a CEC for this project.
So | appreciate your tine.
CHWN STAFFORD: Thank you.
Ms. Doerfler?
MS. DCERFLER: Hello, | have sonething very
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short for you today.

M. Chair, Chairman, Menbers of the
Conmm ttee, WRA has been engaged in discussion wth APS,
and our understanding is that APS will be submtting an
updat ed or otherw se anended proposed CEC in this
proceedi ng that includes two new provisions related to
future hydrogen utilization at the Redhawk facility.

The first condition nmandates a reporting
requirenment if APS opts to use hydrogen-bl ended fuel for
normal operations at the project. The report wll
address mainly the economcs, the feasibility, and the
safety of a burn -- of burning a m x of hydrogen fuel.
The second condition requires APS to obtain a nodified
CEC under certain conditions, such as significant
nodi fications to the Redhawk Plant as a result of APS s
choice to burn a hydrogen-bl ended fuel.

On the condition these nodifications to the
sanpl e CEC are adopted, WRA does not oppose APS s CEC for
the Redhawk facility. WRA wanted to nake you aware of
this agreenent, as it inpacts our participation in this
hearing. As a result of the agreenent between the
parties, WRA will be withdrawing all of its exhibits,
which are as a result of last-mnute negotiations still
on the tablets that APS has generously provided. |
believe they will be renoved at sone point before
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tonmorrow. WRA will also refrain from cross-exam nation
of APS's witnesses. | amhappy to participate in any
manner in which the Commttee believes woul d be
appropri at e.

CHWN STAFFORD: Thank you. So | guess the
exhibits were never offered, so we'll -- it's up to you
whet her you want -- you said you won't be
Cr oss-exam ni ng?

MS. DCERFLER: Correct.

CHWN STAFFORD: Then it's up to you whet her
you stay or you go. You're not required to be here if
you're not going to be actively questioning the
W t nesses, So --

MS. DCERFLER: Fair enough. Thank you.

CHWN STAFFORD: Thank you.

M. Derstine, would you like to call your
first panel?

MR. DERSTINE: | would. Thank you,

M. Chairman. Looking across the room | see that | have
the right folks in the right seats. M. Chairman, if
you'd go ahead and swear our panel nmenbers.

CHWN STAFFORD: Do you want to call them
and then 1"l swear then?

MR. DERSTINE: Do you want ne to do that
first? GCkay. 1'll do that.
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Let me start with M. Cole. M. Cole, wll
you state your full name and your busi ness address for
t he record, please.

MR COLE: Brian Cole, Co-I|-e, business
address is 400 North 5th Street, Phoenix, Arizona 85004.
| ' mjust checking that everybody can hear ne okay?

CHWN STAFFORD: Yes.

And woul d you prefer an oath or
affirmation?

MR COLE: Qath, please.

(Brian Cole was duly sworn by the

Chai rnan.)

CHWN STAFFORD: And M. -- is it
M. Eugenis is next on your panel?

MR DERSTINE: That's correct,

M. Chairman.

CHWN STAFFORD: M. Eugenis, would you
prefer an oath or affirnmation.

MR EUGENS: Affirmation, sir.

(M chael Eugenis was duly affirnmed by the

Chai rman. )

CHWN STAFFORD: And M. Van Allen?

MR. VAN ALLEN:.  Yes.

CHWN STAFFORD: All right. Qath or
affirmation?
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MR VAN ALLEN: Qat h.
(Peter Van Allen was duly sworn by the
Chai rman. )

CHWN STAFFORD: All right. They've been
swor n.

Pl ease proceed, M. Derstine.

MR. DERSTINE: Al right. Thank you,
M. Chairman.

BRI AN COLE, M CHAEL EUGENI S, and PETER VAN ALLEN,
call ed as witnesses as a panel on behalf of Applicant,
havi ng been previously affirnmed or sworn by the Chairnan
to speak the truth and nothing but the truth, were

exam ned and testified as foll ows:

DI RECT EXAMI NATI ON
BY MR DERSTI NE:

Q M. Cole, we're going to start with you. | want
to make sure we've got the right deck | oaded or we're
starting in the right place. One second.

Good afternoon, M. Cole.

A (MR COLE) Good afternoon, M. Derstine.

Q Wiy don't you start us out with introducing
yourself to the Commttee and giving them an
under st andi ng of your background and sone of your
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pr of essi onal experience, please.

A (MR COLE) Sure.

Again, nmy nane is Brian Cole, I'"mthe vice
presi dent of resource managenent at Arizona Public
Service. |1've got an educational background of an
el ectrical engineering degree and a MBA, both from
Arizona State University. As far as professional
experience, |'ve got over 30 years of experience in the
i ndustry. Wth APS | have been in transm ssion
di stribution, as well as resource nmanagenent, which
i ncl udes resource planning and resource acqui sition.

Q Can you go into a little nore depth in terns of
your role and your responsibility as the vice president
of resource nanagenent and maybe, you know, if there is
such a thing tal k about what keeps you up at night?

A (MR COLE) Sure.

So as the vice president of resource nmanagenent
ny responsibilities include planning for future

generation resources, and just to be clear, that neans

power plants of all types, it includes the acquisition of

t hose resources, it includes the operation of those

resources, including acquisition of the fuels, if

30

requi red, for those resources, and havi ng those resources

participate in western narkets at whatever |evel we
determ ne appropriate for our custoners.
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The other thing that | want to add here is, you
know, the -- you nentioned the what keeps nme up at night,
and 1'll just kind of explain a little bit about what al
this neans. Electricity today is nmuch different than it
was 20, even 30 years ago, and the anount that all of us
depend on electricity is pretty amazing, actually,
because it's not just the air-conditioning so that we're
not fanning ourselves, it's not just the lights to allow
us to see, but it's everything fromour conmuni cations
via cell phone, it is the ability to get water to us, it
is gasoline or electricity to charge our cars, depending
on what you have.

Soit's -- it's every aspect of life now And I
think the criticality of that is never nore apparent than
it is today. And as | think about that, the
responsibility that ny -- that | have and that ny team
has and that APS has to nake sure, as M. Derstine
nmenti oned, that we can serve our custoners at all hours
of the day, at all tines is a really daunting task, but
it'"s really critical

And so | don't know if it keeps ne up at night,
but it definitely makes ne think a | ot about ways to do
that in a reliable and affordable way for our custoners
and really that's what we're here to tal k about today,
because Redhawk is part of that picture.
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Q Thank you for that.

| think you have a slide that's going to --
you' ve sunmmari zed the topics you' ve planned to cover for
the Comm ttee. Do you want to take us through that,
pl ease?

A (MR COLE) So I'll start by touching a little
bit on the history and service territory at APS and
M. Derstine nentioned a little bit of that. [I'Il talk
about the generation mx that we have now, that we had in
t he past, and where we're going in the future. 1'll talk
about what our APS pl anning foundation is when we think
about how do we think forward on what we're going to do
in the future. 1'11 talk about our Integrated Resource
Pl an and give you a few takeaways fromthe nost recent
plan we filed in Novenber of 2023.

"Il talk about planning for reliability, which
is again, a very critical conmponent of all of this, and
then I'lIl close with discussing a little bit about
resource adequacy and natural gas, specifically, and how
that fits in.

Q You're going to start us off with alittle APS
101, discussion about APS and its history and service
territory?

A (MR COLE) Yeah. So it was nentioned, we are --
APS is Arizona's longest-serving utility. W've been
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around since 1886, as you can see on the screen. W've
got a very large service territory. W serve al nost
35,000 square nmiles. W serve in 11 of Arizona's 15
counties. W've got nearly 1.4 mllion custoners, the
vast majority of themresidential. And our peak denmand,
which to give you the first of nmany kind of definitions,
iIs the nost anount of electricity at one particul ar point
intime that we need to serve our custoners. That peak
demand i s around 8,200 negawatts. | wll note that we
reached that point, which was just shy of

8,200 negawatts. We broke our record that was prior 13
different tines |ast year, so -- by about 500 negawatts,
which is around 6 percent. And when you think about
that, the project we're here to tal k about today is a
little under 400 negawatts. So we broke our record | ast
year by a | arger anpunt than what we're here to talk
about today, just to put things in context. W did break
our record again this year, only once so far. W'I|| see
what the rest of the sumer brings, but that's sort of

the history and service territory and where our peak | oad

i S.

M. Derstine nentioned that APS is a public
service corporation. | think that's a really inportant
point -- part of this discussion. W've got very broad

service obligations, that includes significant planning
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responsibilities, one of those being what we tal ked about
earlier and what | tal ked about earlier, which is the

pl anni ng for generation resources or power plants. W
have an obligation to serve our custoners, and that
obligation is to serve themin a reliable and an

af fordabl e way, and so that's what we're here to talk
about today, as Redhawk is part of that equation.

Q Next area you wanted to tal k about was the
resource mx that is the conbi nati on of resources that
APS uses to serve its custoners, both a little bit about
t he past and how you see that resource m x changi ng as
you nove forward into the future.

A (MR COLE) So to start out here, I'lIl talk a
little bit about where we're at today. And today, as you
can see on the left-hand screen, we've got a diverse mx
of resources made up of nuclear, coal, natural gas, w nd,
geot hermal , bi omass, solar batteries, mcrogrids, and
custoner sited resources, |ike energy efficiency, denand
response, and rooftop sol ar.

That diverse conversation will be repeated.
That is a very inportant conponent of our discussion
today. But | also want to point out, if you |look at the
right screen -- and I'"'mjust going to test this out to
see if | can actually use it. There we go. There we go.
Ckay. You can see that in 2005 the amount of
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cl ean energy that we served our customers wth was about
24 percent. And as of |ast year or our last full year of

operation, we actually were serving our custoners with

50 -- 51 percent clean energy. So a pretty significant
change over that period of tine. You know, | think,

i mportantly, when we | ook to the future, 1'll go ahead to
the next -- next slide here, and talk a little bit about

what we're doi ng now, and how we're noving into the
future.
We're investing thousands of negawatts -- in

t housands of negawatts in diverse generation resources.
Much of what we're doing in the near termis related to
solar, wnd, lithiumion batteries, natural gas, and
custoner sited resources. | specifically called that out
because over a long duration of tine there will be other
resources that we'll need to include in that m x, but
today that's what we're doing in the short termin order
to maintain our reliability.

MEMBER LI TTLE: M. Chairman?

CHWN STAFFORD: Yes, Menber Little.

MEMBER LI TTLE: May | ask whether the --
when you tal k about clean energy, does -- is nuclear
i ncluded in that category?

MR COLE: Commttee Menber Little, the
answer is, yes.
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MEMBER LI TTLE: Thank you.

MEMBER GOLD: M. Chairnman?

CHWN STAFFORD: Yes, Menber Col d.

MEMBER GOLD: A question for M. Cole,
since you brought up many things that I'minterested in,
which | won't touch on now. The definition of clean
energy, solar panels don't emt anything, but in order to
get the solar panels, you're destroying the planet, but
that's still called clean energy, correct? Sane thing
wth wind turbines. And the worst part is the place we
get our solar panels fromis the nost polluting country
in the world. So by buying solar panels from China, they
are polluting the hell out of the atnosphere. So where
did the word "cl ean energy" cone from and what does it
really nean?

MR COLE: Committee Menber Gold, when we
refer to "clean energy,"” it's really defined as what the
carbon em ssion out of a type of resource is at that
time. So it does not | ook at sort of the creation of,
history of, where it cane from but only what the
em ssions of that are. So in the "clean" vernacular in
our industry, solar, wnd, nuclear, demand response on
t he custoner side, things that don't emt carbon when
they generate electricity are considered cl ean.

MEMBER GOLD: So what it really neans is
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cl ean em ssi ons energy?

VMR, COLE: Commttee Menber Gold, that is

correct.
MEMBER GOLD: Thank you.
MEMBER DRAGO. M. Chairnman?
CHWN STAFFORD: Yes, Menber Drago.
MEMBER DRAGO. Yeah, hi, M. Cole. I'm
curious, what -- what is mcrogrid, because it's al ong

all these renewabl e energies, what is that?

MR COLE: Commttee Menber Drago, the
mcrogrid is not a clean energy conponent. M crogrids
are either diesel or natural gas-based and so they do
emt carbon

MEMBER DRAGO. Thank you.

CHWN STAFFORD: The mcrogrid serves nore
as a function to, what is it kind of a backup
reliability, and sonething that could be insulated from
|arger grid failure, is that the primary benefit of a
m crogrid?

MR COLE: Chairman Stafford, in nost
cases, mcrogrids are used as backups. |In sone cases
t hat backup can be shared and APS can use it as a
resource when needed, but generally, yes.

CHWN STAFFORD: Thank you.

MEMBER GOLD: M. Chairnman?
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CHWN STAFFORD: Yes, Menber ol d.

MEMBER GOLD: Again, M. Cole, |I'm not
famliar with the term"mcrogrid.” Wat is that
actual ly conposed of? And |let nme add nore, and how ruch
energy can it produce? And how nuch of a backup is it
really good at?

MR COLE: Committee Menber Cold, the
mcrogrids are typically nade up of very small engines,
many times di esel -based, and for exanple, if you -- if
you had a hospital that needed two nmegawatts of
electricity to run, and they want to make sure that if
there is a power outage, for whatever reason, they're
able to put -- it may be 10 different engines that are
outside of their building that will automatically kick on
in order to keep the power on at the hospital.

And so those are the type of applications
that you'll see a mcrogrid in. |It's energency backup,
In many cases, but it can al so be used for expandi ng and
ki nd of enveloping a footprint of |oads that are critical
to stay on.

MEMBER GOLD: M. Col e, question, other
t han hospitals, Arizona's water is punped from
under ground, usually a thousand feet, vacuum punps, hand
punps will do 32 feet. So if you have electricity
out ages, the people in the state of Arizona, whom I
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represent, need drinking water. Do our water-producing
facilities have these mcrogrids?

MR COLE: Committee Menmber Gold, |'m not
aware of whether they do or not. The areas where | know
that they exist are places |ike hospitals, data centers,
sone mlitary facilities. Some of those places are the
ones |I'maware of. That doesn't nean that there aren't
ot her energency backups out there, |I'mjust not aware of
t hem

MEMBER GOLD: Thank you.

MR COLE: So if |I may kind of continue on
this -- on this thought. | did want to kind of finish
wth the future of where we're going. And in our case,
APS has a clean energy commtnent, which is effectively a
goal for us, and in that, we are planning and working
toward 2030 being 65 percent clean, with 45 percent of
t hat generation portfolio com ng fromrenewabl es, and
then by 2050 our goal is to achieve 100 percent clean
ener gy.

Now, | will say those are |ofty goals,
especially to 2050. W were very cl ear when we nade the
2050 statenent that technology will have to advance. And
we know that. W wanted to tal k about our goal out | oud
pur posel y, because we want the industry to evol ve sone of
those potential resources so that we can get there.
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Today we don't have a clear line of sight though of how
we get to 2050.

| will point out that the units we're
tal ki ng about today and it was nentioned earlier by
M. Derstine are at | east capable of being able to burn
hydrogen in the future. The idea there being if that

t echnol ogy of producing a green hydrogen fromrenewabl e

energy can be pushed forward, distribution of that noved

forward, and that becone cost-effective for our

custoners, it would at | east give us that option with

40

these units. And so, again, wanted to kind of give you a

sense of where we are, where we've been, and where we're

goi ng.
VEMBER GCLD: M. Chai rman?
CHWN STAFFCORD: Yes, Menber ol d.

MEMBER GOLD: Again, for M. Cole, APS has

sol ar generation plants as part of the system correct,
whi ch you own?

MR COLE: Conmmittee Menber Gold, that is
correct.

