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1 PRELIMINARY STATEMENT

2

3

4

5

6

7

8

9

10

11

12

Salt River Project Agricultural Improvement and Power District ("SRP"), requests

that the Corporation Commission ("Commission") affirm the Certificate of Environmental

Compatibility ("CEC") issued by the Power Plant and Transmission Siting Committee

("the Siting Committee").

This application is not business as usual. At stake here is the continued reliability

of the electricity system sewing the people and businesses of Central Arizona.

During the twenty days of hearings and deliberations the members of the Siting

Committee recognized the importance of this case. The Siting Committee members

carefully considered each of the statutory siring criteria. They compared these with the

testimony and argument of the Applicant, of the ACC Staff, and each of the twenty-one

interveners. The resultant order and its thirty-four conditions is the product of these

13 monumental efforts.

14

15

In spite of the careful attention to detail during the hearings, and the resulting

provisions that address and effectively mitigate the environmental impact, some of the

16 neighborhood interveners blindly continue to oppose the application in its entirety. SRP

17

18

19

20

21

submits that the current position of the objecting intewenors (the "Local lntenenors") is

driven by emotion, not by fact.

The Santan Expansion Project will use the cleanest and most modern technology

available in the United States. It will meet the most stringent air quality standards

existing anywhere in the nation'. It will avoid the environmental impact of new

22

23

24

1 Because the plant is built in the Maricopa County non-attainment area, it will be required to achieve the
lowest achievable emission rate ("LAER"). This means that the plant will meet the most stringent air quality
standards applicable anywhere in the nation.
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transmission. It will leverage the existing site to improve the overall area. And, most

importantly, the Santan Expansion Project will meet, and is the only reasonable

3 alternative to meet, the critical needs of SRP's customers for a reliable and stable source

4 of power.

5

6

7

8

9

Long on rhetoric and short on solutions, Local Interveners have closed their eyes

to the facts. They argue "don't build it here", raising the same points as were raised

before and addressed by the Siting Committee. As did the Siting Committee, the

Commission should reject these obstructionist arguments and confirm the carefully

crafted and well-reasoned decision of the Siting Committee.

10 STANDARD OF REVIEW

11

12

13

14

15

16

17

18

19

20

Upon creating the Siting Committee the Legislature found "there is at present and

will continue to be a growing need for electric service which require the construction of

major new facilities. It is recognized that such facilities cannot be built without in some

way affecting the physical environment where the facilities are located." (Laws 1971, Ch.

67, § 1.) By substituting a statewide siring authority for what was formerly a local

function, the legislature sought to insure that generation and transmission siring

decisions consider the interests of the State as a whole, and not just the objections of

neighbors and local governments. In short, the goal of power plant siring is to balance

environmental interests with the goal that electricity suppliers "meet the needs and

desires of the people of the state for economical and reliable electric service." ld.

21

22

In California, we are witnessing the impact of suppressing one of these goals in

favor of the other. There, the "nIMBys2" and "BANANAs3" have prevailed for years. The

23

24 2 "Not in my backyard".
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1 imbalance has resulted in a serious shortage of necessary generation and transmission

2 capacity, exposing consumers to wildly fluctuating energy prices and rolling blackouts.

3 Now, there is no quick fix in California. The entire state is facing a financial crisis of

4 unprecedented proportions.

5 In Arizona, the Santan Expansion Project is an integral part of SRP's plan to

6 construct the necessary facilities to ensure that it can meet future demand. SRP cannot

7 overemphasize the importance of this project. The Santan Expansion Project is

8 designed to, and will, insure that customers in Central Arizona continue to receive

9 reliable and economic energy. No other reasonable alternative exists.
I

10 The standard of review established in A.R.S. §40-360.07(B) requires that the

11 Commission "balance in the broad public interest, the need of an adequate, economical
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• 15

16 s "Build absolutely nothing anywhere near anyone".
4 A.R.S. Section 40-360.06 specifically directs the Siting Committee to consider these environmental
factors:17

18

19

20

21

22

23

24

1. Existing plans of the state, local government and private entities for other developments at or in
the vicinity of the proposed site.
2. Fish, wildlife and plant life and associated forms of life upon which they are dependent.
3. Noise emission levels and interference with communication signals.
4. The proposed availability of the site to the public for recreational purposes, consistent with safety
considerations and regulations.
5. Existing scenic areas, historic sites and structures or archaeological sites at or in the vicinity of
the proposed site.
6. The total environment of the area.
7. The technical practicability of achieving a proposed objective and the previous experience with
equipment and methods available for achieving a proposed objective.
8. The estimated cost of the facilities and site as proposed by the applicant and the estimated cost
of the facilities and site as recommended by the committee, recognizing that any significant
increase in costs represents a potential increase in the cost of electric energy to the customers or
the applicant.
9. Any additional factors which require consideration under applicable federal and state laws
pertaining to any such site.
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1 review on the basis of the record presented to the Siting Committee. A.R.S. §40-

2

3

4

5

6

7

8

360.07(B).

Laying the evidentiary record against the standard of balancing statewide interest,

the choice is clear. The Santan Expansion project is critically necessary to meet the

needs of Central Arizona. Because the project uses an existing site, employs the most

effective pollution control technology in the nation, includes unprecedented landscaping

and screening, and avoids any new transmission, it effectively mitigates the

environmental impact.

9 SRP sets out below the evidentiary record supporting the major items of dispute.

U 10 SRP also refers the attention of the Commission to the brief of the Arizona Utility

Ru cmEu
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11 Investors Association (AUIA) for a categorical refutation of each specific point raised by
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14 I. The Santan Expansion Project is Necessary to Serve Local Load

• 15

16

17

18

19

0
20

The obvious threshold issue, but one that was not seriously contested during the

hearings, is whether the East Valley needs the Santan Expansion Project. The evidence

is undisputed that supplies are tight now, and that shortages will reach critical levels by

2004 or 2005. Local generation, meaning generation located within the load center, will

absolutely be needed during this time frame. There was no real objection to this

premise, other than refrain to build it somewhere else, which point we address in Section

ll below.21

22

• 23

24 5 SRP incorporates by reference the brief of AUIA.
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1 The subject of need, both of the capacity and the system reliability provided by the

2 Santan Expansion Project, was supported in major part by the study of Jennifer Tripp

3 from R. w. Beck. The need issues were punctuated by comments from other witnesses

4 and by the Siting Committee members themselves.

5 Testimonv of Jennifer Tripp

6 Jennifer Tripp is a transmission and generation consultant with the national firm of

7 R.W. Beck. Ms. Tripp conducted an independent study at the request of SRP on the
U
,-]

i M
o

demand for energy in the East Valley and the transmission and generation facilities

available to meet this demand. Ms. Tripp reached two conclusions. First, "the current

East Valley peak load right now exceeds the import capability of the East Valley" (Tr.

11 at 401-402, [Exh. 1]6). This means that local generation must be run in the east valley to

E meet current needs because there is no additional transmission import capacity

M 8
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an available. Second, a new local generation resource is needed in the near future (Tr. atH

15

16

17

14 402, [Exh. 2]).

The R. w. Beck study estimates that expected growth in the East Valley will

outstrip the load serving capacity of existing transmission and local generation (including

the under-construction Kyrene project) by 2005 (Tr. at 411-412, [Exh. 3]). The timeline

may be even shorter. The estimate assumes that all generation would be available to18

19 serve load. It does not provide any generation for a reserve margin.

20 Testimonv of SRP VWtnesses

21

22

Two SRP witnesses confirmed the importance of the Suntan Expansion Project to

SRP's overall resource plan. Dave Areghini, SRP Associate General Manager for Power

23

24

ml
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2

3

4

Operations, called the Santan Expansion Project the "cornerstone of our resource

planning" (Tr. 170-171, [Exh. 4]). Mark Bonsall, Associate General Manager for

Commercial and Customer Services said: "[O]ur current projection over the next five

years is a load growth of about 3.7 percent, with the majority of that growth occurring in

5 the East Valley the load serving capability for the East Valley will limit out at around

6 2004, 2005" (Tr. at 495, [Exh. 5])

Testimonv of ACC Staff7

8 ACC Staff witness Asher Emerson agreed that the entire Santan Expansion

9 Project is necessary to meet projected load (Tr. at 3509, [Exh. 61). Mr. Emerson went on
0 ,1 8 o
UA

w8 388
8

10 to explain that that the Santan Expansion Project is needed for system reliability, as well

11 as to provide generation for local load: other alternatives "don't react dynamically .. and
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4 13 you don't have the flexibility to operate your system" (Tr. at 3775, [Exh. 7]). Mr. Emerson

14 concluded that the Santan Expansion Project, as opposed to any other option, will, in

15 addition to sewing load, provide needed voltage support to insure East Valley reliability.

16 (Id.)

Comments of Committee Member Steve Oleo17

o
18

19

We also point to the statement of Siting Committee member Steve Olea, the

designee of the Commission Chairman on the undisputed need for additional local

20 generation:

21

22

The need to prove that we need local generation to me does
not need to be done.... That has been done in front of this
Committee, that has been done in front of the Commission,

23

24
6 Each transcript page and exhibit referenced in this brief is contained in a booklet accompanying this brief.
The references in brackets are to the exhibit numbers in the booklet.
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2

we've had several workshops on that, we've had Staff provide
testimony, we've had all of the utilities provide testimony. So,
you know, at least in my opinion there is not a need to show
that you need the local generation.

3

5

4 (Tr. at 2873, [Exh. 8])

In conclusion, the rate of growth in the East Valley is fueling a dramatic increase

in demand for electricity. According to Ms. Tripp current peak demand exceeds import

capacity, and in the very short term, more local generation resources must come online

7 to serve this growth. Each substantive witness supported this conclusion. In fact, there

6

8
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was little dispute on this issue from the Local Intenenors7.
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The Santan Expansion Project is Superior to All Alternatives, and is the Only
Reasonable Alternative, to Meet the East Valley Needs
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A major focus of discussion at the hearings was the general proposition that the

Santan Expansion Project ought to be built "somewhere else". But, it is noteworthy that

no evidence whatsoever exists in the record that would establish that any other option is

feasible given the objectives of timing, improving system reliability, providing market

stability and minimizing the overall environmental impacts.

In reaching its conclusion that the Santan Expansion Project is the only

reasonable alternative to meet East Valley demands, SRP considered a comprehensive

number of generation and transmission alternatives. On the generation side (all of which

also need significant transmission) SRP considered new plants in four regions: the "local

region" - Agua Fria, the "Palo Verde region" - Harquahala and Gillespie, the "Southern

Arizona region" - Mobile, Florence and Saguaro, and the "Northwest Arizona region" -21

22

23

24

7 For example, Mr. Apergis stated "[P]lease understand the interveners, I think I speak for most of them
when I make this statement, we're not ignorant to the fact that sometime in the future there will be a need
for peak power in the east valley" (Tr. at 3701, [Exh. 9]).
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demand in the East Valley

The Santan Expansion Project is superior to other options because of timing. The

Santan Expansion Project can be developed faster for a variety of reasons including

"SRP already owns the site. It has access to water, water disposal and some natural

gas. It needs no new transmission" (Tr. at 497, [Exh. 12]). Additionally, Santan could be

operational by 2004 if it is needed. (Id.) No other alternative, in terms of development,

permitting, and construction, could be developed anywhere near this time frame.