MEMBER GOLD: And the byproduct of the
sol ar generation plants is excess electricity when it's
not bei ng used, which they can store either as |ithium
batteries or they can convert through electrolysis to
hydrogen; is that correct?
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MR COLE: Commttee Menmber CGold, those are
potential uses for solar. |In sone cases all the sol ar
energy that's being produced is utilized in order to
serve custoners. Oher tines, when there's not as nuch
demand on the system there could be excess that could be
put into batteries and al so, as you point out, could
be -- could be used -- | lost ny train of thought.

MEMBER GOLD: Coul d be used to produce
hydrogen at no cost.

MR COLE: Thank you. |If that becane a
good option in the future, yes, that's a true statenent.

MEMBER GOLD: Now, hydrogen, when it burns,
conmbi nes with oxygen and produces water, which everybody
| oves, especially those of us that live here in the
desert; however, there's a lot of nitrogen in the air,
and | don't think -- I'"'mnot famliar wth studies that
are shown that hydrogen is any better than natural gas in
produci ng noxi ous em ssi ons.

AUDI OvlI SUAL TECHNI CI AN: M. Chairnman, can
| hold for one nonent? W're having an issue with Zoom

CHWN STAFFORD: Yeah | was just going to
ask about that, because | -- both ny tablets here are on
the fritz. 1'mnot getting any signal.

Let's go off the record.

(Recessed from1:57 p.m until 2:26 p.m)
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CHWN STAFFORD: Let's go back on the
record. We had technical difficulties there, but we are
back on now.

M. Derstine, please continue with your
direct of the first panel, | believe M. Cole was tal king
about the future generation resource mx, when we -- we
| ost transm ssi on.

MR DERSTINE: That's right.

Q Do you want to maybe take a few steps back
bef ore we have go forward and just kind of, | guess,
cover that what you indicated in terns of the transition
as APS noves forward and the future resource m x?

A (MR COLE) Sure.

So ki nd of going back to the where are we goi ng.

APS has a clean energy commtnent. And as shown on the
left slide, we plan to be 65 percent clean and 45 percent
generation com ng fromrenewables in 2030. And we al so
are noving toward 100 percent clean by 2050. | think
menti oned that, you know, that path is not an easy one,
in fact, many of the technol ogies that we'll probably
need in order to get to that 100 percent may not be here
or exist today. And so we'll continue to nessage to the
communities that we are | ooking for those ideas, those
options and those alternatives in order to get there.
But we do not have a clear line of sight of how we get
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there today. But that is our goal to get there.

CHWN STAFFORD: Menber Fontes, you have a
questi on?

MEMBER FONTES: Thank you, M. Chairman.

Hello, Brian, it's -- it is, in fact, ne.
| have a clarification, just for the record here. ( ean
energy, so that is renewable energy mx with nuclear, is
that how APS is defining it just so we're consi stent, and
t hen renewabl e woul d be sol ar, w nd, bionass, bio-gas
geot hermal , and hydro?

MR COLE: Committee Menber Fontes, yes,
clean, | believe, nmakes -- makes up -- is nade up of all
of the areas that you nentioned, which is renewabl es,
which is nuclear. It is also custoner sited resources,
i ke energy efficiency, demand response. So things that
do not emt carbon that we utilize in order to neet our
custoners' needs, those are considered clean. And then
the renewabl es, yes, there's a large list of them but
fromour current portfolio, wnd, solar, bio- -- biomass,
geothermal, wind -- did | say wind -- yes, | think you
had them al | .

MEMBER FONTES: Hydro, yeah. So we're just
basically, in a high | evel we're addi ng nucl ear when we
say "clean” on top of, plus the energy efficiency and the
custoner sited.

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 44

MR COLE: Yeah.

MEMBER FONTES: Thanks, Brian. |
appreciate that for the record.

Thank you, M. Chairnan.

CHWN STAFFORD: Thank you.
BY MR DERSTI NE:

Q So, M. Cole, you tal ked about the -- how the
energy m x has transitioned and changed and how it wl|
change as -- as you go forward. Are there sone basic,
you know, principles or considerations that you as the
vice president of resource nmanagenent take into account
when you're |l ooking to plan for new resources that wll
hel p APS achieve its goal s?

A (MR COLE) Yes. So when we at APS tal k about
our planning foundation, it's nade up of a few things,
and those are listed out on the left screen. Reliability
is job one. That really is the nost inportant thing for
us, we've got to nake sure, as we tal ked about, the
I nportance of electricity to society today, so
reliability in nmaking sure that we can supply that energy
in all hours, in all days is critical. And so that
reliability is first and forenbst what we have to do.

Ri ght behind it, though, is it needs to be --
the cost needs to be considered, right, it needs to be
af fordabl e for our custoners. Qur custoners need to be
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able to pay for those services and that electricity in
order to get those critical services and tools. And so
cost is a very inportant conponent for us as well. d ean
energy integration, we've kind of already tal ked about
that. Tal ked about our goal of clean energy. Those are
all things that need to nesh together. But clean energy
novi ng forward there cannot happen without it being both
reliable and cost-effective. And so those are al ways
going to have to be part of the equation in order to nove
forward in our clean energy environnent. And then,
lastly, and | nentioned the word earlier and you'll hear
it again, but generation resource diversity is really a
critical conponent, and frankly, is the foundati on of how
we serve our APS custoners.

In order to nake sure that we've got all of the
different conponents that fill all of the hours of the
day with the electricity that our custoners need in a
reliable way requires significant resource diversity.

And I'll wal k-through a coupl e of exanples of that here
very shortly as well.

Q Ckay. Yeah. You've covered the planning
foundati on or the principles that you and your team use
i n maki ng resource deci sions. Beyond these kind of
general concepts of planning principles, is there a
formali zed process that APS uses to identify the
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resources that it will need in order to neet future
demand?

A (MR COLE) There is a process that identifies
that. And we considered a road map for our resources,
and that's the Integrated Resource Plan or sonetines
referred to as the IRP. The |ast Integrated Resource
Plan we filed was in Novenber of 2023. W're required by
the Comm ssion to file an Integrated Resource Plan every
t hree years.

That | ntegrated Resource Plan provides a 15-year
out | ook of energy demand from our customers, in other
words, a forecast. And it also includes a generalization
of what the resource investnent needs to be in order to
neet than projected denand. You know, forecasting
15 years forward, never an easy task. So you're never
going to be conpletely right, and so that's why we file
it every three years, and so we readjust and we conti nue
to evolve as we nove forward.

But we file that at the Conm ssion, it provides
an opportunity for stakeholders to engage with us and
with the Comm ssion to give us feedback on what our plans
are, and in fact, we have what's called the Resource
Pl anni ng Advi sory Council, or RPAC, that is engaged with
us throughout the process. And we neet with themon a
regul ar basis. W share with them assunptions. W share
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with them scenarios and, in fact, we even share sone of
our nodeling data and software with them in case they
want to run sone of their own cases.

And so we -- we get a lot of feedback in those
neetings, a lot of things for us to think about, things
for us to consider when we are putting our Integrated
Resource Plan together. Utinately, that plan cones out
wth a road map of what the future of resources | ooks
li ke for the next 15 years. | think, inportantly --
well, I'll save that for a mnute, but | did want to nmake
sure that it's clear that, you know, we do a |ot of work
there, Mke's going to tal k about the specifics of the
| ntegrated Resource Plan. He's going to tal k about the
nodel i ng and sone of the nore details in that space.

Q Looki ng at your -- your slides, slide 27 of
APS-11, it says, "The IRP provides a 15-year outl ook on
ener gy demand of APS custoners and resource investnments
needed to neet projected energy demand. "

Do you want to tal k about naybe sone of the key

takeaways from-- fromthat outl ook and what the |IRP has
told you?
A (MR COLE) Yes, so in that -- in that 2023

| nt egrated Resource Plan that we filed at the Comm ssi on,
there were a few very inportant takeaways. | think if |
were to characterize them they'd shown on the screen on
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the left, and that is that nuclear is the foundati on of
our clean energy. And the foundation of our energy
supply for our custoners. |It's a basel oad resource,
operates 24/7 very cost-effectively for our custoners.
Renewabl es are a very good | ow cost energy producer, and
so renewabl es are very inportant for our portfolio. They
produce | ow cost energy. W're able to use that energy
to serve our custonmers during the tine when those
renewabl es are producing. And in tinmes when they're
produci ng where we don't need it for our custoners | eads
us to the third line, which is batteries for peak use and
storage of energy.

And this was nentioned earlier by the Commttee
itself, that soneti nes when you' ve got excess being
produced, you can store that energy in the form of
batteries and use it at another tine. And so those are
very inportant, and that's part of the takeaway of our
| RP. The ot her conponent of that is the novenent toward
exiting coal ownership. That is part of our Integrated
Resource Pl an goi ng forward.

And then, lastly, and very inportant for what
we're here tal king about today is the inclusion of
natural gas to bal ance and adjust to naintain both
reliability and affordability, as we continue toward our
cl ean energy future.
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And so, inportantly also to note that in the
| ntegrated Resource Plan, it wll cone up with a sort of
grouping of different types of resources that we expect
to see over the next 15 years. That is never going to be
exact. And, in fact, what we actually end of procuring,
bui I di ng, buyi ng ends up bei ng done through our
Al |l - Source RFP, request for proposal, which is the
process we use to acquire resources, which M. Eugenis
wi Il be tal king about when he goes next.

And so, inportantly, the very -- the anounts
will vary sonmewhat fromthe I RP, but they should be
directionally very close to the groupi ngs and the anounts
that are within the I RP

Q | think you have -- the next slide you re going
to tal k about sonme of the APS resource and energy m X
that | assune cones out of that |IRP plan, and | ooki ng out
into the future?

A (MR COLE) Yeah. So to start out, I'll direct
you to the right-hand screen, and there is quite a bit of
i nformati on and nunbers and col ors and everything el se,
sol'"ll try to orient you to the slide as best | can.

Back to the -- there it is. Ckay.

On the left-hand side, you'll see the installed
capacity in negawatts, so this is effectively the
nanmepl ate capacity of all the resources that we have.
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That is the nost that it can generate if it is able to
generate. On the |ower part of that graphic, you'll see
that we | ooked at four different time periods. W | ooked
at present day or 2024, we |ooked at 2027, we | ooked at
2032, which is after Four Corners -- after we exit Four
Corners, and then the end of the planning horizon in the
| RP, which is 2038.

Those dates are the sanme on the right hand. And
on the right hand, what it is showng is what the share

of energy mx is for each type of resource, which are

listed next to the graphic. Inportantly, this kind of
I ntroduces a couple of different terns as well, which is
"capacity" and "energy."” And so | want to nake sure that

| give a high-level definition of what those are just to
make sure we're all on the sane page.

And so when you tal k about capacity, again, that
is sort of what is the nbost that a type of resource can
produce at any given tine? |In solar, for exanple, when
the sun is shining and it's in the mddle of the day,

12: 00 to 1:00, it wll be able to produce its maxi mum
capacity, other tinmes of the day it won't. Natural gas,
if it's a 100-negawatt plant, for exanple, you can turn
it on and off when you want to and you can use that 100
nmegawatt s whenever you need to.

That's the capacity. The nobst anount that
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you're going to use. And so your naneplate capacity wl|
| ook different than what your actual energy use is,
because sone resources and assets are going to be used to
produce energy during the mddle of the day, sone during
t he night, sone 24/7, around the clock.

And so what I'mtrying to point out on this
graphic is in the portion on the left, what you're going
to see is here's all the naneplate capacity that we're
installing over these tine periods and what the takeaway
here is, is w are significantly grow ng the anount of
sol ar, the anmpunt of w nd, the anobunt of distributed
ener gy, denand response, all of those being clean
resources, right, they're either custoner sited or
they're renewables. And those are the types of things
we're grow ng.

In fact, you'll see that coal disappears here,
natural gas grows slightly. GCkay, so again, what we're
here to talk about today is natural gas. So we'll
mai ntain and slightly grow the anount of natural gas in
our system but the main thing that we're grow ng as far
as how nuch are we installing is in the solar, w nd, and
the other clean areas, right? On the right-hand side, if
you | ook over here, this is how nuch energy is being
produced within a year by those resources, okay?

Now, note that batteries is not represented,
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because batteries don't produce energy, right, they store
energy, they don't produce it. But the energy that's
produced by the renewabl es, which is the biggest growth
position within the portfolio, so again, | nentioned

| ow cost renewabl e energy, we'll continue to procure
that, we'll continue to use that to provide energy to the
system It will either be used for our custoners or

we'll store it as best we can via batteries and
potentially in the future sone other ways to use it as
wel | .

And so inportant to note that we growto, in the
| ow 40s as far as percentages in renewables, we'll
continue to use natural gas in a very simlar manner as
far as energy goes. So the anount of energy, for
exanpl e, that Redhawk, this project that we're here to
tal k about today, will produce is, in the big schene of
things, a relatively small anobunt. And, in fact, we
expect the Redhawk facility to operate at a capacity
factor, or what percentage of the tine is it going to
actual ly operate and produce energy, |ess than 20 percent
of the tine.

And so that's really the takeaway that | wanted
you to have here is to see how the portfolio grows, to
see the growh in the renewabl e energy, but that the
reliability conponent needs natural gas in order to
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mai nt ai n.

CHWN STAFFORD: Quick question. If you
| ook at the right half of the slide, you have nucl ear
decreasi ng as a percentage of the overall energy, that's
because -- that's not because you're getting any |ess
nucl ear energy, it's because it's -- because the overall
anount is growng, and it's remaining constant, and it
beconmes a smal|l percentage of the mx, correct?

MR COLE: Chairman Stafford, that's
exactly correct.

CHWN STAFFORD: Ckay.

MEMBER FONTES: M. Chairnman, question.

CHWN STAFFORD: Yes, Menber Fontes.

MEMBER FONTES: 1'd like to know, and maybe
it's not here, Brian, but el sewhere in your testinony,
either today or tonmorrow, how this helps or if it even
relates to EMand EIMwi th respect to the California
| ndependent Systens Operator. Second is the transm ssion
paths. As you're aware of, ny background is
transm ssion, so |I'm always curious how the path with
t hese peaker plants are going to work in a little nore
granul ar detail. Understanding that we on this Conmttee
focus on the interconnect or the PO, but | also like to
know how that's going to operate on the grid there with
respect to this, because we have to opine on the systens
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reliability.

Lastly, just to add a note, sone of ny
col | eagues here aren't as well versed on what Four
Corners and certain services are, so | mght just give
you a tip to explain that a little bit as it relates to
power plants and coal, Brian.

Thank you, M. Chairman.

CHWN STAFFORD: Thank you, Menber Fontes.

MR COLE: Do you want ne to go ahead and
address as nuch as | can?

CHWN STAFFORD: Yes. And sone of -- sone
of the answer that may be it's going to be addressed in
sonebody else's testinony later on, so if that's --

that's your answer, that's acceptabl e too.

MR COLE: Well, I will answer Commttee
Member Fontes. | think, inportantly, you know, all of
our -- our goal is all of our assets and resources to be

able to be utilized in whatever markets we are
participating in. So today that's the Energy | nbal ance
Market within the California I SO and tonorrow it could
be a day-ahead narket of some type or form Qur goal
woul d be to be able to utilize all of our resources in
t hat, because that -- that's the way we can use them nost
efficiently.

| think the other pieces are probably best
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left for later. W' ve got nore technical experts to talk
about sone of those details.

CHWN STAFFORD: Thank you.

MEMBER FONTES:. Perfect. | appreciate
t hat .
BY MR DERSTI NE:

Q M. Cole, in ny opening | indicated that APS
faces a nunber of challenges in terns of planning for the
future and planning to neet denand. Do you want to talk
a bit about sone of those chall enges?

A (MR COLE) Yeah.