Criteria 2. Svstem Re liabilitv - The Santan Expansion Proiect provides the greatest
degree of system reliability

The Santan Expansion Project is a local source of generation. Local generation is

important for two reasons, both relating to system reliability. "First, it provides necessary

voltage support. Voltage support is essential to maintain power quality. As power

travels over distances, voltage drops. A load center this size cannot exclusively depend

on remote resources" (Tr. at 498, [Exh. 13]). As no local generation has been built since

the 1970s, the system is significantly deficient in this respect (Tr. at 1352-1353, [Exh.

14]). "Second, since the substantial majority of outages result from outages on the

8

1

2

Kinsman and New River (Tr. at 3541-3542, [Exh. 10]). SRP also considered the option

of building transmission to bring the power into the East Valley from proposed "merchant

3 plants.U

4

5

6

7

SRP Associate General Manager Mark Bonsall presented the results of SRP's

studies (Tr. at 496-503 and 3539-3548, [Exh. 11]). Mr. Bonsall concluded that no other

alternative comes close to the Santan Expansion Project in terms of timing, system

reliability, environmental factors, risk parameters, costs and congruence to SRP's
I

DO
8 0

8 mission.

Criteria 1. Timing - No other alternative can be ready in time to meet anticipated retail
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effectively than other alternative

The Santan Expansion Project is also superior in terms of risk management for

three reasons. "First, this proposal increases assurance of adequate resources" (Tr.

499, [Exh. 15]). The Santan expansion option is not dependent on proposals involving

merchant plants that may or may not be built, and that have transmission problems.

will help balance"Secondly, the addition of local SRP-owned gas-fired resources

SRP's portfolio for meeting customers' needs" (Tr. at 500, [Exh. 17]). "Lastly, both the

Kyrene and the Santan projects provide our customers with a critically important layer of

price risk management." (ld.) During a transmission outage or congestion, prices will

increase to what the market will bear. Since Santan is local and owned by SRP, it will

help SRP to manage those risks and protect customers from price spikes. (Id.)

g

| | | ll |

1 transmission or distribution system, local generation will increase system reliability

2 because ... of its proximity to load" (Tr. at 498, [Exh. 13]).

3 Criteria 3. Environmental Impact

4 The Suntan Expansion Project is superior for environmental reasons. In

5 summary, Mr. Bonsall testified that all of the other alternatives to the Santan Expansion

6 Project involve the construction of extensive new transmission. "The impact to

7 homeowners on any of these transmission alternatives is in our experience with our
LE
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8 customers, greater than the impact of the facility in Santan" (Tr. at 499, [Exh. 15]). Also,

9 Mr. Bonsall pointed out that none of the other alternatives, except Agua Fria, are in the8**9°

8
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10 Maricopa non-attainment area. Therefore the other alternatives would not be required to
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1 Criteria 5. Cost - The Suntan Expansion Project is the /east expensive alternative

2 The Santan Expansion Project is the least expensive alternative. "It uses an

3 existing site, some existing common facilities. It does not require incremental

4 transmission and less investment in gas supply than other alternatives" (Tr. at 501, [Exh.

5 18]). In addition to their other shortcomings, the cheapest of the other alternatives

6 (putting all other detriments aside) would cost SRP customers an additional $120 million

7 (Exhibit 86-2, [Exh. 191).

8 Criteria 6. SRP's Mission - Assuring reliability and minimizing costs to consumers
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SRP is a political subdivision of the State of Arizona. It does not have equity
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and reliable power to its customers. SRP has been doing so since 1937.

On the reliability side, in addition to its general mission, SRP has a statutory

obligation to insure reliability of its system (Tr. at 497, [Exh. 12]) and to act as the

"provider of last resort" for its customers (Tr. at 497, [Exp. 12]). The Santan Expansion

Project is the only reasonable way that SRP can assure its customers that it will meet15

16

17

this obligation.

SRP prides itself in delivering economically priced energy. SRP's costs become

its customers' costs. within the bounds of sound management and sensitivity to18

19 environmental concerns, SRP's mission is to continue to be a low cost provider. The

20

21

22

Santan Expansion Project most effectively meets this element of SRP's mission.

Based on the testimony of the analysis of these six planning criteria and the

incremental costs of the alternative sites, the evidence is undisputed that the Santan

Expansion Project is the best and only reasonable option. No other party offered another23

24
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reasonable option, other that the general proposition that SRP should build the plant

2 somewhere else.

1

3 Ill. The Expansion is Compatible With Existing Plans in the Vicinity

4 The Local Interveners also complained that expanding the current generating

5 facilities at Santanis not compatible with the land use plans in the area. Ignoring the fact

6 that the Santan Power Station has operated on the location since 1974, that each and

every Local Intervenor purchased a home in the area after 1995, and that the Santan

8 Expansion Project will only serve to enhance the compatibility of the existing site, the
<: 9 Local Intewenors again raised the refrain to build elsewhere.
Uz8gm 10 The evidence in the record is clear that the expansion of the existing site is

11 compatible with the plans of the Town of Gilbert. George pettis, the Assistant Town
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go9 13 1984. We brought it in with the knowledge it was a plant But along with that came

14 certain rights that regardless of what the zoning code of the year 2000 suggests ought to

15 happen, it's difficult to go back and retroactively apply a lot of those standards. In fact it

16 is legally impossible" (Tr. at 2088-2089, [Exh. 20]). When asked whether the Santan

17 Expansion Project is compatible with the current general plan of the town, Mr. pettis

18 stated "| believe so. That's the purpose behind the M.E. [Multi-use Employment]

19 designation in the general plan" (Tr. at 2140, [Exh. 21]).

20 Witness Randall Palmer of The Environmental Planning Group ("EPG"), a

21 consulting group with extensive experience in land use planning, explained compliance

22 with the Town general plan in more detail: "[F]rom a future land use perspective, if you

23 look at the Gilbert General Plan, what it has been designated is called the multi-use

24
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1 employment (ME) area, which is an area which accommodates industrial use. For those

2 reasons, from purely a specific land use perspective, we would expect the impacts of

3 those resources to be minimal to low" (Tr. at 1463-1464, [Exh. 22]).

4 Garlyn Bergdale of EPG was specifically asked about compatibility of the Santan

5 Expansion Project with the Gilbert General Plan: "[Y]es you must put it in content as

6 this power plant has been in there for a number of.years and the residents of Gilbert

7 moved in around this area and felt that it was a good place to live" (Tr. at 1602, [Exh.
LE
4
9-4
:Z
O
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23]). Mr. Bergdale went on to state that the current facility was compatible because ofoz88
258 9
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existing screening. The conditions of the CEC require SRP to provide additional

10 screening and landscaping to make the expansion more a part of the neighborhood
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non 13 Project, agreed that he could be "talked into" two of the three planned new units (Tr. at

14 2479, [Exp. 241).

15 Additionally, on April 25, 2000, the Town of Gilbert and SRP entered into an

16 Intergovernmental Agreement ("IGA") (Exhibit H-1, [Exh. 25]). A major purpose of the

17 IGA was to provide for the construction of facilities to insure that the Santan Expansion

18 Project is consistent with the Town General Plan. (Tr. at 1484; [Exh. 26]) The IGA

19 provided in relevant part that SRP would, in connection with the Santan Expansion

20 Project:

21

22

23

•

•

•

•

•

•

improve portions of Warner Road and Val Vista Road
provide screening consistent with landscaping on Warner Road
design and construct a trail system
fund an offsite tree planting program
relocate SRP's canal along Ray Road
relocate the transmission training tower

24

12



1 iv. The Mitigation Plans Were Developed by the Community Through a
Community Involvement Proeess

2
Ignored in the objections of the Local Interveners are the lengthy and substantial

3
efforts of SRP to work with the Community. Before the Santan Expansion Project

4
application was even filed, SRP engaged in a public process to work with the community,

5 | |
to understand community concerns, and to develop measures to address community

6
concerns. This process involved the formation of a "Community Working Group"

7
("CWG") consisting of representatives of the neighborhoods, of the Town, and of other

8
interested people and institutions in the area (and even including some of the Local

9
Interveners). Through this community process a number of significant measures were
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developed. Some of these were reflected in the IGA between SRP and Gilbert, and
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many more were presented during the hearings as a part of SRP's proposed visual and
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Working with the CWG, SRP engaged in a land use evaluation, far exceeding the

14
statutory requirements of A.R.S. §40-360.03. Mr. Palmer described the planning

15
process as "quite a bit more robust in terms of looking at not only the issues that might

16
be directly related to the proposed project but also issues that came about through

17
discussions with either the [Community Working Group], the public, the agencies or other

18
entities" (Tr. at 1465-1466, [Exh. 28]).

19
The details of the outcome of the community efforts are reflected in many of the

C
20

thirty-four conditions approved by the Siting Committee. The details of the mitigation

21
plans will be further defined in subsequent community meetings, also as detailed in the

22
thirty-four conditions. In summary, the detailed outcome of the community process

23
included:

24
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1

2

3

1. Extensive on-site visual mitigation plans, including careful attention to the
placement of facilities, the visual design of the facilities, the below grade placement of
facilities, the color of facilities, berms and screens of the facilities, and the very extensive
landscaping that is depicted in the various simulations. Exhibit Nos. 75-1 through 75-32,
[Exh. 29].

4

5

6

2. Extensive off-site visual mitigation. These will be further developed through
the upcoming public processes, but it is important to understand that these, in concert
with the on-site mitigation plans, will almost entirely shield the view of the plant facilities
from surrounding neighborhoods. This point is dramatically shown in the "shelter-belt"
exhibits, which are Exhibit Nos. 75-33 through 75-57, [Exh. 30].

7

8

ppm
88 9

3. Noise mitigation. Additionally SRP and the CWG responded to neighborhood
concerns about noise. Through a combination of technology, screening and lowering the
facilities, SRP has committed (as reflected in Condition 10) to meet noise standards
much more stringent than what would currently be required in the Town of Gilbert.
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4. Community enhancements. As described above SRP has committed, as
reflected in the IGA and in the Conditions (7, 8 and 9) to construct significant community
enhancements including walking and equestrian trails, bridges, canal relocation and road
improvements.
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5. Water Conservation. SRP committed to work with the Town to attempt to use
available effluent water as it becomes available. To supplement effluent, SRP agreed to
work with the Town on an arrangement to obtain excess water available to the Town, to
the ultimate benefit of the Town. As an alternative, SRP could also directly contract for
Central Arizona Project ("CAP") water.

15

v.
16

The Expansion Will Improve Air Quality in the Vicinity of the Santan
Expansion Project and Generally in the Valley

17 Another fallacy promoted by the Local Interveners is that the Santan Expansion

18 Project will have a negative impact on air quality. But, this contention is simply not

19 supported by the evidence. Under rules of the Environmental Protection Agency and

20 Maricopa County, SRP will be required to improve the overall air quality after

21 construction of the Santan Expansion Project. The evidence presented at the hearings

22 demonstrates that total emissions from the plant site will decrease, that the effect of each

23 criteria pollutant on the local neighborhoods will be imperceptible, and that the Santan
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1

2

Expansion Project poses no health risk. Simply put, the air quality in Maricopa County

will be better after the plant is constructed.