So there are no shortage of challenges in order
to neet our custoners' needs. | think if you | ook at the
graphic on the right-hand side, it indicates our total,
again, recall peak demand, so the nobst that our custoners
use at any particular point in tinme. That continues to
grow. W' ve got significant custonmer growh within the
state of Arizona. W are -- we are setting sonewhere
around 30,000 neters this year, which neans we have
30, 000 nore custoners comng this year. That's not
unli ke what it's been the |ast couple of years. W
expect that continue. People want to be here. People
want to nove here. And so we've got a | ot of growh.

We' ve got industrial businesses and other things as well.
So it's residential, it's commercial, it's industrial.
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You' ve got electric vehicle adoption that's
occurring, that also increases your demand on your
system so that's happening. Plus, on top of that, we've
got extreme weat her and high tenperatures that's been
occurring, and | ast year was -- was a great exanple, July
bei ng the hottest July on record and, in fact, hitting
over 110 degrees an awful | ot of days, actually all but
one, in that space. And so a lot of things that
aren't -- aren't and wouldn't be seen in a 10-year
average forecast that we're having to nake sure we're
pl anning for. So peak demand forecast continues to grow
for all those reasons.

At the sane tine, we are exiting sone of our
ol der coal units, right, and so M. Derstine had
menti oned a thousand negawatts, it's actually a little
bit nore than that, it's actually around 1, 350 negawatts,
and so it's a pretty big nunber. Again, that's -- that's
nore than three tines the size of what we're tal king
about here today that we're retiring that are -- that we
are exiting as far as coal goes.

On top of that, we also have contracts that we
sign, so APS does not own all of the generation that we
serve our customers with, some of it we |ease. And we
sign what's called a Power Purchase Agreenent, and sone
of those agreenents roll off during that tinme frane,
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whi ch neans they expire, and we'll have to go fulfil
those as well. So we'll have to do sonething either with
them or sone other way to fill those gaps.

And what you can see on this chart is the
growi ng delta of what we need to go out and get in order
to serve that peak capacity. And by the end of that
pl anni ng horizon, you're tal ki ng about 5,000 nmegawatts of
peak capacity. Now, renenber, that's not namepl ate
capacity, that's peak capacity, so what can be produced
when the custoner needs it at the nost.

So those are very significant. And | think, you
know, that kind of |ays out sone of the chall enges that
we're facing. You know, | nentioned renewabl es are a
great | ow cost energy resource, but they al so produce
when they produce. And so solar's great during the day
when the sun's shining. Wnd is great when the wind is
bl owi ng. But those don't always happen, right, there's
intermttency there. So we've got to find ways to pl an
around that. And | think the inportant thing to note is
that doesn't make them bad resources, it just neans we
need a diverse portfolio to be able to serve all of the
hours for all of the situations.

CHWN STAFFORD: | have a question about the
expi ring Power Purchase Agreenents. Sonme of those |
assune can be renewed. Do you have the existing contract
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hol der bid into a RFP to determ ne whether or not you're
going to renew that contract or seek the energy from
somepl ace el se?

MR COLE: Chairman Stafford, the answer is
yes, we do. W procure, with the exception of short-term
procurenment, we procure all of our |onger-termresources
through our All-Source RFP, and so if there is contracts
expiring, which there are, then we would reach out to
t hem and encourage themto bid into our All-Source RFP,
so that they can then conpete with all the other
resources that we mght be able to get on behalf of our
custoners, so that we can create the nost reliable,
| owest - cost portfolio.

CHWN STAFFORD: And these expiring
contracts, are they all gas, are sone of them other --
are sone of themrenewable, are sone of them-- what's
the nature of all of those contracts?

MR COLE: Chairman Stafford, so there's a
mx. And, in fact, you know, it was nentioned earlier,
you know, kind of going back to 2020, in the early
2020 -- sorry, not 2020s -- in the early 2000s, there
were a ot of gas units and other types of units that
were built around the Sout hwest. And, in fact, ended up
alittle bit overbuilt, as far as the market goes. And
so we, and nmany ot hers, have been able to take advant age
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of that for a great period of tinme. That has now

di sappeared. There is no excess. And, in fact, we'll
talk a little bit nore about resource adequacy and
reliability later. But those resources have all been
bought or they've been | eased. And so there are no power
plants sitting around just waiting to operate anynore.

And so sone of those are gas, getting to
your question -- | apologize for taking a while to get
there -- sone of them are gas, sone of themare
renewabl es, because we started signing renewabl e
contracts about that tinme as well. And so sone of those
contracts are starting to expire as well. So we'l|
conti nue to have that, because we | ease a | ot of our
power plants. That wll be a continuing issue that we'l|
have to deal with is as they roll off, and as they
expire, we'll have to go replace themin sonme way, shape,
or form

CHWN STAFFORD: |Is the Sol ana plant one of
t hose expiring agreenents?

MR COLE: Chairman Stafford, I'mtrying to
recall when the Sol ana plant retire -- or, I'msorry,
expires. | believe that was a little bit |onger-term
agreenent, so | think that one goes on for a little bit
longer. | don't knowif it's out in the |later 2030s or
not. W could find the answer to that and give that to
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you, though.

CHW STAFFORD: Geat. That -- the short
answer is it's not expiring before 20307

MR COLE: No, it is not.

CHWN STAFFCORD: Ckay. Yeah, I'd like to --
| ' mcurious as when that -- when that one's up.

MR COLE: W'Il find that out for you.

CHWN STAFFORD: Thank you.

MEMBER DRAGO. M. Chairnman?

CHWN STAFFCORD: Yes, Menber Drago.

MEMBER DRAGO  Yeah, to carry on with the
conversati on about the purchase agreenments, when you have
an opportunity to purchase clean energy under those
purchase agreenents, does that help you contribute
agai nst your 2050 goal ?

MR COLE: Committee Menber Drago, it does
if the contract goes through 2050. And so it depends on
the duration of the contract that we sign. Many of the
renewabl e contracts, Solana being a bit of an excepti on,
a lot of the renewable contracts are for a little bit
shorter tinme than that, sonetines 20, sonetines 25 years.
So we're kind of getting into the space where they're
going to make it all the way through 2050.

In the neantine, we'll either be
re-powering themand re-signing themthrough an
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Al'l -Source RFP or going on to another one, but they do
count toward our cl ean energy.

MEMBER DRAGO. Ckay. Good. Thank you.
BY MR DERSTI NE:

Q Maybe this is a good tine for you to take the
Comm ttee through how you and your team plan for
reliability, and | think you have prepared several slides
that kind of use a specific day and show the chal |l enges
in neeting just the energy demand just on a peak day, on
a given peak day.

Do you want to take us through that?

A (MR COLE) Sure.

And I'Il let the Commttee nenbers know there
are quite a few here, so if there's sonething that you
want to stop me on along the way, please feel free, but
there's a series that | think will help explain and show
you how we do our planning, what we're | ooking for, and
how we fulfill those obligations even on a peak day. So
let me wal k through those, and let ne know if you want ne
to stop anywhere.

So let ne start with alittle bit of a setting

up the situation. | told you |l was going to nmention
diversity a bunch of tinmes, and I"'mgoing to fulfill that
promse. | think it's inportant to note that we very

much val ue, know that a diverse portfolio is inportant to
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us. It's inmportant to our custoners. And if you | ook at
the graphic on the right, what you'll note there is what
we're procuring in the, |I call it very near termtine
frame, so 2024 to 2028. 1In our line of work you've got

to plan a |l ot further ahead than that, but that's the
stuff that's right in front of us, the stuff that we know
we' re doi ng.

And so note that a significant anount of sol ar,
nanepl at e, energy storage, custoner-based resources,

w nd, and then you'll see the natural gas and m crogrid.
So for the first four on there, those are all clean
energy resources, right. Now, on energy storage, we can
talk about that a lot. |'massum ng that nost of the
time we're going to be charging that with renewabl e
energy. That may not be the case. W're going to --
we're going to charge it with whatever nmakes sense for
our custoners, right.

If there's | owcost power sonmewhere and it's not
renewabl e, we're still going to charge them we're still
going to use them but effectively what |'"'mreally trying
to get to on this slide is the anount of natural gas that
we're procuring is a pretty snmall amount conparing --
conparing it to all of the resources that we're putting
in. And so, again, to nake sure that we have a reliable
and cost effective portfolio, these Redhawk units are

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 63

part of that natural gas piece. That's really inportant
for to us maintain that reliability and affordability for
our customers.

When we think about planning, we have to think
about a lot of different scenarios. There are things
such as w nd droughts, where the wi nd just doesn't bl ow.
And there are exanples in the Sout hwest Power Pool, who
has very close to 40,000 negawatts of wnd that at a
point in tine may generate | ess than a thousand
nmegawatts. And so you have to nmake sure that you
understand the probabilities of what that | ooks |ike, and
that you can cover your situation, whatever that is, with
t hose t hings.

Sol ar's another exanple. | can have a
110- degree day in Phoeni x, but yet | have clouds, and so
you may not have solar that's able to produce. Again,

t hat doesn't nake either one of them a bad resource.

They are good resources. They provide us | ow cost

energy. But froma reliability standpoint, | have to
make sure that | have the right diverse portfolio to

bal ance all of those potentials and nake sure that | can
serve our custoners in all hours of the day. And so
that's a really critical conponent. Again, takeaway from
this is just to make sure you see that the natural gas
piece we're doing is a relatively small anount of the
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overall procurenent in the next five years.

Soif | nowgo to an exanple, and I"mgoing to
use, | nentioned the peak day fromlast year, not this
year, this is fromlast year, of 862 negawatts, it
occurred on July 15th, and I'll point out a coupl e of
t hi ngs, because I'"'m going to use this as a foundati onal
slide for a couple of exanples that |I'll wal k through
So you'll note that on the rightOhand part shows the
nmegawatt of peak capacity so you can follow through the
hours of the day, nmorning to noon, and then through the
evening all the way to m dnight, and you can see that the
anmount of electricity our custonmers are using starts out
at mdnight still reducing fromthe heat fromthe night
before, mnimzes sonewhere in the 6:00 to 7:00 a. m
range, and then starts ranpi ng up again throughout the
day. We hit our peak around 6:00 p.m, that's the way
things are today. It noves fromthere, but that's
generally where it's at. And that's where it was on this
peak day.

CHWN STAFFORD: And that's the, what do you
call it, the coincident peak, it's not the net peak?

MR COLE: Chairman Stafford, that is the
coi nci dent peak that we're serving for all APS custoners
on our system that's correct.

CHWN STAFFORD: And this is the -- is this
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a net peak or is it the absol ute peak?

MR COLE: It's the anmount of -- Chairman
Stafford, it's the amount of energy that we are
si mul taneously needing to serve our custoners with at any
given point intine. So it's a hard one to answer,
because there is rooftop solar on the system right,
there's other things going on, and that will cone into
play a little bit in ny exanple that |I'm going to wal k
through, I mght -- | mght ask to nmake sure that
M. Eugenis covers that in a little bit nore detail,
because that -- it gets a little conplicated in his
t esti nony.

CHWN STAFFORD: Right. Because | -- if
you're counting the power that people are consum ng from
solar or nore -- or, you know, the rooftop solar, | think
sone -- | seemto recall a lot of tines even the solar
that's, you know, utility scale is they take that out and
they go off the net peak fromall the solar on the
system not just distribution, distribution side solar
but --

MR COLE: Chairman Stafford, the utility
scal e solar would be counted as part of that. It was a
resource that is being used to serve the system The
di fference between it and a rooftop solar, though, is, as
you point out, is sone of that energy being used fromthe
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rooftop solar is serving the house that it's on. There
may be some additional energy that is comng out of it at
the tine that's in excess of what they're using, but
there may not be. And so there -- therein lies the
difficulty of trying to neasure how that all works. And
sointhis case | think it's best if we represent it as

t he coi nci dent peak that we're serving of our custoners.

CHWN STAFFORD: Right. And so that's
actually -- so you're only counting the energy supplied
to the DG custoners, not whatever they're self-consum ng,
t hen?

MR COLE: That's correct.

CHWN STAFFORD: That's what | was really
trying to get to, it's nore this is the peak of actually
what you supplied, not what they' re self supplying?
Ckay. Thank you.

MR COLE: So again -- again, | want to
make sure that we're laying this out, because |I'm goi ng
to use this slide for quite a few different pieces, and
so peak demand occurs here, and that's the way our
custoners need to use power. And that's when we need to
supply it. So if | just use -- and in this case, we're
going to use rooftop solar -- and so |I've introduced
anot her vertical axis here that shows this is the anpunt
of solar that's comng fromrooftop solar on this
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particul ar day, okay? Note that these are not the sane
on each si de.

So this is a thousand negawatts
effectively, at the nost, but a thousand negawatts on our
systemis down here. So we're basically expanding this
so that it's easier to see, so don't try to put them
t oget her, because it won't work.

MEMBER LI TTLE: M. Chairnman?

CHWN STAFFORD: Yes, Menber Little.

MEMBER LI TTLE: Just to clarify, that is
the rooftop solar that is being delivered to APS, not
that which is being used by the house on which the sol ar
I's, correct?

MR COLE: Committee Menber Little, no,
this is actually all that is being produced by those
rooftop solar units. And because we have neters
associated with all of themso that we can aggregate that
after the fact, we know that's the case. GCkay?

MEMBER LI TTLE: Thank you.

CHWN STAFFORD: Wait. Say that one nore
time. It's the -- the solar peak represents -- is that
total rooftop production?

MR COLE: That's correct, Chairman.

CHWN STAFFORD,  Ckay.

MR COLE: It's total rooftop production,
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sol'mtrying -- trying to take two things just as a
conmparison, just to show how they fit together.

CHWN STAFFORD: kay. And so this -- and
this production is -- it includes both energy created by
t he DG system and sent back to the grid, and DG energy
created and consuned at the | ocation?

MR COLE: Chairman Stafford, that's
correct.

CHWN STAFFORD: Ckay. That's what you were
trying to get to, Menber Little, | think, right, | just
want to nmake sure | got it?

MEMBER LI TTLE: Correct.

MR COLE: |'m doing a poor job of
expl ai ni ng, but you are correct, and thank you.

MEMBER LI TTLE: You're doing a great job of
explaining, it's just a conplicated thing.

MR COLE: Thank you.

CHWN STAFFORD: And ny hearing's not what
it used to be.

MEMBER GOLD: M. Chairnman?

CHWN STAFFORD: Menber ol d.

MEMBER GOLD: So now I'ma little confused.
On your custoner needs require diverse portfolio of
gener ati on resources, you show solar as 2,865 negawatts;
am| reading that correctly? Wy is it only a thousand
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t here?

CHWN STAFFORD: Because this one is just
a -- this is a graph of the rooftop solar. The total
solar includes the utility scale in the big solar fields,
as well.

MEMBER GOLD: Oh, okay. |In that case, |et
me add the next thing.

Whien | added up all of these nunbers, or
actually, when Menber Mercer added up all these nunbers
we got over 10,000 negawatts. The peak that you referred
to there was 8, 200 negawatts. So if we have the capacity
ri ght now of 10,000, is this today's capacity or is this
your proj- -- predicted capacity at sone tine in the
future?

MR COLE: Committee Menber CGold, the
reason that you' re seeing 10,000 negawatts on this
particul ar slide is because, again, that's nanepl ate
capacity. And so that is the maxi mum capability that
t hose resources could produce that, but you don't know
when they m ght be able to produce that. And so you have
to then take into account what's their peak capacity that
they' re going to produce when we have a peak need.

So, for exanple, solar, in the exanple that

' mgoing to wal k you through will not give you
2,865 negawatts of production at peak, it wll give you
GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
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much | ess.

And so that's how we have to wal k t hrough
these, so there -- it's alittle bit of apples and
oranges, and | apol ogize, if you indulge nme on the
exanple, it mght help alittle bit.

MEMBER GOLD: Well, now that | understand
what the charts say, it makes nore sense, because the
only one that can actually give you namepl ate capacity is
your gas-fired turbines.

CHWN STAFFORD: Not even that. They
won't -- they won't hit naneplate capacity on July 15t h.

MEMBER GOLD: The gas turbines won't hit
namepl ate capacity?

MR COLE: Chairman, Conmmttee Menbers,
they will be derated by a slight amount, not a lot, but a
slight anount. And he is absolutely right, they wll not
hit -- | think they're -- | think we're in here 396 or
397 nmegawatts, you nmay -- you may |lose 6 or 8 negawatts
off of that, because of the heat, because they can't
performat their optinumat 118 degrees.

MEMBER GOLD: Gotcha. Gotcha. Gotcha.

But they're really the ones that are closest to what you
have on the chart?

MR COLE: Yes.

MEMBER GOLD: The nucl ear woul d be the
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cl osest ?

MR COLE: Sorry, Commttee Menber. And |
wll -- and | will also ask our technical experts to make
sure they correct ne done those derates to make sure |
didn't give you a bad nunber.

Got that? Thank you.

Ckay. So let ne walk forward on this
exanpl e, and see what else | can confuse people wth. If
| -- if I show you sort of what the coinciding output of
t hese types of resources are, and again, | used rooftop
sol ar as an exanple, just because it's easy to show
And, in this particular case, if you | ook now at, first
of all, at 6:00 at night on the previous slide, you can
see that the production, if |I can get the right button,

t he production of the rooftop solar was down at around
maybe 250, 300 negawatts, okay? So that's the peak
capacity capability that it was actually produci ng on our
peak day at 6: 00.

Now, inportantly, two hours l|later from our
peak, our peak denmand had only gone down a
couple -- actually, it's |less than 200 negawatts. No,
sorry, alittle nore than that, a few hundred negawatts,
but now we're at zero on solar, right? The sun's down.
Sol ar panels can't produce if there's no sun. And so you
still have a gap, that is 7,858 nmegawatts of the 8, 162
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t hat was our peak | oad.

So, clearly, solar, and specifically
rooftop solar, help us during the day when the sun is
shining, but | can't use them when the sun goes down.

And so this is just a way to show how that works and
really to call out the fact that | need to make sure that
| have resources that can fill the rest of this gap
right. And, again, connecting it to Redhawk is a gas
unit that | can turn on when | need it and it provides a
reliable source of energy in this space.

So if I go through one nore exanple, and in
this one I'lIl show you a sinplified version, and | say
t hat purposely, because, again, there are conplications
that make it hard to kind of call out exactly how it was
done, but a sinplified version of what resources did we
use to serve our peak load | ast year, right, and | think
that's hel pful.

Again, going to the sane day, sane slide
you' ve seen, and sort of advancing forward. So, first of
all, we tal ked about nucl ear being a basel oad resource,
we expect it to operate 24/7, 365, unless it's got an
outage. In this case it was operating fully and we had
all the output.

This year, or |ast year | should say, we
had our coal units that were still operating, they
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provi ded anot her source of energy on that day. After
that, we put on the renewables, and so this is the anount
t hat the renewabl es were actually producing at that point
t hr oughout that day, so you can see how they contri bute,
and that's a nmeaningful contribution. That's not to say
that it's small, and I'Il explain that nore when | get to
show ng you what the future | ooks |ike.

And then we tal k about natural gas. So

natural gas fills in all of the gaps that we needed in

order to fill that -- a big part of that. Then I'll show
you another piece that's -- we call it net sales and
purchases. In this case, not everybody was as hot as us

that was around us. So instead of operating our nost
expensive units, we are able to buy power fromothers and
bring it to our custoners and save a little bit of noney
over running our own units.

At the sane tine | needed to nmake sure |
have those units because there are tinmes, 2020 was a
great exanple, there was a west-w de heat wave. At that
point in time, there wasn't anybody selling any power,
and so you either had it or you didn't. And California
found that out; California went dark. And so,
i mportantly, we could have served this |load with our own
resources, but we didn't need to because we were able to
save a little bit of noney.
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Now, the reason for wal ki ng you through
that was to really give you a | ook at what's the
di fference between today or |ast year and what things
m ght look like in 2032. So if you |look at now on the
| eft-hand screen, that's the screen you were just | ooking
at, so that's the 2023 peak | oad day, and generally how
we served, with what resources.

If you |l ook at the slide on the right,
that's showi ng you a nodel ed versi on of what the peak day
m ght |l ook like in 2032, and what we woul d expect the
resource stacking, is what we call this, to look like in
2032. Wiat |I'Il point out is that you still have your
base of nuclear, what you'll note is there's a
significant grow h of renewabl es here, okay? So they're
supplying a lot nore energy. | mentioned renewabl es are
a lowcost formof energy. W're using it. So going
forward we plan on using nore of it.

You'll also note that |I'mincludi ng energy
storage. And the reason |I'mdoing that is energy
storage, which we are installing a significant anount of,
in fact, nore than 3,000 negawatts of it over the next
several years. That will then be able to, as was pointed
out earlier, take sone of that renewabl e energy during
t he hours when we don't need it as nuch, which is the
| ower part of the day, charge the battery, and then use
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And so you'll note that there's a use of
battery here in the beginning and the end of the day, and
t hose are our ranp periods. So solar causes significant
ranp, as does our load, right? Qur custoners use
electricity in a way that is simlar. So our custoners
start ranping up their use when the sun starts com ng up
and they start ranping down their use when the sun goes
down, although |I will say at ny house it's quite a few
hours after the sun goes down before the anount of
electricity | use goes down.

So this is show ng what that | ooks |ike,
and then you can see that al so custoner base -- based
resources |li ke energy efficiency, demand response, we
expect that a big part of what we're doing. And then,
again, inportantly, it's hard to see the red, but down
here in the nmaroon, that's the natural gas. And the
reason for showng this is to show you that 10 years from
now, or less than 10 years fromnow, we will still need a
significant anount of natural gas generation to nmake sure
we bal ance those ebbs and fl ows of what the other
resources on our system can do.

And so, inportantly, again, tying Redhawk
to here's what we're doing now, here's what we're doing
in the future, you can see that they continue to provide
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a significant anount of our reliability needs. Ckay?

MEMBER GOLD: M Chai r man?

CHWN STAFFORD: Yes, Menber Col d.

MEMBER GOLD: First of all, thank you,

M. Cole, those graphs are excellent. But you did say
sonething that confused me. On the 2023 graph, net sale
purchase, you said if there were tines when we coul dn't
buy the gas, we could have produced it.

What does that nean?

MR COLE: Committee Menber Gold, what |
neant to say there, if | didn't do a very good job, was
we are able to serve our custoners wth our own
generati on resources, okay? In a worst-case scenario
that's our job. In situations where there is another

utility who nay be adjacent to us or may be a coupl e of

76

hundred m | es away where there is transm ssion to be able

to bring power to us, if they're not as stressed as we
are on that particular day, we may buy power fromthemif
it's cheaper than running sone of our own resources.

MEMBER GOLD: | understand, you clarified

that. So that neans we really have do have a little nore

capacity than we're using but sonetines it's cheaper to

buy some energy to produce energy as you said earlier but

we do have a little nore capacity. Wen you say we "have

alittle noral capacity,” what is our actual capacity?
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Is it 8,000, 8200 negawatts? What's our actual capacity
if you had to use only ours?

MR COLE: Committee Menber CGol d, w thout
goi ng too far down sone conplicated conversations we're
required and it is best practice to have a pl anning
reserve margin. And so we have not only have enough
resources to serve our peak |oad, but there's a
per cent age beyond that that we procure, buy and |l ease, in
order to make sure that we can serve our customers in
the -- in the event generati on outages, could be
transm ssion |line outages, we could just see a hotter day
than we expected. For all of those contingencies you
have a pl anning reserve nargin.

And so we plan to have nore than we woul d
just to serve | oad, because that would expect, if you
just did enough to serve the |oad, you'd have to be
perfect in everything you did, and nothi ng woul d ever be
out. And if we planned that way, that would not be very
reliable.

MEMBER GOLD: So for your planning, what
per cent age of plans do you, for planning purposes, say
w |l not be online when needed, what percentage?

MR COLE: Commttee Menber Col d, our
pl anni ng reserve nargin has traditionally been around
15 percent, which is an industry norm In fact, | wll
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poi nt out that our planning reserve margin during 2023
was 16 percent.

Sorry, | msspoke. Qur 2023 pl anning
reserve margin was 15 percent. W increased that for
this summer to 16 percent, for a variety of reasons,
including the fact that we've had tenperature extrenes
t hat we have never seen before, trying to nake sure that
we have adequately planned, and there's -- again, there's
i ndustry nornms, there's industry standards that we are
adhering to. And so all of that is in the nanme of trying
to maintain that level of reliability.

MEMBER GOLD: Thank you. One npbre question
about reliability. There was just a report that | read
this norning. There was an attack on a Florida sol ar
pl ant by sone terrorist who supported Hamas. And he did,
| think the nunber was $800, 000 worth of damage to the
solar field, and the police found nore bonbs in his car.

Wiich is nore reliable in case of a
terrorist attack like that, solar, gas-fired, w nd, which
Is the nost secure type of plant that we have avail abl e
to us today, including the --

MR COLE: Committee Menber Gold, | think
woul d struggle to answer that question as far as what
their ability to withstand an attack is. | think the
only area | would feel able to speak to, because | have
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al so worked at a nuclear plant, is | would feel nuch nore
certain about our ability to wthstand attacks at a
nucl ear plant. The others | don't think |I have the
know edge to be able to answer your questi on.
MEMBER GOLD: Thank you.
BY MR DERSTI NE:

Q The slides that we have before the Commttee
right now, it's slide 57 and slide 58. Slide 57 shows
the resource m x that was used on July 15, 2023, to neet
peak. You've taken the Comm ttee through that, and then
your slide 58 shows the hypothetical resource m x that
may be used by APS on a day in 2032.

| guess what |I'mgetting fromboth of these
slides is that it -- the relative resource mx really
cones down to resource adequacy. Watever the relative
m x of resources that APS is using at a given tinme, you
have to have sufficient resources to neet peak and to
nmeet custoner denand throughout the day, is that -- is
that kind of a fair statenment? Do | have that right?

A (MR COLE) M. Derstine, that's correct.

Q Ckay. Can you talk a little bit about resource
adequacy and maybe touch on what that neans and t hen what
are the risks to resource adequacy? | think we talked
about sone of the chall enges that you' re facing that
maybe specifically the risk to resource adequacy is
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identified maybe by sone of the other planning
organi zati ons?
A (MR COLE) Sure.

So, you know, we've have touched on resource
adequacy a little bit, and just to nake sure we're --
we' re speaking on the sanme terns, in order to be resource
adequat e, you' ve got to have enough energy to neet denand
under a variety of conditions, okay? W've talked a |ot
about contingencies. W've talked a | ot about
reliability, in general. But that's what resource
adequacy is. Resource adequacy, at the end of the day,
iIs do I have enough and the right types of generation
resources that | can adequately serve ny customers under
a variety of circunstances, under a variety of scenario0s?
It's not perfection. But it is very, very high-Ievel
reliability, which is what our custonmers expect, and
frankly, what we need as a society.

And so what -- what you can see if you | ook at
the quote over on the right, which is fromthe Western
El ectricity Coordinating Council, is that variability
remai ns the greatest risk. And M. Derstine, | think,
mentioned this in his opening. It's been in the last two
assessnents from WECC i s what they call them

But | do want to point out that variability is
not just variability of solar and wnd, right, it's not
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just a resource variability. |If you |look at the rest of
the quote it's large plan additions of variable
resources, which are those, but it's also the retirenents
of additional basel oad resources, which we've tal ked
about, extrene weat her events, which we' ve tal ked about.

So those are sone of the drivers that they call
out. And, in fact, APS s analysis and what we have seen
and the work that was done by M. Eugenis and his teamto
do the IRP in 2023, says exactly the sane thing, that in
order to maintain that reliability through that
variability, that you need to have a variety of resources
and that natural gas is a conponent of that.

So | think, inportantly here, this is a -- |
nmentioned earlier the market used to be, there was nore
out there, right, you could go out and you coul d buy
things, that's not the case today. And, in fact, supply
chain issues have limted utilities and others' abilities
to build resources. They've delayed them Sonetines
they've had to cancel them But the resources that are
needed to maintain reliability is starting to be
questi oned. And you can see that in the WECC assessment.
And so that was really what | wanted to point out there.

Q So if I"'mreading the first sentence there,
"Variability renmains the greatest risk to resource
adequacy in the Western Interconnection,” how do you
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solve for that?

A (MR COLE) Again, | think, you know, the way to
solve for that really is you go back to what we tal ked
about earlier, what's the planning foundati on? You nake
sure that you have a reliable cost affordable,
cost-effective, and diverse portfolio. And the diverse
portfolio is the piece that is really inportant. And
again, natural gas is a conponent of that.

And, in fact, | would go forward here a slide
and point out that under a NERC assessnent, which is
North American Electric Reliability Corporation, | always
say "council,"” but it's corporation, they have identified
as well that natural gas-fired generators are essenti al
for neeting demand.

And, again, stating again, that is exactly what
our studies and work found out is that in order to
mai ntain that reliability and to be consistent in the
service of our custoners that we need natural gas
resources. Tying it again, the Redhawk units we're
tal ki ng about here today are part of that portfolio that
we expect to use and need to use in order to serve our
custoners' reliably.

So without -- without reading quotes in this
case, | think we've got to, just closing up, we've got to
be able to neet our custoners' demand in al
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ci rcunstances, and the need for reliable generation
resources calls for the Redhawk units, gas units,
generally, in this case, through an Al -Source RFP
process, the Redhawk units specifically.

And M. Eugenis will talk nore about the
specifics wiwthin the IRP and sonme specifics wthin the
All -Source RFP to tie those together as well.

CHWN STAFFORD: M. Cole, did that WECC
assessnent, did they al so address the need for nore
interstate transm ssi on?

MR COLE: Chairman Stafford, I'mtrying to
recall. Many of the reports that have been out, and |
can't renenber if that one specifically did or not, nany
of the reports have called for the need for additional
transm ssion. And, in fact, we conpletely agree, that is
anot her piece of we consider part of it, part of our
resource plan is we need nore transm ssion in order to
bring some of those resources hone. So | cannot remenber
specifically on the WECC study, but nany studi es have
identified that.

CHW STAFFORD: Right. | recall that -- |
recall that they said -- sonebody said that we need a | ot
nore, you know, high-voltage interstate transm ssion
lines to be able to connect the region better. But I
couldn't recall 1if it was that specific WECC assessnent
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or if it was sonething else. | thought maybe you woul d
know of f the top of your head.
MR COLE: | apologize, | can't renmenber.
CHWN STAFFORD: Thanks.
BY MR DERSTI NE:
Q M. Cole, | think that brings us to the end of

your planned testinony. | think you have one summary
slide that -- but | think you've already covered those
hi gh points. But do you want to just touch on -- on that
sunmary?

A (MR COLE) Yeah.

And it really is repeating, so | wll be brief.
But, you know, | think to close it out, Redhawk really is
part of making sure that we have a reliable portfolio.
It's part of a diverse set of resources. |It's part of
being reliable. 1It's part of being affordable for our
custoners. And all of those are the foundational pieces
of how we plan and how we nmake sure that we can supply
our custoners.

The Redhawk units that we're tal ki ng about today
and in the subsequent days are part of that portfolio,
they' re needed to serve our custoners in a reliable way.
And they'll help us, frankly, continue to nove toward our
cl eaner energy m x by sol ving sone of those ebbs and
fl ows throughout the day and eveni ngs that we need.
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MR DERSTINE: That concludes M. Cole's
testinmony. Is this a good tine to give the court
reporter a break, and maybe nore inportantly, ne?

CHWN STAFFORD: You're reading ny mnd,

M. Derstine. | think that's an excell ent suggesti on.

MEMBER LI TTLE: M. Chairman?

CHWN STAFFORD: Yes, Menber Little.