3 Dr. Libicki testified that the Suntan Expansion Proiect would have no discernable impact
on air quality

4

5

7

8

9
I

Dr. Shari Libicki's credentials were not questioned. She is a principal with Environ

Corporation, a company that assesses the environmental impact of chemicals. She has

6 three degrees in chemical engineering: a Bachelor's from Michigan, and a Master's and

Doctorate from Stanford (Tr. at 637-638, Exh. 31). She has worked on air quality issues

in Maricopa County for the last 11 years (Tr. at 659, [Exh. 32]).

Dr. Libicki tackled the issue in two parts. First, she looked at the effect of the
10

m
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expansion on the overall air quality, as required by the Clean Air Act. In describing the

effect of the Clean Air Act, Dr. Libicki testified that "Maricopa County is ... non-

attainment for ozone, dust, carbon monoxide. Any new source of air pollution is required
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to install the best control technology. It is required to offset pollution increases. It
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20

21

22

has to maintain the local air quality near the source" (Tr. at 640, [Exh. 33]). The offsets

required by the Clean Air Act preclude any increase in pollutants regulated under the Act.

In fact, for some of the pollutants, notably PM-10 and NOx, SRP will have to demonstrate

as part of the air permitting process, that it has improved overall air quality.

Second, Dr. Libicki examined the effect of the Santan Expansion Project on

specific neighborhoods surrounding the plant site, and even on specific locations as

identified by the Local Interveners (e.g. their homes, school sites). In order to examine

the impact on the local area, Dr. Libicki developed air quality models for each pollutant to

simulate the concentration of emissions around the plant.
23
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4

5

The models assume the worst case scenario in terms of emissions from the plant.

For example, the models assume the expanded plant will operate at full capacity, which

is not technologically feasible (Tr. at 647, [Exh. 34]). Also, the models assume the worst

day in a five-year period based on meteorology and emissions for the plant. Finally, the

models do not include the effect of the off-site offsets that will be required under the

6 Clean Air Act.

7 The results of Dr. Libicki's studies are set forth in Exhibits 74-1 through 74-26,
LE

ml
-

2 D O
[Exh. 35]. In short, Dr. Libicki concluded (based on the worst case scenario) that there

O
E

would be "no discernable impact" on the air quality in the local neighborhoods (Tr. at 674,

692, [Ex<. 361).

Even though the studies show that the expansion will not adversely impact local

12 air quality, and in fact will improve regional and local air quality, the Siting Committee
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3 13 considered the air issues and imposed additional conditions. These include the

14 requirements to replace the existing Gilbert street sweepers (major PM10 producers)

15 with PM certified clean units (Condition 23), and to work with the Gilbert Unified School

16 District to provide cleaner school busses (a ground level source of pollution directly

17 effecting school children) (Condition 11).

18 Dr. Whipple compared the emission level to EPA Air Qualitv Standards and found the
expansion would not pose a health risk

19

20

21

22

23

Dr. Chris Whipple responded to the stated health concerns of the Local

Interveners. Dr. Whipple has studied the health effects of power plants since 1974 (Tr.

at 1885, [Exh. 37]). He has taught courses on the subject at Stanford University and

worked on health studies with the Environmental Protection Agency, the Department of

Energy and the National Academy of Sciences (Tr. at 1886, [Exh. 38]).
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Using the models developed by Dr. Libicki, Dr. Whipple further examined the

potential health effects of the expansion. Dr. Whipple explained that the EPA standards

were designed to protect the public with a margin of safety taking into account risks to

sensitive groups within the population such as the elderly and people with lung diseases

(Tr. at 1891, [Exh. 39]). Dr. Whipple concluded that for each type of pollutant, the level

6 of emissions from the plant was far below the standard applied by the EPA (Tr. at 1891-

1901, [Exh. 40]). In summary, Dr. Whipple testified that the Santan Expansion Project

8 would not pose a health risk to residents in the vicinity (Tr. at 1901, [Exh. 41]).

Testimony of the Maricopa County Air Quality Division

In addition to testimony from Drs. Libicki and Whipple, an official from the Air

Quality Division of Maricopa County, Steve Peplau, testified about air quality issues.

12 According to Mr. Peplau's testimony, under the Clean Air Act, the County has the

responsibility to permit and monitor compliance with air quality standards. The County

requires that SRP go through a complex and lengthy permitting process to demonstrate

that the plant will operate without contributing to air quality problems in the County. The

permitting process requires the use of technology that will achieve the lowest emission

rate (Tr. at 4139, [Exh. 42]). it also requires offsets (emission reductions) to ensure that

the plant does not increase emission levels (Tr. at 4140, [Exh. 43]).

Mr. Peplau also address the issue of ongoing compliance, pointing out that after

20 permitting the plant, the County will engage in monitoring to ensure compliance.

"Certainly if and when the permit issued, that only starts the kind of the journey on this"

(Tr. at 4148, Exh. 44). Compliance includes extensive testing of the emissions stack and

continuous emissions monitoring (Tr. at 4148, [Exh. 44]).23
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3

Mr. Peplau concluded with a statement about SRP's record of compliance:

"[T]hey have acted very responsibly and we certainly wouldn't anticipate them, you know,

operating in a noncompliant situation" (Tr. at 4153, [Exh. 45]).

No credible evidence controverted the testimony on heath issues4

5

6

The testimony of these expert witnesses was uncontroverted. The Local

Interveners presented comment regarding health issues relating to air quality. But the

comment lacked foundation and was not credible.7

8 For example, Dr. Christopher Labbon testified on the adverse health effects of
O
._1

9 emissions from power plants. Dr. Labbon has no qualifications as an air quality expert or

10 as a toxicologist. The entirety of his testimony was based on his own personal

82 11 experiences and "studies" he had read (which were not entered into the record). When
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14 objection that "[S]he does not live here, she doesn't have all the stats" (Tr. at 2843, [Exh.

15 461).

16 Furthermore, it was obvious Dr. Labbon either had not reviewed or understood the

17

18

19

20

21

22

testimony of SRP's other expert. During cross-examination, Dr. Labbon was asked the

simple question, "[W]hat was the subject matter of Dr. Whipple's testimony?" In

response, he stated "SRP's expansion of the San Tan generating station" (Tr. at 2847,

[Exh. 47]). When asked if there was anything more specific that he could recall about the

testimony, he responded "[l] briefly reviewed the information. l didn't have any other

specifics" (Tr. at 2848, [Exh. 48]).
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The Local lntewenors also entered written statements from four local physicians

into the record. None of these physicians were subject to cross-examination, and there

was no information presented about their background or expertise involving air emissions

and health effects of air emissions. Basically these letters only said that air emissions in

5 general pose a health risk.

6 VI. Other Health and Safety Issues Raised During the Hearing

7 In addition to air quality Local lntewenors also raised safety concerns, mainly

8 about the use of ammonia and the safety of gas pipelines used to supply the plant.
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9 While the Local Intewenors were quite vocal about these issues, there is no factual basis

10 for their concerns.
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11 The use of aqueous ammonia poses no safety risk

On the issue of ammonia, Mr. Dietrich testified "that ammonia would be used
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associated with the selected catalytic reduction process in the new units. The type of

14 ammonia that we will be using is not hazardous material [because it is obtained and used

in a highly diluted form]" (Tr. at 1306-1307, [Exh. 49]). Mr. Dietrich also testified that

SRP "will take all necessary safety precautions for the storage and the use of that

chemical" (Tr. at 1171, [Exh. 50])

The was pipeline and the associated metering facilities pose no safety risk

Also, there is nothing at all unusual or dangerous about the natural gas pipelines

20 serving the site. The existing Santan units are fueled through an El Paso Natural Gas

pipeline that enters the plant from Warner Road. The Santan Expansion Project fuel will

be delivered through a new El Paso Natural Gas pipeline. Neither facility poses a risk.

The pipeline is operated under strict federal standards. (See 49 U.S.C.A. 60101 et. seq.

and 49 CFR 190-199, [Exh. 51]). After the expansion the existing and new facilities will
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2

3

continue to be operated to meet these standards (Tr. at 1100, [Exh. 52]). Furthermore,

the gas delivery systems are no different than the systems serving many parts of the

metropolitan area. Nonetheless, as an accommodation to the concerns of the Local

4 Interveners, SRP has agreed to construct a wall around the metering facility to further

5 protect it from traffic (Condition 13).

6 VII. The ACC Staff Supports the Application

7 Local Interveners argue that, in another proceeding before the Siting Committee

8 not related to Santan, a member of the ACC staff, Jerry Smith, testified that local

9 generation should not be built. This was an early statement of ACC Staff and does not

10 represent its current position. ACC Staff supports the application for the Santan
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support of the fact that more local generation is needed: "the best thing is to have your

generation as close to your load as possible" (Tr. at 3772, [Exh. 53]). Since local

generation is needed to improve the system, Mr. Emerson concluded "if you didn't

approve Santan, then what you would have is another location for internal generation in

the east valley somewhere. So SRP would then go back to the drawing board and look

for another location for the generation" (Tr. at 4377, [Exh. 54]).

19 VIII. The Expansion Will Not Adversely Effect Property Values

20

21

22

23

Ignoring the fact that each of them purchased a home near the existing Santan

power plant, the Local Interveners also raise issues about property values. A.R.S. §40-

360.06 describes the factors to be considered by the Siting Committee as a basis for its

action on a CEC application. Property values is not a statutory factor for consideration.
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1 Nevertheless, the Siting Committee spent a significant amount of time taking testimony

2 and deliberating on this issue.

3 SRP introduced into the record two studies on residential property values in the

4 area around the plant, one by PricewaterhouseCoopers and the other by Kelly

5 Commercial Consultants." PricewaterhouseCoopers concluded, "there is currently no

6 indication that the marketability, pricing and/or market value of homes located in those

7 neighborhoods have been affected by the expansion plan. Moreover, we do not

8 currently see anything in the market to suggest that this is likely to change if and when

9 the Expansion Plan is implemented" (Exhibit 68, [Exh. 55]). Similarly, Kelly Commercial

10 concluded, "The existing Santan Generating Station has had no measurable impact on
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11 the value or marketability of the residential homes. Overall, I am unable to
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4 13 property values. However, after taking into account the data outlined in this report, and

14 assuming there are no negative health effects, and assuming the proposed mitigation

15 and enhancement measures are completed, the evidence suggests that the effect of the

16 proposed Santan Expansion Project will be negligible" (Exhibit 61, [Exh. 56]).

17 Local Interveners attack the reports as biased, but offer no specific information to

18 support these statements. Both reports were prepared pursuant to Uniform Standards of

19 Professional Appraisal Practice by professionals bound to meet the strict standards

20 governing their industry.

21

22

23

24

8 Proposed Santan Generating Facility Expansion Evaluation of Potential impact on Area Home Values,
PricewaterhouseCoopers and A Study of the existing Santan Generating Station (Gilbert, Arizona) on
Nearby Residential Property Values, Kelly Commercial Consultants, Inc., August 21, 2000.
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1 Local Interveners further argue about recent comments by the Maricopa County

2 Assessor. These comments were not part of the record before the Siting Committee and

3 therefore are outside the scope of the Commissions reviews.