MEMBER LI TTLE: Just a real quick note,
woul d it be possible for the applicant to send the slides
to Tod and have himsend themto us, so | could refer
back and forth to them on ny conputer?

MR. DERSTI NE: Absol utely.

MEMBER LI TTLE: Thank you very nuch

CHWN STAFFORD: Thank you.

Let's take a 10- to 15-m nute recess.

We stand in recess.

(Recessed from 3:27 p.m until 3:54 p.m)

CHWN STAFFORD: Let's go back on the
record.

M. Derstine, | believe you were sw tching
to your next witness on this panel, M. Eugenis.

MR DERSTINE: That's -- that's correct,
M. Chairman, although |I think at the break M. Cole
foll owed up on a couple open itens and he's ready to
address those. | think he has information on the Sol ana
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PPA and he wanted to clarify his testinony on the derate
for the natural gas units. And | think wanted to maybe
correct the nunber of times that APS has hit its peak.

MR COLE: Chairman, if | may, yeah, so a
few -- a fewclarifications, corrections. So the first
one would be a correction. And as many tines as | have
tal ked about the fact that we broke our record | ast year
18 different tines, for whatever reason | was told |I said
13 today. And so | wanted to correct the record. It was
18.

| wanted to point out your question around
the Sol ana expiration, that's 2043 is when that contract
expires. And then, lastly, | gave a little bit of a
guess on what the derate at high tenperatures was for
each of the units at Redhawk that we're tal king about,
and the derate is around 6 negawatts per unit. So | just
wanted to clarify the record.

CHWN STAFFORD: And the nanepl ate capacity
Is, what, 48 1/2 per unit?

MR VAN ALLEN: That's correct.

CHWN STAFFORD: Gkay. Thank you.

MEMBER LI TTLE: M. Chairman?

CHWN STAFFORD: Menber Little.

MEMBER LITTLE: |I'msorry, | was witing
and | didn't hear when Solana is due to expire.
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MR COLE: That's 2043.
MEMBER LI TTLE: 2043.
Also, | would like to take a nmonent to
t hank the applicant for what | consider to be a really
good tutorial on resource planning for the non-believer.
MR. COLE: Thank you.
BY MR DERSTI NE:

Q All right. | think that concludes M. Cole's
testinony, and M. Eugenis, we're going to transition to
you. You're sworn, you're under oath. Wy don't you
backtrack just a little bit, and since we covered it a
coupl e of hours ago introduce yourself to the Commttee
and give thema little bit of background on yourself wth
your education and your experience?

A (MR EUGEN S) Good afternoon. | just want to
make sure that we can hear ne okay on the m crophone?

Q That's a little -- you may want to pull it a
little bit closer, but --

A (MR EUGENI S) How about now?

Q Good for ne. The court reporter can hear you.

A (MR EUGEN S) Very good.

My nane is Mchael Eugenis, | go by M ke
Eugenis. |I'mthe director of resource planning here at
APS. My background is pretty varied across the utility
I ndustry. | went to school here in Arizona. 1've lived
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in the Valley for over 20 years now. | have an
el ectrical engineering degree from Arizona State
Uni versity, as well as a master's in business
adm ni stration fromthe G and Canyon University, as well.
Whil e working at APS, |'ve spent several years
in our transm ssion and distribution engi neering
organi zati on, and nost recently, |'ve spent three years
w thin resource planning in a varied nunber of roles.
Q | " m going to have you maybe sl ow down just a
little bit, M. Eugenis, for the court reporter.
So you are the director of resource planning.
M. Cole is the vice president of resource managenent.
Is M. Cole your boss?
A (MR EUGENS) That's correct.
Q So that will be a tough act to follow this
afternoon, right?
A (MR EUGENS) That's correct.
Q Ckay. | have no doubt you're up to the task
| think you have a slide that's going to
summari ze the topics you're going to cover this
af t ernoon?
A (MR EUGENS) That's correct.
The purpose of ny testinony here today is to
spend sone nore tine discussing our |Integrated Resource
Plan. M. Cole did a wonderful job of introducing the
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2023 Integrated Resource Plan, and I"mgoing to go into a
little bit nore depth about what we nodel ed as a part of
that, sone of the results of that I|Integrated Resource

Pl an, and how that inforns our need for the project that
we' re requesting a CEC for today.

After | tal k about our Integrated Resource Pl an
nore in depth, I'malso going to spend sone tinme
di scussi ng our All-Source Request for Proposals. Most
recently the 2023 All - Source Request for Proposal, or
RFP, is howthis project was bid in. And I'Il tal k about
our eval uati on net hodol ogy.

I n general, whenever a project, kind of the
lifecycle of a project for APSis, first you start with
an |RP that identifies needs, and then once you have
t hose needs identified that hel ps informthat All-Source
RFP process, and then ultimately we contract with
di fferent generation resources fromthat RFP

Q Thank you for that.

So you indicated you're going to give the
Comm ttee sone nore detail and depth on the |Integrated
Resource Plan. | think one of the -- maybe the starting
point for the Integrated Resource Plan is your | oad
forecast. Do you want to start there in terns of
di scussing the el enents of the resource plan?

A (MR EUGENS) That's correct.
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l'd like to spend just a couple of m nutes
refreshing the nenbers of the Commttee about what the
| RP is. Brian covered this, or M. Cole, covered this in
his testinony as well. An IRP is usually devel oped by
utility every three years. Most recently we filed these
wth the ACC in 2020. And then in Novenber of 2023.

It's a 15-year look into the future of what are
the predicted | oad needs or the load growh that we're
anticipating, as well as what resources are necessary to
meet that growth into the future, and nmaintain reliable
el ectric service for our custoners.

The purpose of an IRP really is to identify
t hose resources necessary, and it requires a | ot of
nodeling work, it requires a |lot of statistics and
stochastics in its developnent. |In ny conments here
today, I'mgoing to do ny best to hopefully represent
what is a really conplicated and conpl ex process that we
do here at APS in terns that | hope are easily
under st andabl e and can shine light in terns of how we
approach the difficult question of determ ning what the
optinmal resource mx is into the future and the role that
this project plays in that m x.

At the heart of any IRP is the | oad forecast.
The | oad forecast really defines what needs we're going
to have into the future. Brian spoke extensively in his
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testi nrony about how we have different resource types
that -- that neet our needs, as well as the gap into the
future that we see that's necessary to continue to
provide reliable service for our custoners. | want to
hi ghlight a couple of different things in terns of the
| oad forecast that was devel oped for the 2023 | ntegrated
Resource Pl an.

If you |l ook on the right-hand side slide in the
graphic here on the left, you can see that this is a
conpari son between the | oad forecast used in the 2020 IRP
and the | oad forecast that was used in the 2023 IRP. The
2020 IRP is represented by this orange color, wth the
2023 I RP represented by the blue color. | want to cal
out that in today or if you | ook at 2024 and 2023 really
as being the first overlapping year that these two pl ans
exi st, the |oad forecast is alnost identical, which I
t hi nk speaks to the quality of our |oad forecasting team
and the tools that we use to identify what our custoner
needs are going to be into the future.

As you nove forward, though, you can see that
al nost the entirety of this new |l oad forecast is higher
t han what we had previously predicted in our 2020 IRP
This is being driven by robust growh throughout the
state of Arizona and really froma nunber of different
i ndustries as well. And it speaks to the anmounts of
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demand that we anticipate into the future for generation
resources, and the custoner needs that we antici pate.

A few statistics to highlight here as well, we
see that load growh increases by over 900 nmegawatts in
2035, if you conpare the 2020 IRP | oad forecast to the
2023 IRP |l oad forecast. And if you look at a nore
concentrated period over the next couple of years, which
is between '24 and 2028, when this -- the Redhawk project
is estimated to go in service, you can see that there's
over 1,700 negawatts of peak demand increase between
today and that tine.

There's a trenendous need for resources going
forward, and the purpose of an Integrated Resource Pl an
and the nodeling that we do is to determine what is the
best portfolio or group of resources to nmaintain
reliability for our custoners at the | east cost.

Q So that's the | oad forecast, and | think you
menti oned sone of the other key piece of the -- of the
IRP is then utilizing the |oad forecast, the
identification of the resources that are needed to neet
that load. You want to cover that next?

A (MR EUGENS) That's correct.

Brian, or M. Cole, did 1|l think a very good job
in his testinony tal king about diversity as being a core
concept in our resource planning efforts, and in the
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study work that we've performed. The title of this slide
| think calls that out as well, a diverse m x of
resources is really what's necessary going forward to
maintain reliability for our custoners. How we devel oped
this resource mix really kind of speaks to the core of
what |'mresponsible for at APS.

| told you that we use a nunber of different
nodeling tools in our work, and our work is very detail ed
and requires quite a bit of an analysis into the future.
We use sonething called a | ong-term capacity expansion
tool. This long-term capacity expansion tool | ooks
15 years out on an hourly basis, and we input our | oad
forecast on that hourly granularity, and then we -- we
solve for what resources are necessary to naintain
reliability, using that tool.

That tool is an optim zation product. And so
what it seeks to do is for areliability threshold or a
particular nmetric for maintaining reliability into the
future, it seeks to find a group of resources that
mai ntains that netric at |east cost. So as we run that
tool, as we update the assunptions associated with it and
the different scenarios that we like to | ook at, it's
al wvays optim zing for those two things, a reliability
threshold and then a | east-cost portfolio to neet that
t hreshol d.
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VWhat we found in the 2023 I RP for our preferred
pl an and the group of resources that it identified is a
varied m x of resources that has quite a bit of renewabl e
generation as a part of it. On the right-hand side
screen | want to call out, these are the cunmul ative
resource additions that are identified in the IRP from
2024 to 2031. You'll see that the vast majority of
resources cone in the formof solar, battery, w nd, and
di stributed energy resources. Al of the val ues that
we've provided on this slide are in nanepl ate nunbers,
whi ch corresponds to the information that Brian had
provided in his slides, if you renenbered the | eft-hand
graphic that he spent sone tinme di scussing.

Only once we've finished our procurenent of a
pr odi gi ous anmount of renewabl e resources do you see the
i ncrenental anount of natural gas that's a part of this
portfolio. This natural gas represents about 1,500
nmegawatts of nanepl ate capacity, and the project we're
tal ki ng about today is included in this overall need.
It's inportant, just as Brian -- or as M. Cole said in
his testinony, that different resources provide different
value to the grid. Qur solar resources are a valuable
source of energy while the sun is shining, w nd resources
are a val uabl e source of energy whenever the wind is
blow ng. And we also utilize a trenendous anount of
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[ithiumion battery storage or other storage technol ogi es
into the future in noving that energy to higher val ue
peri ods of the day.

CHWN STAFFORD: Menber French, you have a
questi on?

MEMBER FRENCH. Yes. Thank you.

W' ve seen a substantial increase in
mer chant generation, especially within the sol ar
i ndustry, can you explain to ne how that's accounted for
i n your resource planning?

MR EUGEN S: Menber French, when APS goes
out to request resources, we do so through a RFP, or
Request for Proposal, process. There's a nunber of
utility-scal e devel opers that exist in the industry that
devel op those projects and offer themto us as a part of
that process as bids into that RFP, and then ultinmately,
we eval uated those bids to see if they're a part of that
| east-cost portfolio.

MEMBER FRENCH. Yes. Thank you.

One of the issues that we've seen cone up
that Menber Little |likes to point out on a regular basis
is that these generators tend to hold off on filing a
Ten-Year Plan until a year or two from when they intend
to construct, and your resource planning is, | believe |
saw every three years, so does that have any inpact on
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how you plan or do you wait until a RFP is out to really
assess these other generators?

MR EUGEN S: Menber French, our planning
is focused on the -- our custoner needs, so as a
| oad-serving entity, APS has an obligation to nmaintain
resources for our custoners. W do not necessarily
nonitor the resource plans that are submtted by
devel opers or by other entities that do not serve | oad,
and instead, rely on that RFP process to signal to those
entities, and through the IRP, frankly, that we have
consi derabl e needs into the future, and that we wel cone
themto develop projects within our service territory if
they can do so at | east cost for our custoners.

Does t hat answer your question, sir?

MEMBER FRENCH:  Yes, it does. Thank you.

CHWN STAFFORD: Pl ease proceed.

MR EUGENI S: Thank you, Chairnan.

When devel oping this portfolio, | tal ked
about the different resources that make up that diverse
generation mx. Each of thema part of a | east-cost
portfolio. Wen we do our nodeling in that |long-term
capacity expansion tool, we take into account all of the
di fferent characteristics for these resources, which
neans that the tool understands the fact that solar
resources are only available during the day and that w nd
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resources are only avail able when the wi nd bl ows, and
that other resource types, especially natural gas,
provide flexibility and dispatchability to the system

| also want to call out as a part of this
portfolio, there is a trenendous anount of investnent
that takes place in battery energy storage as a part of
this portfolio, and yet, natural gas resources are al so
still an inportant part of our procurenent going forward.
BY MR DERSTI NE:

Q | think, M. Eugenis, you and M. Col e have
spoken to the diverse m x of generation resources that
APS is relying upon out through your planning horizon
into the future. | think you have a chart that, you
know, M. Cole took us through kind of that day |ast year
in July which is kind of explained the peak and how
the -- how the different resources were able to fill in
and neet that peak demand in July of |ast year.

You want to -- you want to talk a little bit
about -- or do you have an exanple that you would like to
use for the Commttee kind of show ng how flexibility of
natural gas is part of that diverse resource m x?

A (MR EUGEN S) Absolutely. Thank you,

M. Derstine.

Natural gas is a multipurpose tool, |I think it's

a resource that has a lot of different value streans that

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 98

it brings wwth it, and it's sonething that really can do
or can be used in a way that very few other resources
have the sane ability to be used. | used two terns in
my -- on the previous slide that I'd |like to define for a
nmonent now, which is dispatchability and flexibility.
And | used this slide to highlight those two different
characteristics of a generator, a dispatchabl e generator
is one that we have the ability at APS to control. So
that nmeans at any tine we can call upon that generator to
give us a delivered negawatts on behal f of our custoners
and maintain reliability for them

A flexible generator is one that can vary in
realtime or it can respond to systemevents very qui ckly.
So an exanple of a dispatchable generator that nay not
necessarily be as flexible is a nuclear facility. Qur
nuclear facilities we turn on and we run them full out,
and they produce a | arge anount of affordable energy for
our custoners; however, we typically do not vary the
out put of a nuclear facility.

QG her facilities, such as our coal plants, have
sone elenent of flexibility to themas well, but not to
t he sane extent as the type of generation that we're
tal ki ng about today, which is a natural gas conbustion
t ur bi ne.

The chart that | have on the slide here, shows a
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typical |oad profile during what we call a shoul der nonth
or in the spring, this is for April in 2028. |If you were
to followthe top |line here, regardless of color, you
woul d see this is what we estimate the denmand from our
custoners to be during this period. And so this overal

or total is the anbunt of demand that we have to satisfy
wth all resource types in order to naintain reliability.

Now, |'ve superinposed on this inage this yell ow
portion, which is representative of the sol ar output.

And | realize that |'ve conplicated things between

M. Cole's testinony, which showed sol ar kind of on the
bottom and I'mshowing it as subtracted fromthe | oad,
and | hope that you can bear with me for a nonent as |
explain this.

By showi ng the solar generation as kind of
subtracted fromthe load, I'midentifying the need for
other resources to fill that |oad gap whenever it's not
available. So if you |look at this blue region, this blue
region is representative of the total demand or total
need that we have from other resource types outside of
what solar can fulfill.

A fewthings that I'd like to call out here. |If
you | ook at the beginning or during the start of the day
as the sun starts to rise, you can see that there's a
rapid shift in the anobunt of resources necessary to be
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online with a | ot of resources having to ranp down during
this period, as the solar resources actually ranp up in
magni tude. Having a fast-respondi ng resource, such as a
nat ural gas conbustion turbine, aids us in being able to
mai ntai n that ranp.