4 lx. The Siting Committee Fully Considered and Debated Each Issue During
Deliberations, and Crafted Thirty-Four Conditions to Meet the Concerns of
the Local lntewenors5

6 The Local lntewenors finally argue that after 17 days of testimony members of the

7 Siting Commitlee failed to consider the evidence before rendering their judgment. This

8 statement is wildly untrue. The Siting Committee spent three days discussing the

9 testimony. During these three days the Siting Committee members addressed in detail

10 each of the issues, reviewed the evidence, discussed the issues among themselves, and
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asked for clarification from the parties.

Also during that three-day period the Siting Committee members carefully

considered each factor identified in the statute, A.R.S. §40-360.06, and compared those
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14 to the proposed conditions of the CEC order (Tr. at 3747, 3977, 4132, [Exh. 57]). At

15

16

17

18

times the Siting Committee members even read portions of the statute out-loud (Tr. at

3753-3755, 4187-4188, 4358, 4380, [Exh. 58]). Through the three days of deliberations

the Siting Committee members developed thirty-four conditions. Many of these

conditions have been discussed above, and most were expressly directed to concerns

raised by Local lntewenors. For example, Condition 18 requires SRP to operate the19

20 plant consistent with its obligation to serve retail load (addressing the concern that the

plant output would be sold to California). Condition 20 requires SRP to consider21

22

23

24

9 SRP is prepared to rebut the comments of the County Assessor and introduce updated reports by
PricewaterhouseCoopers and Kelly Commercial Consultants refuting these claims, should the Commission
determine that it is appropriate to go beyond the record on this issue.
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1 available technologies to reduce the size of the steam plume created by the plant

2 (addressing the concern about vapor clouds on certain days). Condition 21 prohibits

3 SRP from constructing additional extra high voltage transmission lines into or out of the

4 Santan site (to assure the residents that additional major facilities would not be built in

5 the area). Condition 14 requires SRP to use water at the plant in a manner acceptable to

6 the Department of Water Resources including a commitment to use surface water, CAP

7 water or effluent water for cooling and power plant purposes. And, Condition 29 requires
LE
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8 SRP to work with the Town and the Community Working Group to maximize the positive

8
9 effects of its actions to improve home values in the area.
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10 In all the members of the Siting Committee, in a manner previously

11 unprecedented, considered each of the concerns expressed during the seventeen days
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14 x. The Issue of Public Support for the Santan Expansion Project

o 15

16

17

18

Finally, rightly or wrongly, considerable time was spent during the hearings, and

many documents have been placed in the case docket, relative to public attitudes toward

the Santan Expansion Project. All parties participated in the effort to bring this

information before the Siting Committee. Applicant has argued that Siting Committee

and Commission decisions should be based on the environmental and other facts19

20

21

22

produced during the hearing, and that power plant siring should not be reduced to a

popularity contest. Nonetheless, as the Commission may be interested in the

overwhelming statewide support for the Santan Expansion Project, we attach as

Attachment One a summary of some of the third party statements that appear in the23

24 record.

23



1 CONCLUSION

2

3

4

5

The 1.75 million people who rely on SRP to reliably deliver electricity, and the

thousands of businesses that support them and our economy, critically need the Santan

Expansion Project. The environmental impacts of the Santan Expansion Project are

minimal. The evidence in the record leaves no doubt but that the Siting Committee

6

7

8

properly met its objective of balancing the broad public interest of the community with the

need to provide reliable and economical electrical power. SRP respectfully requests that

the Commission affirm the Certificate of Environmental Compatibility issued by the SitingMoo
u-./"»

:no 8 9 Committee.
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ATTACHMENT ONE

• Dr. Albert L. McHenry, Dean of College of Technology and Applied Sciences,
ASU East states: '1l]t is apparent that additional generating recourses will be
needed within the next two to four years to meet our region's continuing
population growth. Nowhere is this need more apparent than in the East Valley,
where growth is continuing at rates exceeding 10 percent per year....The plant
would provide an environmentally acceptable and economically efficient means
to power the grid, while more advanced technologies are being developed."
(Exhibit 25)

• w. David Thompson, President and CEO of Spectrum Astro, one of the major
employers in the Town of Gilbert, states: "SRP's plans for building a natural-gas
fired facility at its existing Santan site would appear to utilize the best available
environmental technology to meet the energy needs of local businesses and
residents. [w]e believe it is critical that SRP continues to build capacity to
meet the growth needs in the East Valley." (Exhibit 21 )

• Scott Morrison, Chair Gilbert Town Economic Development Advisory Committee
states: "IN 113 degree weather last month, SRP issued a plea for voluntary
energy conservation as demands on its power system broke all-time records,
pushing the utility's electric system close to physical limits. Do we really need to
suffer chronic power outages to prove wrong a small group of Gilbert residents
who want to stop SRP from building a critically needed new power plant...?
(Exhibit 18)

• The East Valley Partnership states: "A review of the proposal, the facts and the
alternatives leads us to believe that this is the best solution for the region. SRP's
proposal to add a generating station at its Santan site will serve all of us well in
may ways. First, the additional generation for our community will preserve our
ability to acquire low-cost reliable power from SRP. Second, a guaranteed
electricity supply will support our community's efforts to build our economic base
by assuring businesses that power is available and affordable. Third, the plant
will provide a boost to Gilbert's tax base and public school revenues." (Exhibit
15)

• Vulcan Materials Company states : "Vwthout these resources [Kyrene and
Santan], it is clear that electric demands will soon exceed supplies, putting large
segments of SRP's customer base at risk of outages, economic losses and
potential volatility in the future price of electricity." (Exhibit 23)

• Michael O. Leonard, General Manager of the Roosevelt Water Conversation
District states: "Since the Committee began its hearings on the Santan Project in

1



Mid-October, evidence presented by SRP and others has made clear two
pertinent parts: the east Valley will be facing electricity shortages without the
Suntan expansion, and environmental impacts of expanding the Santan facility
are de minimum and can be completely offset through a variety of technical and
aesthetic mitigation measures....Further, alive within 1 % miles of the Santan
plant and I have talked to a number of friends and landowners about the
expansion of the Santan plant. Through such conversations, leave repeatedly
heard my friends and neighbors, all of whom live in the area surrounding the
Santan plant, voice strong support and approval for the Santan Expansion
Project. " (Letter docketed December 5, 2000)

• Larry Chesley, a resident of Gilbert and former State Senator states: "Are there
other options for SRP? Of course there are. Are they viable? Not if we want
electricity in the next 4 or 5 years. (Letter docketed October 24, 2000)

• Craig M. Berger, President of Berge Ford, states: 'The proposed Suntan
Expansion Project appears to offer the best means to Fm a growing gap in power
demand and supply, with the least environment impact. it also appears that SRP
has engaged in a thorough public process to develop a publicly acceptable plan
for its project. " (Letter docketed September 8, 2000)

• David K. Udall states: SRP's proposals for Santan seem reasonable and
responsible to me. The growth of our Valley dictates the challenging need for
more power. As a community, we must all share in these infrastructure
challenges. The Salt River Project has been part of Arizona's history for almost
as long as my family. They have a long and solid record of doing what's needed
for the benefit of the whole community. (Letter docketed September 6, 2000)

• Paul R. Tullis, Vice President, Worldwide Facilities of Cerprobe, a major
employer in the Town of Gilbert states: 'We are convinced that additional
generating capacity will be needed soon to meet the east Valley's continued
growth. Speedy construction of an 825-megawatt gas-Hred combined cycle plant
at the Santan will provide an economically practical and environmentally
compatible means of meeting the region's mounting electricity demands. While
having a reliable supply of affordable priced electricity is important to Cerprobe,
we recognize that ensured electric supply also is important to our employees,
their families and the overall economy of the East Valley. (Letter docketed
September 1, 2000)

• Raymond Nunez, President International Brotherhood of Electric Workers states:
to the best of my knowledge, the Siring Committee has heard or approved
application for constructing nearly a dozen gas-Hred plants in Arizona over the
past year. Most of these plants were approved as merchant plants. In other
words, the facilities were approved by the Committee wit the clear understanding
that the new power being generated will be sold out of state and to the highest
possible profit to those plant owners....the Santan project will be built to serve

2



the energy needs of our local communities and the resources will be used
locally. The environmental protections will be extensive. (Tr. at 3596)

• Tony Hyland, Chairman of the Board of the Gilbert Chamber of Commerce
states: These hearings have shown that Gilbert and the east valley will face
power shortages over the coming years unless additional electric resources are
approved and built. And as /see fr, the SRP has the options at number one,
adding 825 megawatts of new generating capacity at its 28-year-old Santan
facility, outnumber two, developing significant new transmission corridors to serve
the east valley's explosive growth, then endeavoring to purchase power off the
southwestern grid, bidding against California's high end markets. This
alternative would obviously result in increased local power costs. From an
environmental and quality of life standpoint, its clearly better to allow SRP to
build clean, natural gas-burning generators at an existing plant site than to
struggle with the alternative of building new transmission lines...The Santan
project can be buffered with landscaping, aesthetically screened, and designed
in such a way to reduce air emissions from the plant site. Noise levels will be
minimal to meet the strictest codes of other valley cities. Purchased surface
water will be used to cool this plant, leaving Gilbert groundwater resources
unaffected. As one who owns a home in the area, and that's really in the area,
l'm very close to it, leave no fears my property values or those around me will
suffer any decline. Not the least....lt will serve as a more efztcient method to
ensure an unimpeded source of power close to our businesses and residential
people who live there in our community. (Tr. at 3587-3589)

• Bob Jarman, a resident of Gilbert states: I've lived there now for the last 15
years. /have no problem with a power plant being there. /have neighbors that
have no problem with this. (Tr. at 3614) l'm a World War ll veteran and I know
what it is to be without electricity. (Tr. at 3615) We have a son who has asthma.
He lives in that area to the east of the power plant. It doesn't seem to bother
him. (Tr. at 3616)

• Mr. And Mrs. Frederick Bermudez, residents of Gilbert state: We only have to
look as far as California to see the results of a shortage of electricity. California,
too, delayed in building power plants and today is paying the price for Ir. The
need for additional generation in Arizona - specifically in the East Valley - is
immediate. While there are alternatives to building generating, those alternatives
will mean several years' delay in getting an adequate power supply to the East
Valley....Expanding and improving an existing plant to make it more efficient -
and more importantly cleaner- is the best answer to addressing power needs in
the East Valley. (Letter docketed December 6, 2000)

• Tribune Newspapers editorial states: [l]t's opponents who blow smoke...the big
transmission lines that would have to be strung across the East Valley if new
generating facilities are built outside the metro area are even uglier and affect
more neighborhoods. (Exhibit 18)

3



• The Arizona Republic (June 10,2000) editorial states: Something is going to
happen in Gilbert. The SRP's reasonable projection for future demands for
electricity make it obvious something needs to happen in Gilbert. (Exhibit J-2)

•

l

The Tribune (May 23, 2000) editorial states: Gilbert residents trying to stop Salt
River Project form building a clean, natural-gas-Hred power plant that would
ensure a reliable electricity supply as the town grows should reconsider. They
could end up with something much worse. Like power outages. Or those big,
ugly electric transmission lines....the San Tan plant in Gilbert would be about as
clean as power plants can be - fueled by natural gas and utilizing the very latest
and most efficient technology.... Not everyone wants a Wal-Mart or power plant
in their neighborhood; but we all want inexpensive, reliable electricity in our
homes and businesses. (Exhibit J-2)