If you | ook at the second highlighted bull et
here, this shows that there's sone variability throughout
t he day, whether that be cloud cover that cones in or
just sone variability in the solar output, having
resources online that are able to change their output
qui ckly allows us to maintain that system bal ance duri ng
this period, and that speaks to the flexibility of a
nat ural gas resource.

And then, finally, 1'"d like to call out the
period in the evening as the sun is setting, where we
need resources to be able to conme online very quickly,
and be able to serve the needs of our custoners as the
sun sets and as we have less availability of solar
energy. This kind of speaks to that nultipurpose tool
that natural gas generation fills, and the fact that it
really benefits custoner reliability by being both
di spatchabl e and a fl exi bl e resource.

CHWN STAFFORD: M. Eugenis, the slide here

on -- is it slide 84 in APS-11 -- is this representative
of, like, all solar output including utility scale or is
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this just -- because | think before it was just focused
on rooftop solar. Is this -- is this representative of
all solar or just rooftop solar?

MR EUGEN S: Chairnman Stafford, | believe
that this focuses on utility scal e sol ar.

CHWN STAFFORD: Ckay.

MR EUGENS: If | can nmake one final point
on this slide before |l nove on, I'd like to say as we
continue to invest in those variable energy resources,
such as the solar that we've identified, we're going to
have an increasing need for this dispatchable and
flexi ble resources, such as a conbustion turbine |ike the
project that we're tal ki ng about today.

BY MR DERSTI NE:

Q So the slide that you' ve just wal ked us through,
the slide 84, drives honme the nessage, | gather, that
natural gas is inportant, because it has the flexibility,
so that nmakes it an inportant resource as part of your
di verse resource m x, but in analyzing, say, natural gas
generation as part of your Integrated Resource Plan, did
you take into account variables, |like potential cost
increases in natural gas, or the relative costs of other
resources, |like solar, wind, or battery storage as
potentially |lower cost? And how do you eval uate and
conpare those resources, given those factors?
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A (MR EUGENS) W did. [|I'mgoing to spend
probably quite sone tine on the next two slides, because
they can be a little bit dense in their information, and
it speaks to a thought process that we utilize when
developing an IRP. And really the purpose of that IRP is
to determne that for different scenarios into the
future, what is the | east-cost group of resources needed
to maintain reliability for our custoners?

And so | ast year as we have perforned our study
wor k, we included several different sensitivities or
scenarios to determ ne what changes were nade in that
| east-cost portfolio, if we were to vary sonme of our
inputs. On this slide we focused on changi ng what our
natural gas fuel price would be into the future. That
fuel price does not change the capital costs associ ated
with a natural gas facility, but instead, better captures
what could be variability or volatility of natural gas
pricing into the future, the fuel itself, or the
potential for a long-termconstraint in supply of natural
gas.

What we found in those cases is -- is shown on
this slide here. [|I'mactually going to start on the
ri ght-hand screen. And in the right-hand -- on the
ri ght-hand side of that screen under "Total natural gas
fuel consunption,” so by varying the anount of -- or
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varying the price forecast for natural gas fuel in the
future, I've made it nore expensive to run these units.
And you can see in our cases we show a correspondi ng
decrease in the anount of energy production from natural
gas resources for that higher gas price case.

But | want to call out that as you get closer to
when we retire or when we exit fromthe Four Corners coal
facility and the next few years afterwards, there's
virtually no difference between the natural gas burns in
t hat higher fuel price case as in our preferred portfolio
or really our reference portfolio, which is called in out
here. That further speaks to natural gas being a
reliability-based resource, really it is what's
di spatched when there's few ot her options on the grid and
because it's both dispatchable and flexible, it provides
us quite a bit of value during those tines.

Now, | want to call out, if you | ook on that
ri ght-hand side screen, but the left-hand slide, this
shows the total anmobunt of natural gas capacity that's
being built. So instead of tal king about fuel burn on
this particular chart, I'mfocusing on the anount of
capacity or naneplate negawatts that are installed to
mai ntain our reliability for our customers.

And what you see is that the difference between
our reference case and this high-gas-price case is

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 104

virtually none until the very end of the planning period.
The total difference in 2038 between these two cases at
the end of the planning period is only about a

250- negawatt difference.

Now, what that neans, if you take these two
charts together, is that while we may burn | ess natural
gas, if that fuel becones nore expensive in the future,
we still need the capability fromthese resources during
times of stress on the system regardl ess of that fuel
price change.

CHWN STAFFORD: So during that tinme frane,
| ooking at the total of natural gas fuel consunption, so
from |ike, 2030 to 2033, your denand for gas is pretty
i nel astic?

MR EUGEN S: That's correct.

CHWN STAFFORD: Okay. And |'m assum ng
that has to do with the retirenment of Four Corners?

MR EUGENS: Chairman Stafford, that's
correct.

CHWN STAFFORD,  Ckay.

MR EUGENS: The other sensitivities that
we ran as a part of the IRP, had to do with the cost of
renewables in these cases. So ny first set of
sensitivities that | talk through increased the cost of
the fuel of the natural gas itself that we were burning.
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Now I ' m |l ooking at a different side of the equation,
which is if the cost of renewable resources were to fall
in the future, whether that's driven by additional
incentives from you know, the policy, federal policy,
state policy, et cetera, or supply chains kind of
maturing and alleviating sone of the constraints that we
see today, would we still have simlar |evels of natural
gas billed as a part of a |east-cost portfolio.

So calling out once again that as we use
our long-term capacity expansion tool, we're always
solving for |least cost at a certain reliability metric.
And so all of these portfolios are reliable portfolios
for -- and | east cost for their input assunptions. Now,
what | want to call out is there's very little difference
in the total amount of natural gas billed out if
renewabl e pricing were to fall in the future.

So if you look at this furthest bar to the
left, and I'"'mon the | eft-hand side screen right now, and
it's labeled "low cost."” That identifies the anount of
natural gas resources that the case selects even for
| ower-cost renewable pricing into the future. And then
you can see, in conparison to the reference case and the
hi gh cost case, there's really very little difference
bet ween these. I n fact, the magnitude of difference
bet ween that | ow renewabl e price case and the high
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renewabl e cost case is about 350 negawatts of change
bet ween t hose.

So, once again, |'mkind of painting a
pi cture here in terns of the need for natural gas
resources, if natural gas fuel prices increase into the
future, there's very little change to the anount of
natural gas facilities we need. And if a renewabl e
capital cost were to change into the future, it has a
limted inpact in the total anobunt of natural gas
facilities necessary to maintain reliability for our
cust oners.

If | could further --

MEMBER GOLD: M. Chairnman?

CHWN STAFFORD: Yes, Menber ol d.

MEMBER GOLD: Avail ability of natural gas.
Readi |y avail able now? Readily available in the future?
Do you have access to adequate anpunts of natural gas?
W1l you have adequate anounts of natural gas? |'m
assuming that this next election will determ ne whet her
or not we drill for nore or whether or not we stop
fracking or drilling for nore. Wat -- and how have you
taken that into consideration?

MR EUGEN S: Menber Gold, we include our
l[imtations in terns of what we have rights for for
natural gas into the future. W contract with pipeline
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conmpani es on those transportation rights, is what we
typically call them and include that in our nodeling
going forward to ensure that we do not use nore natural
gas than we have the ability or right to do so.

As part of resource planning here at APS,
we al so ook at the ability for us to increase those
transportation rights and we work closely with those
pi peline conpanies in terns of what our demand wll be in
the future for natural gas and the possibility of
addi ti onal natural gas supply bei ng devel oped.

MEMBER GOLD: So what you're saying is
you've | ooked into this and there doesn't appear to be
any problemw th you getting enough natural gas to fire
this plant as well as everybody else firing their plants.

MR EUGENS: Menmber Gold, that's correct.

MEMBER GOLD: Thank you.

CHWN STAFFORD: Menber Fontes, you had a

question?
MEMBER FONTES: Thank you, M. Chairnan.
M. Eugenis thank you for your testinony,
it's very useful. One question on the sensitivities as

it relates to energy storage, because the dispatchability
and the things that we'll have to include in the
Certificate of Environnental Conpatibility. Can you
educate and informthis Commttee how the energy storage
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iIs factored into sensitivities with respect to the
renewabl e integration and also as it |ooks on in
conparison with the natural gas peaker facility, just so
we have got that captured. Appreciate you

MR. EUGENI S: Menber Fontes, energy storage
does share sone of the characteristics of natural gas in
terns of that it is both a dispatchable and a flexible
resource. And so if | go back a couple of slides, now on
APS- 11, that is one of the reasons why battery energy
storage continues to be a |arge portion of what APS has
identified as a necessary resource into the future and
one that provides reliability and, you know, |east cost
for custoners. However --

CHWN STAFFORD: You went back -- you're on
slide 82, you went back to?

MR EUGEN S: | apol ogi ze. Thank you,
Chairman Stafford. This is slide 82.

CHWN STAFFORD:. Okay. Just making sure
that the nenbers that are renote they can, because they
should all -- you all have the slide show sent to you, so
you can peruse that at your |eisure. You re not
dependi ng on what we're projecting on the screen here.

All right. There you go. Please proceed.

MR. EUGENI S: Thank you, Chairnan.

However, there are sone limtations
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associated wth battery energy storage as it stands
today. These are energy limted resources, which neans
the typical battery storage is four-hour in duration is
typically what you see in lithiumion batteries today.
And it does not have the sane ability to provide energy,

| i ke natural gas does, you know, coincident with the
capacity that it provides as well. So you have to charge
a battery. And a natural gas facility, you can just
bring online and it provides both that energy and
capacity in realtine.

If I could conclude this portion of ny
testinmony, | just want to further enphasize that al
portfolios include simlar anpbunts of natural gas
resources, indicating that this is an inportant part of a
| east-cost reliable portfolio for our custoners going
f orwar d.

BY MR DERSTI NE:

Q And, again, the, | guess, the selection of these
different -- the portfolios in the determ nation of what
Is least cost, that's handl ed through the nodel, the
| ong-term capacity expansi on nodel ?

A (MR EUGENS) That's correct.

Q Talk a little bit about the nodel in terns of is
this a proprietary nodel for APS or is this a nodel
that's used across the industry? And how do you then
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deci de what inputs are -- are given to the nodel as part
of your planning process?

A (MR EBEUGENS) This is a nodel that's well used
across the industry. Its developer is Energy Exenplar,
whi ch actually develops two of these tools. W used one
of them the Aurora product, and that |ong-term capacity
expansion tool is an elenent of that optim zation tool
called Aurora. Many utilities use these. SRP uses this,
that's Salt R ver Project, utilizes this sanme tool, as
wel | as nunerous others, both in the WECC, as well as
t hr oughout the United States.

Q You said part of this, when you're tal ki ng about
the sensitivities, you were -- in order to test those
sensitivities, you're inputting different prices, for
exanpl e, using -- looking at slide 87, you were using

different capital costs for solar, wnd, and energy

storage to conpare -- make the conparison to natural gas?
A (MR EUGENS) That's correct. | have a slide
later inthis -- in ny testinony in the RFP section that

gi ves a graphical depiction of the inputs that are used
in the long-term capacity expansion software, and sone of
the interactions that take place as we devel op that

| east-cost reliable portfolio. So |l will -- 1 will spend
sone tine during that portion of ny testinony diving into
that a little bit deeper.
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But | would Iike to say nowthat it's the sane
tool that we use in the IRP that we use for the RFP
evaluation, and it relies on much of the sane data, and
so there is a strong anount of consistency between those
two eval uati ons.

Q Ckay. So | think you indicated that that waps
up your -- the testinony that you wanted to add on the
| nt egrat ed Resource Plan, the 2023 IRP

Do you want to now -- you | ooked at your watch,
whi ch pronpted nme to | ook at ny watch, we're at 4:35. |Is
this a good stopping point in your testinony, you're
about to nove into the All-Source RFP, if we're going to
go through the flyover sinulation to allow the Commttee
t o have an understandi ng of where the Redhawk pAnt is and
where t he expansion project will be constructed, and so
t hey have an understandi ng and can take a vote on whet her
or not to go out on a -- on a bus tonorrow and take a
tour. Is this a good tinme for us to break?

A (MR EUGENIS) It is.
MR. DERSTINE: Ckay. So, M. Chairnman, |

think it will take just a mnute for M. Turner.
M. Turner, | guess maybe this would be
a -- since you're going to narrate the flyover

simul ati on, why don't we have you sworn and get you under
oat h.

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 112

CHW STAFFORD: Onh, a different witness is
going to do the presentation?

MR DERSTINE: He's going to -- M. Turner
wll do the flyover sinulation, so why don't you state
your nane and address for the record, M. Turner.

MR, TURNER:  Sure.

My nane is Mark Turner. | work for AECOM
at 7720 North 16th Street, Suite 100, Phoeni x, Arizona
85020.

MR DERSTI NE: Ckay.

CHWN STAFFORD: And woul d you prefer an
oath or affirmati on?

MR TURNER: Gath is fine.

(Mark Turner was duly sworn by the

Chai rman. )

CHWN STAFFORD: Pl ease proceed.

MARK TURNER,
called as a witness on behalf of the Applicant, having
been previously sworn by the Chairman to speak the whol e
truth and nothing but the truth, was exam ned and
testified as foll ows:
/1
I
I
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DI RECT EXAMI NATI ON
BY MR DERSTI NE:

Q M. Turner, you and your associ ates at AECOM
were asked to prepare a flyover simulation. Do you want
to give us a little background on that and then let's get
it up on the screen?

A. (MR TURNER) Sure.

Grace, there was a still image | was hoping to
put up on the -- there we go. Thank you.
| did want to show -- well, first of all, let me

answer the question. W used avail abl e geographi c
information to produce a 3-D flyover. The screen on the
right has that beginning i mage. The screen on the |eft
is showng the flight path that we're going to take.
It's just about a m nute-long video, where approxi nately
the red line that you see on that image is the flight
path, and it's approximately 25 mles.

And, thank you, you can take that screen off and
you can put the video. But before you start the video, |
would like to point out on the right screen now -- well,
actually, on both screens -- we are in the Wst Valley of
Phoeni x. And nmaybe many of you are from here, and you
recogni ze Loop 303 and the 1-10 intersection. Qur hotel
Is about four mles away fromthis intersection. W're
further away, about three or four m|les.

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 114

Q Whi ch direction?

A (MR TURNER) Towards the bottom of the screen,
whi ch woul d be east. W're about four mles east from
this location. 1In the top left of the inage is a north
arrow, so north right nowis pointing to the right side
of the screen. And | would like to point out, just to
get our bearing here -- I'"'mnot sure |I'musing the -- oh,
there it is -- the Wiite Tank Mountains are the nountains
in the top right of the screen and north of 1-10. The
community of Verrado is at the base of that area.

And | think I would like to start the video now
and we're going to go to about 25 seconds, and then I|'1|
have it paused again. This is, again, 1-10, G trus,
Jackrabbit, are the intersections, Verrado con ng up
here. W' re | eaving Goodyear and headi ng i nto Buckeye.
You can see the agricultural |ands of Buckeye slowy
bei ng converted into conmunities, residential
devel opnent. This is about where we're going to pause,
sonmewhere in here.

And I'd just like to point out, so the downtown
Buckeye is to the right area of this image, just off to
t he end, the downtown part. State Route 85, which cuts
in between |-10 and state -- Interstate 8 in G| a Bend,
that's the main road. It used to be two-lane, it's now
four-lane. | also want to point out in the top |eft of
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the screen, you can see the farnliand, the green of the
farm and creeping into the nountains there, the Buckeye
Hlls. That's the Gla River at that location. And this
is the bend of the Gla River. W get alittle better
view at another part of the video, but | just wanted to
poi nt out where we are in that regard.

Thank you. You can pl ease advance.