• Thayer Verschoor, a resident of Gilbert writes to The Arizona Republic: After
years of reliable service, perhaps we take for granted the benefits of a consistent
and low-cost supply of electricity from SRP. I urge everyone in the East Valley to
look at the big picture and support SRP's efforts to expand its Santan Generation
Facility. We need it if we're going to have enough power for our homes, schools,
businesses and industries. (Exhibit J-2)

• Barbara Sheldon, a resident of Gilbert states in a June 6, 2000 editorial to the
Tribune: We were given extensive air quality data as well as information as to
the strict requirements that have been established by the EPA. The standards
for the year 2000 are more restrictive than those established in the 70's when
the existing plant was constructed. The same is true of the noise
standards....as well as the certainty of a continued reliable source of power and I
feel we have a definite win/win proposition. (Exhibit J-2)

• Cynthia Dunham, Mayor of Gilbert states: As much as I wish that there was not a
power plant in the middle of my community, the reality is it was there before I
came, before I bought my house. I personally do not believe that I have the right
to make them go away. personally, and I know that there has been opinions
expressed that are different from this, but l'm speaking as just me. I'm not
concerned about the impact on property values. it's a power plant today, its going
to be a power plant tomorrow. I think that SRP can do a good job in mitigation the
visual impact of whatever facility they put in there, and I guess I could base that on
the fact that they've done such a good job that so many people didn't k now that
this plant was there. I do understand the need for power and as I meet on a
regular basis with businesses that we're trying to bring in our community, one of
the concerns that they have is inexpensive, reliable power (Tr. at 3667-3668)

• And 1829 Gilbert residents living within one and one half miles of the Santan site
signed individual letters of support for the Santan Expansion Project. (Exhibit 29)

4
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1

2

3

4

5 In that

6

generation integration, congestion management, market

pricing, generation project financing, and regulatory

issues. I also, in doing that, I assist utilities and

developers in selecting alternatives that best meet

the transmission needs of the projects.

regard, I 've been involved in at least 100 generation

7

8

integration plant studies in the last year.

Q. And what is the purpose of your testimony

9 today?

A •10 The purpose of my testimony today is twofold:

The first is dealing with reliability issues11

12 in general .

13 The second is discussing load serving

In that14

15

16

17

limitations of the East Valley specifically.

regard, the East Valley limitations are based on a

study that R. W. Beck performed, an independent study.

That is, I believe, Exhibit 71 in the latest book.

18 The study was independent based on a couple

The first were that R. w. Beck19 different factors.

20

21

22

23

24

independently defined the scope and the approach to be

used. We also did the study at our own direction

using data that we gathered from SRP.

The results of the study that I ' ll talk about

in my testimony also show two things:

The first is that the current East Valley25
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1 peak load right now exceeds the load serving

2

3

capability

East Valley.

I mean, the import capability of the

That means that local generation in the

4

5

East Valley has to be run today.

The second issue that I 'll be addressing is

that a new resource is needed, and it ' s needed before6

7 too long.

8 Q. And the study that you've referenced is

9 marked as Exhibit 71?

10 A.

11 Q

12

13

Yes, i t  is .

WoUld you describe in general terms power

system reliability issues as related to your

testimony.

Yes.14 A.

15

16

17

In regards to my testimony, there' s a

lot of issues regarding reliabil ity. But in regards

to what I'm testifying on that is resource issues,

there ' s five key points that I would like to bring

18 out .

19

20

21

The first is that you need an adequate amount

of generation and transmission to reliably serve

loads. You can' t have one without the other. They go

22 hand in hand .

23

24

The second point is that metropolitan areas,

such as Phoenix, the whole Phoenix region is

25 metropolitan area, and it 's generally generation
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1 peak load right now exceeds the load serving

2

3

capability

East Valley.

I mean, the import capability of the .

That means that local generation in the

4

5

6

East Valley has to be run today.

The second issue that I 'll be addressing is

that a new resource is needed, and it ' s needed before

7 too long.

8 Q. And the study that ycu've referenced is

9 marked as Exhibit 71?

10 A.

11 Q.

12

13

Yes ,  i t  i s .

Would you describe in general terms power

system reliabil ity issues as related to your

testimony.

Yes.14 A.

15

16

17

In regards to my testimony, there ' s a

lot of issues regarding rel iabi l i ty. But in regards

to what I 'm testifying on that is resource issues,

there ' s five key points that I would like to bring

18 out .

19

20

21

The first is that you need an adequate amount

of generation and transmission to reliably serve

loads. You can't have one without the other. They go

22 hand in hand.

23

24

The second point is that metropolitan areas,

such as Phoenix, the whole Phoenix region is

25 metropolitan area, and it ' s generally generation

0
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1 variables.

2

3

4

6

7

8

10

11

12

And like we talked about, you have the

import limit, which we put as this whole bottom part

of the graph. That 's the East Valley import.

The next level would be the generation that

5 we've -- it's actually the next three levels, the

generation that exists or is already approved for the

East Valley. We just gathered it by hydro and gas.

There 's no reason that they're in that stacking order,

9 but they' re separated for that reason mostly because

gas and oil, as long as it's not out for maintenance,

is available 'when you want to use it . Hydro, you

Depending on the weather and how muchdon't know.

13

14

rain there's been, you can't call on hydropower to be

at its maximum capability all the time. We have

15

16

plotted it by what its maximum capability would be,

which, as I said, is not available all the time.

17 almost impossible to have all your generation

18 We've also added in

19

20

21

22

available at any point in time .

the 250 on top for Kyrene.

I' l l just break down a little bit on what it

shows here besides the components that are going up

On the left scale here, we have the load

23

the graph.

level for -- that can be served in the East Valley.

24

25

The starting point of the actual load starts here

about the 2, 800 megawatt load level that I referred to
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1 before.

2 load growth.

3

4

5

And then from that, we escalate it due to

And we escalated it at three different

load rates, 2 1/2 percent, 3.8, and 4.4, which are

tied -- the higher ones are tied actually to the

historical load growth in the East Valley. The 2 1/2

6 is a more conservative number, which across the

7

8

10

11

country is a reasonable average .

The top line is the load serving capability.

9 When you mesh all of these things together, i f  you

assumed all the generation was available all the time,

that would be the load serving capability with the

12 imports.

13

14 But

15

16

17 And that's

18

If you follow that along -- and there's a

couple other things I 'll point out in a second.

if you followed it along,. basically you get at a

higher load growth scenario, by 2005, you exceed the

load growth capability of the East Valley.

an optimistic picture because it ' s assuming that all

20

19 generation is available, and it: also does not assume

that reserve margins are there, which is amount of

21

22

23

generation that you hold back on your system to handle

emergency situations, and we have not included those

in the graph, either.

24 I 'll show you a couple

25 things U

So as you go along

The import capability starts about 2, 500, and



1

BEFORE THE POWER PLANT AND TRANSMISSION

LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

12

IN THE MATTER OF THE APPLICATION OF)
SALT RIVER PROJECT OR THEIR )
ASSIGNEE (s) I IN CONFORMANCE WITH )
THE REQUIREMENTS OF THE ARIZONA )
REVISED STATUTES 40-360.03 AND )
40-360.06 FOR A CERTIFICATE OF )
ENVIRONMENTAL COMPATIBILITY )
AUTHORIZING THE CONSTRUCTION OF )
NATURAL GAS-FIRED, COMBINED CYCLE )
GENERATING FACILITIES AND )
ASSOCIATED INTRAPLANT TRANSMISSION )
LINES, SWITCHYARD IN GILBERT, )
ARIZONA LOCATED NEAR AND SOUTHEAST )
OF THE INTERSECTION OF VAL VISTA )
DRIVE AND WARNER ROAD. )

)

L-00000B-00-0105

CASE no. 105

13
At :

14
Date :

Mesa, Arizona

September 14, 2000
15

Filed:
16

17 REPORTER' S TRANSCRIPT OF PROCEEDINGS

18 VOLUME I
(Pages 1 through 265)

19

20 INC I

21

ARI ZONA REPORTING SERVICE I
Court Reporting
Suite Three

2627 North Third Street
Phoenix, Arizona 85004-110322

23 BY : CECELIA BROOKIVIAN,
CCR No. 50154

RPR
Prepared for:

24

25



170

1

2

in-service date between 2004, 2005. If load growth

f alls below our current projections, we might phase in

the third unit at a later date.3

4

5

These three units are in a central part of

SRP 's planning to meet future load growth and to

6 I am sure that

7

8

9

10

maintain electric system reliability.

you have read over the past three or four months about

the reliability crisis that f aces many parts of the

nation, and the price spikes that have occurred in the

This reliability crisis is prompted

11

12

13

14

15

San Diego area.

in part by delays in building necessary

infrastructure. To support that, let me read you a

quote from a report that was prepared by the

California independent system operator and entitled

the report on California energy market issues and

16 performance dated May, June of 2000. And it reads,

17 "In summary, the major cause of high wholesale prices

this summer has been the absence of new investment in18

19 generation and transmission to meet growth in demand

20

21

over the past decade."

In SRP' s service territory we do not face the

22 same immediate crisis. This is because we have been

23 able to build infrastructure as we have needed. The

24

25

approval of the Kyrene expansion project, the planned

upgrade of the transmission system in the west valley,
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1

2

3

4

and the upgrade of the APS transmission system into

Kyrene wil l help us to avert a crisis in the summers

of 2002 and 2003. However, these are just short-term

solutions, and we cannot continue to rely on them

5

6

7

8

9

10

solving our long-range problems. We cannot continue

to add capacity in dribs and drabs or bits and pieces.

We must have a long-range plan, and it takes a long

time for transmission or generation facility to be

planned and constructed and placed in operation.

That 's at least four to five years, and we believe the

11 Santan project is a good alternative to that plan.

It is much more cost effective and less12

13

14

intrusive to think in terms of projects designed to

meet this long-term growth rather than wait for the

short-term crisis to hit us and then have to react15

16

17

18

19

20

21

22

accordingly. As we mentioned in the Kyrene hearing,

the Santan expansion project is the cornerstone of our

resources planning. This resource will give us great

flexibility to meet future needs, it will

significantly increase the reliability of the valley,

it will be minimally intrusive on property owners and

residents, and it will be the most cost effective

23

24

approach to meeting our growing needs .

Mr. Areghini, would you please describe theQ.

25 Santan site.
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1 A.

2

3

4

5

6

7

8

9 That

10 We are

11

12

13

14

15

Our current projection over the next five

years is a load growth of about 3 .7 percent, with the

majority of that growth occurring in the East Valley.

As you have heard from Jennifer Tripp, the

load serving capability for the East Valley will limit

out at around 2004, 2005, although I do need to point

out that that chart did not include a projection for

reserves for the East Valley, something that I believe

that she said, but it ' s important to underscore.

basically can be said for the entire Valley.

roughly at parity now between loads and resources.