In addition to the Gla River, you can see the
Hassayanpa Ri ver |abel comng up. That is com ng out
fromthe north and draining right to the Gla Rver. dd
US 80, Sal one Highway, is at this location as well, and
the agricultural |and bleeds into sone cattle industries.

We're going to stop it here in just a -- yeah,
that's fine. Actually, go two nore seconds, two or
three. There we go. Thank you.

So we're now comng into the Arlington Valley
area, and | want to point out a couple of things here.
The -- you'll find out in ny presentation tonorrow or
when we get to it, that the nearest resident is 1.8 mles
away, that's at the |location right where you see the
355t h Avenue and Elliot Road cone together, right where
the cursor is now And that's 1.8 mles fromthe
exi sting Redhawk Power Plant. That is also the
sout her nnost hone -- sout hwesternnost hone in the
residential comunity that is nearest here. And this is
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this area wth near the 355th Avenue is the conmunity
we'll tal k about nore tonorrow

And | want to point out one nore structure here,
this white structure on the inage on the right side of
the screen is the Arlington Elenentary School, which is
where we hel d the public open house on June 6th.

You coul d go ahead and advance.

We're going to -- you see a |lot of |abels and
we're going to pause it here in just a nonent and I'1]1
start to tal k about all those.

Go ahead and pause. Thank you.

So let's talk about -- we'll start with the
Redhawk | abels. The existing Redhawk Power Plant is the
blue sign with white letters, and it's pointing down to
t he existing Redhawk facility. And just south of that is
a billboard sign that says "Redhawk Expansion,” wth
yellow letters. And that is the expansi on project
simul ated at that |ocation. And we can talk nore
specifics. I'll let questions arise there.

The bl ue property line that you see here is the
Redhawk property boundary. And I'mhighlighting it with

the cursor. And the yellow inside of that box is where

t he expansion project will take place. And | want to
point out -- let's go ahead and point out the red |lines
that you see. The red lines that are -- sorry,
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ny -- there we go. The -- the red |ines you see com ng
out of the expansion project would show it connecting to
t he existing Redhawk sw tchyard, which has existing |lines
com ng out to the Hassayanpa switchyard, and this is how
t he existing Redhawk Power Plant is connected to the grid
and it is where the expansi on project would be connected
to the grid as well.

One thing | failed to point out is all the solar
devel opnent as you were coming in. | think you can it
here, and it does | ook different than agricul tural
fields, but the majority of the |l and around Redhawk Power
Plant in the | ast decade or so has expanded to be a | ot
of solar, alot of -- I don't know all the ownership of
those out here, there are nultiple owners.

One of the solar facilities connects into the
Chukar Substation, that's their substation. | do want to
poi nt out there are other power plants in the project

vicinity. Redhawk was the |l ast to be constructed. There

Is Mesquite Power Plant -- this cursor is not working
very well, ny apologies -- Mesquite Power Plant has a
| abel there. It is |located west -- northwest of the

Redhawk Power Plant, and it's accessed by Elliot Road,
which is the sane road that the Redhawk Power Plant is
accessed.

Beyond Mesquite is another power plant further
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west called Arlington Valley Power Plant. And even
beyond that power plant is a new sol ar devel opnent even
further west. And then the Pal o Verde generating station
is located north of all of these facilities and is
accessed through Wntersburg Road, and so it's north of

t he Redhawk power Pl ant.

Q M. Turner, | think in ny opening, | just want
to check with you, | think | indicated that Palo Verde is
sonmewhere around four mles to the north of the Redhawk
Plant, and then the Arlington -- well, the Mesquite Pl ant
is about a mle and a half away, and then Arlington
Val | ey behind that is about 2.8 mles. Are those
di stances sound about right to you?

A (MR, TURNER) Those are approxi mate, yes.

CHWN STAFFORD: Menber Fontes, do you have
a question?

MEMBER FONTES: Yes, sir.

M. Turner, can you just orient ne for ny
own pur poses where the Pal o Verde Substation is with
respect to this infrastructure |ayout?

MR, TURNER The Pal o Verde Substation? |
will probably need help with that. | believe they
connect back down to the Hassayanpa swi tchyard. [|'II
need sonmeone el se to answer that question, ny apol ogies.

MEMBER FONTES: And that is ny
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under st andi ng, but just for this geographic reference, |
appreciate it.

CHWN STAFFORD: | believe M. Cole can
answer that.

MR COLE: Yeah, Menber Fontes, the Pal o
Verde switchyard itself is |located on that map, if you
were able to go just slightly east of the actual Palo
Verde Cenerating Station, the Palo Verde switchyard is
| ocated there. That switchyard is then connected to the
Hassayanpa switchyard with several lines, effectively
maki ng them el ectrically equivalent, and so it's sort of
an extension. But the Palo Verde switchyard is right
there on the Palo Verde site.

MEMBER FONTES: Thank you. Appreciate it.

CHWN STAFFORD: And then Pal o Verde feeds
into the Hassayanpa swi tchyard, correct? That's what you
were saying is this -- it doesn't -- it doesn't go
anypl ace else fromthe Pal o Verde substation or
swi tchyard, but to the Hassayanpa, and then it goes from
there to California and -- is that where the big tie is
in for Devers --

MR COLE: Chairman Stafford, actually,
both the Pal o Verde Switchyard and t he Hassayanpa
Swi tchyard have a great nunber of lines that emanate from
them Sone of them going west to California, sone of
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t hem goi ng east to Phoeni x, sone going other directions.
So both of themcontain transm ssion |lines |eaving the
ar ea.

CHWN STAFFORD: Ckay. Thank you.

MEMBER FONTES: M. Chairman, if | could do
a followup on that.

CHWN STAFFORD: Yes, Menber Fontes.

MEMBER FONTES: Tonorrow if we get to it
when we're on the interconnects, since we're doing an
expansi on hearing, if sonebody could just wal k us through
the circuit. | understand you ve got a PO and you're
going to the interconnect, but just how that circuit is
going to lay out to get to the broader grid, that's what
| was hoping to get just an overview of tonmorrow. |'d
appreci ate that.

MR COLE: Menber -- yeah, sure. Menber
Fontes, M. Spitzkoff will address that tonorrow or
whenever his testinony is.

MEMBER FONTES: When we get to the
certificate, the actual Findings of Fact, we have to talk
about availability, reliability, and the -- and | want to
make sure that |'ve got a clear understanding for nyself
and fell ow nenbers of that circuit, since it's an
expansi on project. So that's the context.

CHWN STAFFORD: Thank you, Menber Fontes.
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Menmber Little?

MEMBER LI TTLE: Are the square -- the very
dark squares that are adjacent to the Redhawk Power Pl ant
and al so adj acent to Palo Verde, are those ponds, cooling
ponds?

MR. TURNER: There are cooling ponds in
this image. Palo Verde's are near where you see the
| abel "Wntersburg Road.” They're slightly south of the
generating station thensel ves. Redhawk's is slightly
north and then you can see Mesquite's there is the green
ponds. And Arlington Valley seemto have a little bit of
a blue hue to them They all have ponds.

MEMBER LI TTLE: Thank you.

MR. TURNER: Any ot her questions at this
| ocati on?

W have a little bit nore of the video.

The switchyard you were asking at Pal o Verde CGenerating
Station won't have a | abel, but we're getting ready to do
a 360 flyover, you may get to -- or 360 around this
Redhawk, you may get to see that, but it won't have a

| abel .

Go ahead and run.

And so we're switching, we're | ooking north
now. And now we're sw tching back, you're |ooking east
back towards Buckeye. The Gla R ver is the green swath

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 122

headi ng further off the screen. And, again, we're just
trying to give you a good vi ew of Redhawk.

So you can pause it right here.

And that was the flyover tour. W can do
certain parts again. |'mhappy to ask [sic] questions.
BY MR DERSTI NE:

Q W thout getting the nenbers of the Commttee
notion sick, can you spin us around and maybe show us
again where the residential devel opnent is and where that
isinrelation to the plant? Are we able to do that?

A (MR TURNER) Yes.

If you can go back to about second 58, |
believe. Maybe just a little bit nore, a couple seconds
nore. That's fine. Thank you.

So you'd like nme to point out the community
that's nearest?

Q Yeah, you testified that the cl osest resident is
1.8 mles away and then that closest resident |I think is
part of a larger, | guess, | think it's a fairly |large
| ot subdivision or platted devel opnent, and | assune,
maybe you can tell us, then, the distance of the other
residents within that subdivision how far they are away
fromthe Redhawk Pl ant.

A (MR TURNER) Sure. Happy to. So the
community -- this is the only platted comunity in the
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Arlington Valley area. It was platted in 1970. And it
is called Phoenix Valley West Unit One. There was never
a unit two or any other subsequent nunbers. The bottom
area of this community is Elliot Road.

Q Can you use your cursor?

A (MR TURNER) |'m sorry, yes.

Elliot Road, which is a dirt road at this
community when it's east of 355th Avenue. And 347th
Avenue is the eastern boundary -- and | need ny notes in
front of ne, ny apol ogies. One second, please. | just
didn't want to m sspeak.

The northern boundary of it is South Mountain
Road. And so you're asking about distances, the nearest
resident is 1.8 mles away. This platted community is a
mle and a quarter wide east to west and a mle and
three-quarters long north to south.

MEMBER GOLD: M. Chairnman?

CHWN STAFFORD: Yes, Menber Col d.

MEMBER GOLD: M. Turner, could you point
to where they are on the map? Are they even visible on
t he map?

MR TURNER: It is very hard to see because
the roads are dirt, so these hones are in this area that
' m highlighting on the screen. And when we get to the
notification area, we'll talk nore in detail, but there
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are approximately 200 residents in this area spread out.

MEMBER GOLD: And that area is in excess of
two mles fromthe plant?

MR TURNER  Correct. The closest is
1.8 mles.

MEMBER GOLD: And where is the 1.8 ml e,
woul d you just put your cursor on it?

MR TURNER: | will. It's right where you
see the 3 in the "355th Avenue." It's right there.

MEMBER GOLD: Okay. This, |'m gathering,
is a Google Earth?

MR. TURNER: Googl e Earth i nmaging.

MEMBER GOLD: And you couldn't zoomin to

show us what it | ooks |ike?

MR TURNER | can pull up Google Earth, if
you need to --

MEMBER GOLD: |1'd like to see --

MR TURNER: |I'mtrying to identify the
| ocation. It is a residence that was built in 2016. |

can try to advance the slide here a little bit. W were
focused on the Redhawk, not necessarily residential, but
' m happy to produce an inmage for tonorrow if you would
li ke to see sonething better for this platted comunity.

CHWN STAFFORD: O if we can drive by it on
t he tour.
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MEMBER GOLD: | would prefer seeing an
i mge, but, M. Chairnan, whatever you would w sh.

MR TURNER: That woul d be tour stop 2
tonorrow at this |ocation where we did have a noise and a
vi sual anal ysi s.

MEMBER GOLD: M. Turner, your plant
appears to be in the mddle of solar fields, with a whole
bunch of other plants around it, doesn't look like it's
in aresidential area. It's alnost a mle away fromthe
nearest hone. A visual tonorrow would be very much
appreci ated, and we can decide if we really want to go on
a tour.

CHW STAFFORD: Well, we kind of need to
deci de this evening because they had to schedule -- they
have the bus that's tentatively scheduled to | eave
tonorrow at 9:00 a.m, and they'd li ke to know before we
recess the neeting tonight whether they' re going to
cancel that or not.

MEMBER GOLD: So is there any way to zoom
in on this?

MR DERSTINE: W're effort- --

M. Chai rman and Menber Gold, we're efforting right now
to see if we can get Google Earth pulled up using the
audi o team

MEMBER MERCER: M Chai r man?
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CHWN STAFFORD: Yes, Menber Mercer.

MEMBER MERCER: So this area, | was
| ooki ng at Google, is it Tonopah?

MR TURNER The -- Arlington -- Tonopah
is up closer to I-10. Arlington is where the
community -- the unincorporated community that this area
s --

MEMBER MERCER: Arlington, okay. Thank
you.

MEMBER GOLD: M. Chairnman?

CHWN STAFFORD: Yes, Menber Col d.

MEMBER GOLD: For M. Turner, is it
convenient to get a Google imge up there?

MR. TURNER: They're trying to do that for
you, sir. | apologize, | don't have the setup here, ny
conputer is not hooked up.

MEMBER GOLD: So the techs are working on
it?

MR. TURNER: Yeah. | can share a little
bit about this community, though, if you would IiKke.

MEMBER GOLD: Yes, please.

MR TURNER: There are approximately 200
honmes in that, I'Il call it a neighborhood, for |ack of a
better termright now Wen Redhawk was constructed
t here were about six hones that had been constructed and
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wer e above ground, residents. |In our nmailings that we
sent out for this project we identified approxi mately 200
hones, but we nailed letters to every property owner

t here because of future specul ations of residential

devel opnent.

MEMBER GOLD: What |'d be interested in,
and | think you just said it, is when Redhawk was
constructed there were only six hones, so there's about
194 hones built there after Redhawk was constructed and
oper ati onal ?

MR TURNER  That's true.

MEMBER GOLD: Have any of them conpl ai ned
about the noise?

MR TURNER: |I'mnot a person to be able to
address that question. | don't work for APS. | don't
know of any conpl aints or anything at Redhawk.

MEMBER GOLD: M. Derstine, will we be able
to get that information tonorrow?

MR. DERSTI NE: Wet her there have been any
noi se conplaints for the residents in this area?

MEMBER GOLD: Yeah. It doesn't seemlikely
that there woul d be because they built houses after the
proj ect was operational.

MR DERSTINE: Yeah, |I'mnot sure where
t hose conplaints would be | odged, but we'll do our best
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todiginto it.

MEMBER GOLD: Ckay. Oh, it |ooks |like
we' re getting our nap.

MR, DERSTI NE: There you go.

MR TURNER  So just under the Western Star
Boul evard is the hone that is the nearest and the edge of
his property is 1.8 m | es away.

CHWN STAFFORD: Can you use the red -- can
you use the red pointer, it would be nore visible on that
than the -- or is it not going to work on that screen?
Ckay. All you can use is that one? Gkay. It |ooks like
t hose houses are pretty spread apart. They're not --

MR. TURNER: These are one-acre lots. They
cannot be any snaller, and only about half of them seem
to have been -- have built structures.

MEMBER GOLD: Al right. And where -- if
you can zoom out so we can to see where the plant is, how
far away it is.

MR. DERSTINE: Can you pull us back --

MEMBER GOLD: And just put your arrow on
the plant, please. So there's a whole bunch of sol ar
arrays in between the eight-tenths of a mle and that
residential comunity?

MR TURNER: Yes, sir.

MEMBER GOLD: And --

GLENNI E REPORTI NG SERVI CES, LLC 602. 266. 6535
www. gl enni e-reporting. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N Rk O

LS CASE NO. 234 VOLUME | 08/19/2024 129

CHWN STAFFORD: | thought it was 1.8 m | es,
not . 8.

MR TURNER: 1.8 mles --

MEMBER GOLD: OCh, so alnpbst two nmiles away?

CHWN STAFFORD: Yeah.

MEMBER GOLD: Oh, M. Chairnman, thank you
very much.

MR. DERSTINE: Anything else the Commttee
woul d l'i ke to see using the Google Earth?

(No response.)

CHWN STAFFORD: All right. Menbers, are we
interested in a physical tour or does the -- are we
satisfied by the virtual tour and Google Earth?

MEMBER GOLD: M. Chairman, Menber Gold is
satisfied with the Google Earth.

MR DERSTINE: |[If you would |ike,
M. Turner can present to the Commttee the route tour as
it's -- as he's laid it out and howlong it wll take and
the stops that we would nmake if you want to consi der
t hat .

CHWN STAFFORD: Well, | think the nost

salient point is that it's a four-hour tour roundtrip.