Thus, the basic outline of our resource plan

is to develop incremental resources in the Valley in

order to meet load, enhance reliability, and relieve

pressure on the transmission system, to make

incremental transmission investments in order to16

17

18

19

increase import capability into the Valley, to seek

additional purchases from outside of the Valley, using

that import capability and longer term to seek to

20 develop and own incremental capacity outside the load

21 center.

22 We believe that this plan best satisfies the

criteria that I mentioned earlier and that the Santan23

24

25

Expansion Project is both the single most critical

element thereof and superior to any other
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1

2

certain what the Staff position is on this Specific

Does Staff support it or oppose it?application.

3 A.

4 Q.

5

We support this proposal .

You support it at the entire amount of

megawatts that ' s proposed of the three units?

6 A. Yes .

7 Did you have any position on the mitigation

measures that have been discussed?

Q.

8

9 A.

10

11 Q.

12

13

14

15

16

17

18

19

20

The visual ones, mainly, I think that they

will help the visual hiding of it.

Just to follow up a little bit on one or two

of Mr. McWhirter ' s questions, and it was a question I

asked earlier on either of, I think Mr. Dietrich Or

perhaps Mr. Areghini, that it has to do with the

voltage support. .

Maybe you could explain to me a little bit

what the relationship between transmission and local

generation in terms of voltage support is, and really

kind of going to the fundamental question, which is

what will be the effect of siring one unit or two

units or three units on the entire system?21

22 A.

23 For each unit, say

24

25

The more -- say you take one, two or three

uni ts, which they're looking at .

250 megawatts, you have that much more megavars

support there, then that means you can import more
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1

2

argument, we're going to take and let's just build

another big plant up in the Four Corners or someplace

out in the desert, and then we' ll just pipe that power3

4 in?

5 MR. EMERSON :

6

7

8

10

12

13

14

15

What the problem there is, even

at a certain point you've got to have, because these

lines, when you build them, they -~ it's the voltage

that pushes the power in, okay? And without that

9 voltage at the far end, where you're using it, then

you don't get the power in. There's a lot of things

11 you can try `to do to get the power in, like instead of

power plants, you use megavars, but they don't react

dynamically as changes in the system, and so what

happens by using these other methods, your system

becomes less reliable, and you don' t have the

flexibility to operate your system.16

17 MEMBER TOBIN : What is the current status of

18

19 MR. EMERSON :

20

21

the Central Arizona Transmission Study?

The current status is they

originally were going to have results near the end of

February, and it ' s close to the end of March now,

22 MEMBER TOBIN :

23 Is the

24

25

Is a preliminary -- I'm sorry,

maybe I took a little mind vacation there .

preliminary report or draft report going to be out, or

how is this going to work?

III lllll
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1 roll into the inescapable conclusion that we need

2 additional local generation and San Tan is the best

3

4

5

place to put it.

I guess I need some guidance as to

exactly what it is you want and I will get it here

6 for you.

7 MEMBER OLEA : There is two points you

One is the need for the local8 brought up .

9

10

11

generation. And this is only one member' s point of

view, but at least in my opinion the need to prove

that we need local generation to me does not need

12 to be done to me I

13 That has been done in front of this

14 committee, that has been done in front of the

15

16

17

18

19

Commission, we 've had several workshops on that,

we've had Staff provide testimony, we've had all of

the utilities provide testimony. So, you know, at

least in my opinion there is not a need to show

that you need the local generation.

20

21 question •

22

23 alternatives .

Now where you put it, that ' s the

And to me there has been testimony by

several SRP witnesses that they have looked at

And based on those alternatives,

24

25

this is the best place to go.

And at least in my mind the testimony
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1

2

the people who came here today to speak to you. Help

us help SRP do the responsible thing. Bu i l d the i r

3 It will be a

4

plant away from highly populated areas .

win/win we al l  can l ive with.

5

6

Thank you again for giving me this

opportunity to be heard.

CHMN. BULLIS :7 Mr. Apergis .

Mr. Chairman, members of the8 MR. APERGIS:

9 Line Siring Committee . When these hearings started, I

10

11

didn't quite know what to expect, but I quickly

realize this, that as interveners, we were basically

12 We didn't have

13

14

15

16

outgunned in this type of an arena.

experts, we did' t have 20-year SRP veterans to speak

on our behalf. We were just a handful of people with

common sense that basically wished to express their

arguments about their opposition to this plant .

Please understand that as interveners, I17

18

19

think I speak for most of them when I make this

statement, we're not ignorant to the f act that

sometime in the future there will be a need for peak20

21 power in the east valley, especially since we're a

22

23

24

part of these proceedings .

That is not the primary issue, though, as I

As I see i t, if you gentlemen, for

25 whatever reasons you may have, are not satisfied that

understand it
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1 these various sites. Alternatives come and go, but

these are the ones that we felt were available to us2

3 at that point in time .

We have -- we are still reticent to share4

5

6

7

8

9

10

numbers related to anticipated profits or terms and

conditions or the developers might impose upon us and

pursue any given alternatives, so we basically have

presented numbers in this presentation, as you'll see

in a minute, that only relate to the cost differences

that we would anticipate would arise between this and

11 kind of a base case .

12

We have not wanted to telegraph

our assessment of private developers ' intentions to

the market for, I think, obvious reasons .13

14 To reiterate, we use this basically as a

These15 screening analysis to determine direction.

16

17

numbers were prepared on that basis, and are

If you've got more serious about aestimates .

18 specific site, you clearly would develop much more

detailed numbers associated therewith. And I think19

20 I ' ll refer to one such instance as I go through this

21 presentation.

22 So these are the sites.

23

As you see, the

range between the local region 1 and 2, Santan,

24

25

Agua Fria, the Palo Verde region, Her®ahala,

Gillespie, southern Arizona region, Mobile, Florence,
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1

2

Saguaro, northwest Arizona region, Kinsman and New

River, which is No. 9. We do think they're

3

4

representative of any of the alternatives to be

pursued in respect to their areas .

One of the factors we did look at was cost .5

7

8

10

6 As I mentioned, I ' ll show you a little bit about our

cost comparison. Of those four regions, as you see,

we 've got the alternatives arranged between northwest

9 Arizona, Palo Verde, southern Arizona, as well as the

On this chart is an example in each region of

the incremental costs that we assessed to that

local .

11

12 particular alternative .

13

14 region.

That may not be the only alternative in that

I ' ll explain what the differences are in that

15 area ¢ But, for instance, in the northwest region you

It was our assessment there16 see Kingman listed there.

17

18

was about a $40 million incremental cost for land,

In the Kinsman area transmission is

Transmission is a substantial19

water and gas .

about $95 million.

20

21

22

driver amongst all of these alternatives,

environmental being negative 15, negative 15 meaning

that the costs of environmental mitigation outside of

the airspeed is in f act lower than the cost of23

24

25

environmental mitigation inside the airspeed, the cost

That really transfers into aof offsets, if you will
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1 A.

2

3

4

5

6

7

8

9 That

10 We are

11

12

13

14

15

16

Our current projection over the next five

years is a load growth of about 3 .7 percent, with the

majority of that growth occurring in the East Valley.

As you have heard from Jennifer Tripp, the

load serving capability for the East Valley will limit

out at around 2004, 2005, although I do need to point

out that that chart did not include a projection for

reserves for the East Valley, something that I believe

that she said, but it ' s important to underscore.

basically can be said for the entire Valley.

roughly at parity now between loads and resources.

Thus, the basic outline of our resource plan

is to develop incremental resources in the Valley in

order to meet load, enhance reliability, and relieve

pressure on the transmission system, to make

incremental transmission investments in order to

17

18

19

increase import capability into the Valley, to seek

additional purchases from outside of the Valley, using

that import capability and longer term to seek to

20 develop and own incremental capacity outside the load

21 center.

22

23

We believe that this plan best satisfies the

criteria that I mentioned earlier and that the Santan

24

25

Expansion Project is both the single most critical

element thereof and superior to any other
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1 alternatives .

2 Q. Mr. Bonsall, did you do a specific study of

3 alternatives to Santan?

4 A. Not per se . As I mentioned, our planning

5

6 They were all similar in

7

8

9

10

process is ongoing, and periodically, we would compile

comparisons of alternatives.

nature, comparing local generation options to merchant

plant proposals to Greenfield sites. On the basis of

the criteria that I mentioned, we have consistently

considered local generation options to be superior to

11 the others.

12 Q. Mr. Bonsai, can you elaborate on these

13

14

planning criteria as they apply to the Suntan

Expansion Proj act .

15 A.

16 The timing

Arizona is17

18

19 regional and national conditions

continues.20

21

Let me go through them one by one.

First, timing. Timing is tight.

is tight regionally as well as nationally.

not an electrical island, so it is affected by these

Load growth

Our actual load growth over the last ten

years has been over 5 percent.

article on October 20th in The Tribune, the East

In f act, in a recent

22

23

24

25

Valley cities were noted for their phenomenal growth,

with Gilbert topping the list, Fountain Hills

following up, and Chandler right behind them.
f
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1

2

3

4

5

7

SRP, along with the Department of Economic

Security, ASU, U of A, and the Blue Chip Forecast,.

expects growth to moderate somewhat, with our own

forecast being at 3.7 percent. It clearly does not

appear that growth will evaporate. Even if growth

initiatives pass, it's more likely than not that

growth will accelerate into our service regions, not

decelerate.8

9

10

11

SRP, as the distribution provider and

provider of last resort, has a legal as well as an

ethical obligation to take all reasonable steps to be

sure that our customers have a reliable and low cost12

13

14

supply of electricity when it is needed.

Santan is ideal from another perspective.

It has access to water,15 SRP already owns the site .

16 It needs no new

17

water disposal and some natural gas .

transmission to get the energy there for it could be

It would have to be distributed from18

19

20

there already.

there, that ' s true, but to get that amount of capacity

to that point in the East Valley would require no new

incremental transmission ¢21

22

23

24

We're planning Santan for the summer of 2005 .

It's possible that we could need a portion of it for

We can meet; this time frame .the summer of 2004 . We

25

6.

don't believe any other alternatives could do this .
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1

2

From a timing perspective, Santan is f at better than

any alternative .

3 Local generation is

4

Second, reliability.

important for two reasons related to reliability:

5

6

7

8

First, it provides necessary voltage support .

Voltage support is essential to maintain power

quality. As power travels over distances, voltage

drops . A load center this size cannot exclusively

And we have not added9 depend on remote resources •

10 local generation in a long time . The system needs

11 additional voltage support . Suntan will provide much-

12

13

needed local voltage support to both our 69 and 230kV

systems, and no other option meets this essential need

14

15

16

17

18

as effectively as new generation at Santan.

Second, since the substantial majority of

outages result from outages on the transmission or

distribution system, local generation will increase

system reliability because precisely of its proximity

19 to load. Local generation acts as a surrogate or

20

21

22

replacement for transmission in effect in providing a

backstop to whatever interruption may occur .

Third, certain environmental factors . And I

23 clearly will not address all of them. We have a

24 But a s t o

25

witness coming up to speak to other issues .

transmission, Suntan is unique in that it can add



499

1

2

3

significant capacity to the system without building

new transmission because the supply would be at the

Other alternatives would have to

4

load center already.

Other alternatives thus would require

5

get it there.

significant new transmission at the 500kV and/or 230kV

6 levels.

7

8

9

By necessity, this new transmission must be

through existing neighborhoods and areas planned for

new residential development . In his testimony,

10 Mr. Areghini discussed a possible alternative with two

11

12 more than some 600 new transmission structures

500kV lines and three or four 230kV lines, involving

While

13 this is only one alternative, all alternatives other

14

15

than Suntan would require significant amounts of new

The impact to homeowners on anylocal transmission.

16 of these transmission alternatives is, in our

17

18

19

experience with our customers, greater than the impact

of the facility in Santan. We conclude on the basis

of this consideration that Santan is the preferred

20 environmental alternative regarding the transmission.

21 There are three

22

Fourth, risk parameters .

elements of risk that this proposal effectively

23 addresses:

24

25 adequate resources »

First, this proposal increases assurance of

An advantage of SRP building at
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1 Suntan is that it provides assurance that the resource

2

3

4

5

will be built when, as well as where, it is needed.

There are many merchant plants proposed. They all

have transmission challenges getting to the load

Some are being built, some will be .center I Others

6 Some will look to serve this

7 market .

will remain proposals.

Others will look elsewhere. We maintain

8 communication with these developers in pursuit of

9 reasonable transactions for our customers. There is

10

11

some capability here, and we continue to pursue it .

However, we believe that Santan will absolutely be

12

13

14

necessary to assure sufficient resources to serve the

load in the Valley in any case.

Secondly, the addition of local SRP-owned

15

16

gas-fired resources provides an attractive and a

desirable addition to the portfolio of resources that

17 SRP uses to meet customer need.

18

Although gas-fired

resources today are a relatively small portion of

19

20

21

SRP's current portfolio, adding additional gas-fired

resources will help balance SRP's portfolio for

meeting customers ' needs.

22

23

Lastly, both the Kyrene and the Santan

projects provide our customers with a critically

24 During

25

important layer of price risk management .

tight market conditions, market prices become
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1

2

decoupled from underlying costs as a result of supply

shortages.

3

4

This is particularly the case during

periods of transmission congestion or outage. Prices

Such is therise to whatever the market will bear.

5

6

7

condition today, and it appears that it ' s going to

stay that way for some time. It is this condition

that has led to enormous consumer unrest in

8 California.

9

The Santan resource is strongly preferred

because it will help insulate SRP customers from these

10

11

kinds of price movements .

Fifth, cost.

12 option on cost grounds .

13

Clearly Santan is the preferred

It uses an existing site,

It does not require

14

15

16

some existing common f abilities .

incremental transmission and less investment in gas

supply than other alternatives. Being positioned

where i t is as wel l  has benefi ts associated with

17 Being

18

19

20

21

22

23

24

25

voltage support and other reliability factors.

the type of resource that it is, highly efficient,

flexible, environmentally friendly combined cycle

natural gas technology, it can respond to changes in

load as well as produce energy effectively. All in

all, Santan is a cost-advantaged proposal.

This leads me to my last criteria, which is

congruence to mission. SRP is a public power entity

and a political subdivision of the state. As such, we
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do not have equity investors . We don't have stock

2 There is neither

3

4

5

optioNs because we don't have stock.

a door through which institutional equity investors

may get enriched or a cushion of outside investment to

absorb losses .

6 customers U

7 customers I

8

9

Cost savings directly benefit our

Additional costs directly burden our

Even our energy remarkeding, our New West

Energy, is wholly owned by SRP, and any benefits

derived therefrom come back to the parent, SRP, and

10 thus, to its customers .

11

12

13 We are not

14

15

16

SRPexists in effect only for the purpose of

serving its customers as to power with low cost and

reliable energy. We are cost minimizers.

profit maximizers. We have no desire to charge, for

instance, what the market will bear because the

beneficiaries of our operations are our customers

17 themselves .

18

19

This plant is being proposed, in fact, only

to serve our native load customers first and foremost,

20 Ari zone consumers I It is beneficial to these

21 customers and it ' s beneficial to this market to have

22 SRP fulfill this mission, but we must have the tools

23 to do so.

24

25 730 , O00 customers to concur .

We do not expect absolutely all of our

I think there's a few
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1 But we do believe that on the

2

3

4

5

6

here today that don't.

basis of timing, reliability, environmental

considerations, risk, including price risk management

and cost, this Santan proposal is clearly to the much

greater good and is the preferred course of action.

MR. SUNDLOF: I have no further questions.

7 Tender the witness for cross-examination.

8 CHMN. BULLIS: Thank you.

9

10

Mr. Herman, how much cross do you have?

MR. HEYMAN: I can get us out of here by

11

12

5:00, if you'd like.

CHMN. BULLIS: I don't want to cut off your

13 cross -examination I

14 MR. HEYMAN:

15 of cross-examination.

16

I just have a few minutes ' worth

Of .course, it always depends

upon the answers and not the questions .

17

18 CROSS-EXAMINATION

19

20 Q. (BY MR. HEYIVIAN) Mr. Bonsai, one of the

21 things I wanted to talk to you about is this concept

22

23

that I visited with Ms. Tripp about providing safe,

You mentioned it

24

25

reliable, and economic electricity.

a little bit toward the end of your testimony that

you're a public power entity and not a municipality.
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1 MARK BONSALL I

2

3

4

recalled as a witness, having been previously duly

sworn by the Certified Court Reporter to speak the

truth and nothing but the truth, was examined and

testified as follows :5

6

7 DIRECT EXAMINATION

8

9 Q. (BY MR. SUNDLOF) Mr. Bonsall, there's been

10

11

12

13

14

some questions raised by the Committee and other

participants here about the alternatives that SRP

looked at relative to both Kyrene and Santan as being

the preferred options, and there was a request by

Mr. Olea and others that you expand a little bit more

15 on what SRP has done to examine alternatives and what

16 the alternatives are.

17

18

19

20

21

22

23

And could you go ahead and

answer that question through your testimony and the

several exhibits that we've passed out, Exhibit 86?

I will do so briefly. I did want to say to

the Committee that this morning when I thought I

perhaps might be back on the stand, after listening to

the Supreme Court deliberations, I was prepared to say

how humbled and honored I was to take on this

24

25

position, after listening to that. Assuming that

you're at this point, after seeing the movie Galaxy

A.
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1

2

3

Quest play on the screen, I am just not sure what to

say; the importance of my testimony.

There was one item that I wanted to respond

4

5

6

7

8

to, if I might . It occurred during the sequence of

the hearing that I thought I might clarify is not on

the alternatives specifically, but there was seemingly

a question that arose, frankly, about EPG' s role in

And I wanted to clarify for the record that

9

10

11

12

13

Kyrene.

EPG did not really do any duties whatsoever in the

conduct of the Kyrene or Santan proceeding. They were

engaged in and developed mitigation alternatives for

Kyrene, alternatives through the CWG process, which

they did.

14

15

16

17

18

19 record.

20

Clearly, we used a landscape architect firm

that we use for other purposes when it got to the

point of detailed examination, and they are with us,

as a matter of f act, and we've engaged them in this

proceeding, so I just wanted to clarify that for the

That was not a question I think, but they're

just due to have that clarified.

21 Let me go ahead and address the alternatives,

22

23

24

if I might. I 'm going to show you the sites that we

looked at prior to concluding basically, Kyrene and

Santan were the direction that we wanted to head. We

25 did conduct what I would call a screening analysis on
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1 these various sites. Alternatives come and go, but

these are the ones that we felt were available to us2

3 at that point in time .

We have -- we are still reticent to share4

5

6

7

8

9

10

numbers related to anticipated profits or terms and

conditions or the developers might impose upon us and

pursue any given alternatives, so we basically have

presented numbers in this presentation, as you' ll see

in a minute, that only relate to the cost differences

that we would anticipate would arise between this and

11 kind of a base case .

12

13

We have not wanted to telegraph

our assessment of private developers ' intentions to

the market for, I think, obvious reasons .

14 To reiterate, we use this basically as a

These15 screening analysis to determine direction.

16

17

numbers were prepared on that basis, and are

If you've got more serious about aestimates .

18 specific site, you clearly would develop much more

detailed numbers associated therewith. And I think19

20 I ' ll refer to one such instance as I go through this

21 presentation.

22 So these are the sites.

23

As you see, the

range between the local region 1 and 2, Suntan,

24 Agua Fria, the Palo Verde region, Harquahala,

Gillespie, southern Arizona region, Mobile, Florence,25
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1

2

Saguaro, northwest Arizona region, Kinsman and New

River, which is No. 9. We do think they're

3

4

representative of any of the alternatives to be

pursued in respect to their areas .

One cf the f actors we did look at was cost .5

6

7

8

9

As I mentioned, I 'll show you a little bit about our

cost comparison. Of those four regions, as you see,

we 've got the alternatives arranged between northwest

Arizona, Palo Verde, southern Arizona, as well as the

10 On this chart is an example in each region of

the incremental costs that we assessed to that

local .

11

12 particular alternative .

13

14 region »

15 area C

That may not be the only alternative in that

I 'll explain what the differences are in that

But, for instance,. in the northwest region you

It was our assessment there16

17

18

see Kingman listed there .

was about a $40 mil l ion incremental cost for land,

In the Kinsman area transmission is

Transmission is a substantial19

water and gas .

about $95 mill ion.

20

21

22

23

driver amongst a l l  of  these a lternat ives,

environmental being negative 15, negative 15 meaning

that the costs of environmental mit igat ion outside of

the airspeed is in f act lower than the cost of

24

25 of offsets, if you wil l.

environmental mitigation inside the airspeed, the cost

That real ly transfers into a



3543

1 cost savings for any alternative outside the air shed.

We made an allowance for what we call2

3 These resources will

4

5

6

reliability. being more distant .

be subject to greater risk of interruption and of

costs necessarily to cure those interruptions, and

that will vary a bit depending upon the nature of the

7 resource I

8

9

If you add those up, those cost differences

relative to the base case, the base case for all

10

11

intents and purposes being Kyrene, 40 plus 95 minus

the 15, plus~ the 40, amounted to about a $160 million

12 difference for Kinsman.

13 There was another alternative in that group

14 besides Kingman.

15 No. 9.

That was New River, which was Option

New River would be towards the higher end of

16

17

18

19 now I

20

the range shown for the region, mainly because of the

expenses necessary to get gas to the New River region,

which is not there in sufficient supply as of right

There might be some transmission expense as well

associated with New River, but New River would be in

21 the upper end of that range.

22

23

Dropping to the Palo Verde region, you've got

They're

24

Harquahala, you've also got Gillespie.

Gi l lesp ie  is  a  l i t t le

25

basically pretty much a push.

bit f Arther out so there might be some transmission
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1

2

3

4

differential there, but we would anticipate again the

range differential between those two would be about

150 to $175 million, based on the factors that are

shown there for the Palo Verde region.

If we could move over to the southern Arizona5

6

7

8 Also included in

9 We would

10

11

12

13

14

15 But

16

region, again, you see the difference is about

$150 million as a result of the f actors that are

listed above for the Mobile option.

this region are Florence and Saguaro.

anticipate that Florence would be towards the upper

end of that region range because of gas considerations

getting gas into the Florence area. We would think

that Saguaro would be higher up in that range because

of greater relative transmission deficiencies that

would have to be overcome. for the Saguaro site.

those are the three sites in that region.