So --
MEMBER GOLD: | said no.
CHWN STAFFORD: All right. 1'mnot seeing
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any interest fromthe nenbers in a tour. So | think that
we wll not be taking a tour. Thank you for being ready
to provide one if we so desired, but it |looks like it
won't be necessary. But we appreciate your efforts
anyway.

MR. DERSTINE: Very good. Wll, then,
this -- | don't think M. -- unless there's nore
questions for M. Turner on the flyover or in | andmarks
or devel opnents surrounding the plant, which | think
we've fully covered the one devel opnent that is in any
proximty to the plant, then I think that would probably
be a point for us to stop for the day, and then | think
you have public comrent schedul ed for 5:30.

CHWN STAFFORD: Yes, we do.

MR DERSTI NE: Ckay.

CHWN STAFFORD: You're right on schedul e.
| appreciate that.

MR DERSTINE: Well --

CHW STAFFORD: So wth that, we wll -- we
will stand in recess until 5:30, at which tinmne we w ||
cone back for the public comrent. Depending on the
amount of public coment we receive, we will if -- even
if no one cones, we'll stay here until at |east 6:00 p. m
to all ow people the chance to cone on, either in person
or virtually or by -- | think we can do it Zoom by
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phone, or in person. So we wll -- we wll be here until
we hear from everyone that shows up, or until at | east
6: 00.

MR DERSTINE: Ckay. | guess to nake sure
at | east for anyone who has been listening to the hearing
until now, am |1 correct in understandi ng, G ace, that
there's a separate link for public comment?

(No audi bl e response.)

MR DERSTINE: Ckay. And that's found on,
what, you can find it on the APS website?

(No audi bl e response.)

MR, DERSTINE: Al right. Al right.
think that covers it.

CHWN STAFFORD: Is it also on the
Comm ssi on website?

MR DERSTINE: W'l --

(No audi bl e response.)

CHWN STAFFORD: "Should be,"” is that the
response | heard?

MR DERSTINE: That's what she said. She
said "it should be."

CHWN STAFFORD: It should be. It's
definitely on the conpany -- the project website, and it
shoul d al so be on the Comm ssion website, but yes, you're
right, that's a separate Zoomfor the public coment.
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Anyt hi ng further?

MR. DERSTI NE: Not hi ng.

CHWN STAFFORD: All right. Wth that we
are in recess.

(Recessed from5:00 until 5:30 p.m)

CHWN STAFFORD: Let's go back on the
record.

Now is the time set for public comment for
Line Siting Case 234. Wth us here we have Mark
Cardenas. Please cone to the podium You have five
m nutes to nake your conmnent.

MR. CARDENAS:. Good eveni ng, Menbers of the
Line Siting Commttee. Mark Cardenas wth Carpenters
Local 1912. Historically our union is nmade up of 6, 000
menbers that build everything fromchip plants to sol ar
to even -- even though it's the carpenters we al so do
build -- we also work at Palo Verde, our mlIl rights are
there, and especially on natural gas plants.

APS and its affiliates have been good
partners with us for decades and decades where they
enpl oy many fol ks who are in the mddle class who are
putting the pay that they get, which is a good sal ary,
pays for hones, you know, the roofs over their head, the
food on their table, and has put nany of our nenbers’
children through coll ege.
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We | ook forward to working on the expansi on
of Redhawk and ask that you support this and keep
supporti ng good jobs, keep supporting good union jobs,
and supporting our carpenters, our allied crafts and
t rades.

Thank you.

CHWN STAFFORD: Thank you.

We have no other commenters in the room
but online we have Sandy Bahr.

M5. BAHR: Good evening, M. Chairman. Can
you hear ne okay?

CHWN STAFFORD: Yes, we can.

MS. BAHR. Ckay. Geat. Chairnman
Stafford, Menbers of the Arizona Power Pl ant and
Transm ssion Line Siting Commttee, thank you for the
opportunity to speak this evening.

My nane is Sandy Bahr, and |I'mthe director
of Sierra CAub's Gand Canyon Chapter, which is the
Ari zona chapter. And Sierra Cub urges the Power Pl ant
and Transm ssion Line Siting Conmttee to deny the
Certificate of Environnental Conpatibility for the
Ari zona Public Service proposed Redhawk Power Pl ant
Expansi on Proj ect .

As you know, the siting statute requires
that this commttee considers projects' environnental
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I npacts, including inpacts on air quality, noise, visual

i npacts and "total environnent of the area,” to determ ne
if a project is conpatible with a proposed site. Here,
the application clearly denonstrates that the project

w || have harnful environnmental inpacts in that area.

This $443 mllion project is not in the
public interest, as it wll lock in this new gas for
decades, as we have stated previously, and is extrenely
expensi ve, costing ne and ot her APS ratepayers dearly.
There are much cl eaner, less environnentally harnful, and
nore affordabl e options avail able, including sol ar,
storage, w nd, and energy efficiency.

Bui | di ng significant anounts of additi onal
gas wll cause harmto the total environnent of the area
and, again, is not in the public interest. APS has not
denonstrated the need for this project. G ven high and
volatile gas prices and the availability of | ower-cost
alternatives, |like solar and wnd, APS may find that it
I's increasingly uneconom cal to generate electricity from
this project, especially as the conpany transitions to
cl ean energy.

Thi s expansi on project risks becom ng an
expensi ve and unnecessary stranded asset that degrades
the environnent, while producing dirty, high-cost power.
APS itself has acknow edged concerns about relying nore
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and nore on out-of-state gas supplies, delivered by
i ncreasingly constrai ned gas pipelines. This can
increase reliability risks to the electric system
overall. Reliability risks are al so exacerbated, because
there are no gas storage facilities here either.

Thi s net hane gas plant expansion will al so
pollute the air, and that will happen in an area that
al ready has poor air quality. Maricopa County is an
ozone non-attai nnent area and al so exceeds standards for
particul ates. The Anmeri can Lung Associ ation gives
Maricopa County a failing grade. It is only one of two
counties in Arizona that got such a grade. You approved

a big power plant in the other one just |ast week.

Air pollution fromthis project -- air
pollution will worsen existing pollution. The plant wll
emt air pollutants, like nitrogen oxide, particulates --

coarse particul ates knowmn as PM 10 and fine particul ates
known as PM 2.5, sulfur dioxide, volatile organic
compounds, and carbon nonoxi de, as well as hazardous air
pol lutants, including fornal dehyde.

And we think that it's particularly
concer ni ng because of the harnful inpacts those
pol |l utants have on human health. And I won't go into how
t hey harm human health. Again, we know that they can
contribute to heart attacks, premature deaths, reduce
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| ung function and other respiratory issues. | encourage
you to take a | ook at that.

By increasing these air pollutants, the
Redhawk Expansi on Project will cause harnful inpacts for
peopl e in Maricopa County and throughout Arizona, and
especially for nearby residents, including children.
There -- as you know, there's a residential nei ghborhood
| ocated less than two mles fromthe Redhawk Pl ant and
Arlington El enentary School, and its community sports
fields are about two and a half mles fromthe plant.
Resi dents and school children should not have to breathe
in nore pollution because of unnecessary, expensive gas.

An anal ysis of Redhawk's em ssions using
EPA' s Co-Benefits Ri sk Assessnent Health | npact Screening
and Mapping Tool shows that exposure to air pollution
fromthe project would cause increased heal thcare costs
between 8.9 mllion and 15.7 mllion per year nationally.
People living in Arizona would bear nore than 85 percent
of those costs. And pollution fromthe project would
I ncrease healthcare costs in Arizona by between
7.6 mllion and 13.6 mllion per year.

There's also the increase in greenhouse gas
em ssions, which is of concern. About 45,900 tons of
gr eenhouse gases per year. And also, the project wll
I ncrease water consunption in the area. Again, an area
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that already has -- is constrained relative to
groundwat er resources.

For all of these reasons -- and | would
state nore but | don't want to take too nmuch nore tine --
we urge you to deny the CEC application for the Redhawk
gas pl ant expansi on.

Thank you.

CHWN STAFFORD: Thank you.

Al so online we have Shel |l ey Gordon.

M5. GORDON: Thank you for the opportunity
t o speak today.

So ny remarks are simlar to Sandy's, but
l'mtaking a slightly different angle. So -- so here we
are agai n speaki ng out agai nst anot her net hane gas
project by APS. This tinme APS wants to add anot her four
units of nethane gas at a price tag of $443 mllion.
They want to build it, as Sandy said, less than 2 mles
froma residential nei ghborhood and 2.5 mles from an
el enentary school. The inpact of ozone pollution al one
and potential nethane | eaks shoul d be enough to deny the
CEC application to APS.

But | believe there's an even bi gger
question we as tax ratepayers shoul d be asking oursel ves
and our politicians, which is whether APS, Arizona's
| argest nmonopoly utility, is truly serving ratepayers
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wth its continued investnments in gas and far | ess
cl eaner, cheaper renewabl e energy and storage. After
all, custoners have no choice when it cones to their
electricity or where it gets |ocated. Under the nonopoly
nodel , there is no energy conpetition. Ratepayers either
pay APS for nore dirty energy or spend up to $30,000 to
invest in their own rooftop solar and storage, which APS
now wants to | evy additional charges for, including a
grid access charge, just for the privilege of doing that.

Until AP -- Arizona elected officials are
willing to take on the electricity behenoths, |ike APS,
and explore Arizona's benefit of energy choice and
conmpetition, we wll be stuck with whatever dirty energy
APS i s generating and forcing upon residents.

Under the nonopoly utility structure, the
nore fossil fuel APS generates and sells to ratepayers,
t he higher the payouts to shareholders. And no other
conpetitors are legally authorized in the state to offer

better options to custoners. APS is able to guarantee

i nvestors about a 10 percent return on this $443 mllion
gas plant. That neans that sharehol ders will get about
$44 million in payouts. So the incentive to sharehol ders

is clear, the larger the capital project, the nore
di vidends they're able to reap.
The end result is that APS has a financi al
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I ncentive to generate dirty energy for its own profits
and to pay sharehol ders and to pass higher costs on to
rat epayers as a, quote-unquote, regulated utility. Wat
we need is conpetition and new | aws for generation to
keep energy local, cleaner, and cheaper, with nore choice
for custoners, not a 100-plus-year-old centralized
capti ve ratepayer nodel that no | onger neets our
communi ty's needs.

Thank you.

CHWN STAFFORD: Thank you.

| see an "Andrew' on the line. Do you w sh
to make comment, sir?

(No response.)

CHWN STAFFORD: You're on nute.

You're still on nute.

MR ALTMAN:  Apparently | found the right
but t on.

CHWN STAFFORD: Can you pl ease state your
nanme and spell your l|last nane for the court reporter?

MR ALTMAN. M nane is Andrew Al t man
A-l-t-ma-n. | basically got a flier in the mail, so |
wanted to find out what's going on, because | have sone
property out there.

And so behind ny property, |I'mout around
350 and change down there. And I, you know, south of it,
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the nountain that used to be there is no longer, so I'm
basically one of the people that wants to eventually
build out there and |live at ny house there at that
property there, and I"'mtrying to find out howthis is
affecting it.

It seens |like there's no nore nature. So
|"'mtrying to find out what's going on. That's really
what |'m here about. Just to |isten.

CHWN STAFFORD: Does that concl ude your

comrent s?

MR ALTMAN: It is -- it does.

CHW STAFFORD: All right. WlIl, thank
you. | think the person with whom you need to speak w ||
be the applicant. They will be able to answer all of

your questions about what's going where and its relation
to where your property is.

"' m | ooking to APS, who -- who do you have
to liaison with the public?

They' re speaki ng anongst thensel ves.

MR DERSTINE: Well, M. Atman, there is a
proj ect website that we've used to announce and gain
f eedback concerning the Redhawk Expansi on Project.

Through that website you can just go to the APS. com

website, and go to the -- | think it's the project page,
and you'll find this project and you can provi de conmnent
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or can soneone just feed ne the phone nunber for the
coment |ine? Does soneone have that? Sandy or Mark?

MR TURNER  Just a m nute.

MR DERSTINE: W're getting you also a
phone nunmber, M. Altman, where you can call and ask for
i nformati on and provide comments, give us your Viewpoi nt
concerning the project, but if you need additional
information, |eave a nessage and soneone who has a | ot
nore informati on about the project than | do will get
back with you

The phone nunmber -- are you ready for the
proj ect phone nunber?

MR ALTMAN:  Yes.

MR, DERSTI NE: It's 1-800-484-1358.

And then if you want to --

MR ALTMAN: Do you want to give yours out?

MR DERSTINE: |If you need it, 1'll give it
to you, but there's also the project website that's
APSRedhawkProj ect.com And there wll be a virtual open
house that will give you a | ot nore information about
what's bei ng pl anned out at the Redhawk -- existing
Redhawk Pl ant. And, again, |eave a nessage on that phone
i ne, and ask for additional information, and soneone
wll certainly get back wth you.

MR, ALTMAN. Well, howdo | get in touch
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wth you if I want to get in touch with you? Leave a

nmessage? | don't necessarily need you to put your phone
nunber out in the public, I"mjust trying to find another
way .

MR DERSTI NE: Yeah, this is -- call that

nunber and ask for information, and then sone -- the
right person will be in touch.

MR. ALTMAN:. The right person. | can't
wai t .

MR, DERSTI NE: Yeah.

CHWN STAFFORD: That will be a live human
being, right, M. Derstine?

MR, DERSTINE: It wll be a person, who can
answer - -

MR ALTMAN. Not one of those dom no things
that drive through the town, right?

VR, DERSTI NE: |"msorry, | mssed that.

MR. ALTMAN:. Never mnd. Go back to your
nmeeting. Thank you very nuch.

MR DERSTI NE: Ckay.

CHWN STAFFORD: Thank you, sir. Do we have

anybody el se online or on the phone to nmake public

conment ?
(No response.)
CHWN STAFFORD:. No. Al right.
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Vell, we will remain here until 6:00 to
all ow nenbers of the public to make comment. So | guess
while we're waiting for any nore to arrive, we can go off
t he record.

(Recessed from5:46 p.m until 5:56 p.m)

CHWN STAFFORD: Let's go back on the

record.

| s there anyone else online that would |ike
to make a public comment? | see a "Z05588" with their
camera on

(No response.)

MR DERSTINE: [|I'mtold that's an APS
person, who is probably just listening in to see what
w | | happen.

CHWN STAFFORD: All right. Anyone else on
t he phone or on the Zoomthat would |ike to make public
comment that has not already done so?

(No response.)

CHWN STAFFORD: |'m | ooking at the AV team
and they're saying there's no one el se to make comment.
W'l wait until at |east another three m nutes, until
6: 00, before we recess the hearing.

It is now 6:00. Are there any other -- are
there any nenbers of the public that wsh to nmake comment
at this tine?
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(No response.)
CHWN STAFFORD: (Goi ng once, going tw ce.
VWl |, thank you very nuch, everyone. W
w ||l be back tomorrow norning at 9:00 to resune testinony
by APS. Wth that we are in recess.

(The hearing recessed at 6:00 p.m)
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STATE OF ARl ZONA
COUNTY OF MARI COPA )

BE | T KNOM that the foregoing proceedi ngs were
t aken before ne; that the foregoing pages are a full,
true, and accurate record of the proceedings all done to
the best of ny skill and ability; that the proceedi ngs
were taken down by me in shorthand and thereafter reduced
to print under ny direction.

| CERTIFY that | amin no way related to any of
the parties hereto nor aml in any way interested in the
out cone her eof .

| CERTIFY that | have conplied with the ethical
ations set forth in ACIA 7-206(F)(3) and ACIA 7-206
)(g)(1) and (2). Dated at Phoenix, Arizona, this
day of August, 2024.

oblig
(J)(1
26t h

Wi Bk

ROBI N L. B. OSTERODE, RPR
CA CSR No. 7750
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