17

18

19

20

21

22

23

24

I 'm going to rack up how we viewed these

things subsequently, but we also looked at

alternatives in the local area, Agua Fria in

particular, that ' s in the upper right-hand corner.

The biggest difference here is transmission, because

the system need, as I think you've heard in prior

testimony, is really in the southeast valley.

Frankly, getting capacity from the northwest of the

25 valley to the southeast valley without substantial
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1

2

3

disturbance on the transmission system between those

two points would require some pretty substantial

incremental transmission investment, mainly on APS '

4 network I It is insufficient to handle. The ability

5

6

7

8

9

10

to transfer capacity from the northwest to the

southeast, Agua Fria itself as a local alternative was

not particularly attractive because we didn't feel the

transmission system was sufficient to handle the job

and supply the southeast valley.

As I indicated, we believe that these

11

12

estimates are very, very conservative, and as you'

recall for one set of options, Palo Verde options,

13 . Mr. Areghini gave you an estimate, a much more

definitive estimate what it would take from a14

15 transmission perspective to make one of those options

16 viable, and he did show, as you'll recall, the region

that would need to be served with incremental17

18

19

transmission, those options to be pursued as well as

the lines that he would feel would be incrementally

20

21

necessary to make that work.

And recall that those lines that he showed on

22

23

this chart amounted to something in the neighborhood

of an incremental $200 million investment or

24 The point being, as you got closer to a

25 given alternative, more definitive engineering

thereabouts.
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1 estimates would be made . In fact, the likelihood, I

2 believe most of these cost estimates would go up, not

3 down .

4

5

6

7

8

9

10

11

12 From a timing

13

14

15 All of these

16

17

Transmission has not only a substantial cost

impact, but obviously a substantial environmental

impact as well, so let me take you back to how we

basically racked up these alternatives.

For reasons that have been discussed pretty

extensively thus far in this proceeding, we really

believe that the Santan option is by f ar and away the

preference on the basis of the totality of these

factors, but as well individually.

perspective it is the one that is not dependent on

others, it is dependent on SRP, and it is not

dependent upon incremental. transmission.

Options 3 through 9 are dependent upon incremental

transmission investment and others, construction

18 activity .

19

21

22

23

24

•

In regard to reliability, Suntan and

20 Agua Fria, both local options, assuming that you could

in fact, in a timely fashion, put in the transmission

necessary to make Agua Fria do the job, would have a

favorable impact overall in system reliability,

because they are, in fact, local options. They are

not outside the ring, they would be inside the ring25
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1

2

3

4

and both could suffice for reliability purposes .

The environmental column is really kind of a

composite view, in our opinion, of the elimination of

the need for a substantial amount of incremental

5

6

7 W e

8

9

10

11

12 All the rest of

13

14

15

16

17

18

19

20

21

22 Others are not

23

24

25

transmission, as we've articulated previously, as well

as local options do require the attainment of offsets.

We think that is in fact the right thing to do.

don' t consider the regulations that require offsets at

all to be a penalty, but rather to be an inducement,

frankly, to do the right thing, and we think that s an

environmental plus, to develop on a local basis.

Clearly, it's a plus on a cost basis.

the alternatives are negative.

Compared thereto I spoke in my testimony to

price risk management. Santan is clearly a plus,

Agua Fria is a plus as well . All of the other

alternatives are either pluses or minuses, depending

upon who develops them and what their pricing

mentality is. If it is us, it's a plus, because as

I 've testified before, we're not profit maximizers and

we' re not interested in pricing what the market will

bear, but rather what our costs are.

of that mind, and it's not a criticism, that 's what we

believe to be the most consumer friendly thing to do.

So in conclusion, I would remind the
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1

2

Committee that this proposal is intended to serve the

retail consumers of SRP first: and foremost .

3 different from other proposals that you may see .

not intended to serve the market . It is intended to4

5

6

serve SRP retail customers, and in the way that SRP

traditionally does, again being cost minimizers and

7 not profit maximizers .

8

9

10

11

12

We have a statutory obligation, frankly, to

keep the lights on and to do it in the right way, and

hence the extensive, I think, mitigation elements to

this plan which you have seen, and our willingness to

pursue further, including those suggested by Member

Smith.13

14

15

16

17 for .

18

19

There was another article in the paper this

morning about -- The Wall. Street Journal, about what

happens to systems that are not adequately provided

And you see that happening in spades in the

State of California today, and it continues on, and

We really don't want that toit's going to get worse.

20

21

22

23

24

25

happen to our customers, I know you don't either, for

it to happen in the State of Arizona.

We do believe this proposal is absolutely

critical to SRP attaining its mission to provide low

cost and quality power to our consumers, and that is

the conclusion that we reached, that the best thing
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1

2

3

4

5

6

7

SRP, along with the Department of Economic

Security, ASU, U of A, and the Blue Chip Forecast, ,

expects growth to moderate somewhat, with our own

forecast being at 3.7 percent. It clearly does not

appear that growth will evaporate. Even if growth

initiatives pass, it's more likely than not that

growth will accelerate into our service regions, not

decelerate.8

9

10

11

SRP, as the distribution provider and

provider of last resort, has a legal as well as an

ethical obligation to take all reasonable steps to be

sure that our customers have a reliable and low cost12

13

14

supply of electricity when it is needed.

Santan is ideal from another perspective.

It has access to water,15 SRP already owns the site .

16 It needs no new

17

water disposal and some natural gas .

transmission to get the energy there for it could be

It would have to be distributed from18

19

20

there already.

there, that ' s true, but to get that amount of capacity

to that point in the East Valley would require no new

incremental transmission .21

22

23

24 the summer of 2004 .

We're planning Santan for the summer of 2005 .

It's possible that we could need a portion of it for

We can meet this time frame . We

25 don' t believe any other alternatives could do this .
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1

2

From a timing perspective, Suntan is f ar better than

any alternative .

3 Local generation is

4

Second, reliability.

important for two reasons related to reliability:

5

6

7

8

First, it provides necessary voltage support .

Voltage support is essential to . maintain power

quality. As power travels over distances, voltage

drops. A load center this size cannot exclusively

And we have not added9 depend on remote resources |

10

11

local generation in a long time .

additional voltage support .

The system needs

Santan will provide much-

12

13

needed local voltage support to both our 69 and 230kV

systems, and no other option meets this essential need

14

15

16

17

18

as effectively as new generation at Santan.

Second, since the substantial majority of

outages result from outages on the transmission or

distribution system, local generation will increase

system reliability because precisely of its proximity

19 to load. Local generation acts as a surrogate or

20

21

22

replacement for transmission in effect in providing a

backstop to whatever interruption may occur .

Third, certain environmental f actors. And I

23 clearly will not address all of them. We have a

24 But as to

25

witness coming up to speak to other issues .

transmission, Santan is unique in that it can add

fun l I all I 1111-1
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2

3 Q.

4

1 particularly the air quality, air modeling report was

conducted over a number of months prior to that.

And when would that have. begun?

It was early in the year 2000.

recall the exact date.

A. I don't

5

6 Would you turn to the application, page 1,

7

Q ¢

introduction .

8 A.

9 Q 1

need .10

11 A.

12

13

14 And

15

16

Okay.

Third paragraph down, you see the project

Do you see that section?

Yes.

Q- If you come down to the second paragraph, and

I'll just point you to the part that I'm interested in

asking you some questions about the application.

apparently you are saying that the new facilities are

also needed to maintain and improve the reliability of

17 the electric system. Do you see that paragraph?

18 A. Yes .

19 Q.

20

You go on to say, proper system planning

dictates a mix of local and remote generation. Local

21

22

23

generation is necessary to maintain voltage levels and

provide recourses in the event of an outage of the

And I might as well finish it .

24

system component .

There ' s only one more sentence .

25 generation has been built in the East Valley since the

Yet no local

I Illll
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1 mid 19708.

2

3

4

5

6 generation.

The Santan Expansion will partially

address this element of system operation. .

We 've heard yesterday from Mr. Bonsall that

as recently as January 1998, SRP had indicated to the

Corporation Commission it was not planning any new

Do you recall that testimony?

7 A.

8

9

10

11

Yes, I recall that testimony.

Q- If proper system planning dictates a mix of

local and remote generation and local generation is

necessary to maintain voltage levels, when did SRP

decide that proper planning dictated the Santan

13

12 project?

A.

14

15

The planning for this project and for the

Kyrene project took place in -- as I recall, in the

summer or -- mid to late '98, That's when we started

16 discussions in-house and started analysis on those two

17 projects.

Q.18

19

20 A.

21

22

23

So prior to that time, proper system planning

did not require local generation?

I think the statement here is a general one

that indicates that for a system of the size of Salt

River Project that you really need a balance of

generation located where the customer load is as well

24 as generation remote from the load. I think the

25 important part here -- the important point: to make is

l ll Lu lull mm I11u
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1

2

significant capacity to the system without building

new transmission because the supply would be at the

Other alternatives would have to3

4 get it there.

5 significant new transmission at the 500kV and/or 230kV

load center already.

Other alternatives thus would require

6 levels.

7

8

9

By necessity, this new transmission must be

through existing neighborhoods and areas planned for

new residential development. In his testimony,

10 Mr. Areghini discussed a possible alternative with two

11 500kV lines and three or four 230kV lines, involving

While12 more than some 600 new transmission structures

13 this is only one alternative, all alternatives other

14

15

than Santan would require significant amounts of new

The impact to homeowners on anylocal transmission.

16 of these transmission alternatives is, in our

17 experience with our customers, greater than the impact

18 of the f facility in Santan. We conclude on the basis

19

20

of this consideration that Santan is the preferred

environmental alternative regarding the transmission.

21 Fourth, risk parameters . There are three

22 elements of risk that this proposal effectively

23 addresses :

25 adequate resources

First, this proposal increases assurance of

An advantage of SRP building at
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1

2

3

and both could suffice for reliability purposes .

The environmental column is really kind of a

composite view, in our opinion, of the elimination of

the need for a substantial amount of incremental4

5

6

7 W e

8

9

10

12 All the rest of

13

14
I

15

16

17

18

19

20

21

22 Others are not

23

24

25

transmission, as we've articulated previously, as well

as local options do require the attainment of offsets.

We think that is in fact the right thing to do.

don' t consider the regulations that require offsets at

all to be a penalty, but rather to be an inducement,

frankly, to do the right thing, and we think that ' s an

environmental plus, to develop on a local basis.

Clearly, it's a plus on a cost basis.

the alternatives are negative.

Compared thereto I spoke in my testimony to

price risk management. Qantan is clearly a plus,

Agua Fria is a plus as well. All of the other

alternatives are either pluses or minuses, depending

upon who develops them and what their pricing

mentality is. If it is us, it's a plus, because as

I 've testified before, we're not profit maximizers and

we 're not interested in pricing what the market will

bear, but rather what our costs are.

of that mind, and it's not a criticism, that's what we

believe to be the most consumer friendly thing to do.

So in conclusion, I would remind the
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1 Santan is that it provides assurance that the resource

2

3

4

5

will be built when, as well as where, it is needed.

There are many merchant plants proposed. They all

have transmission challenges getting to the load

Some are being built, some will be .center | Others

6 will remain proposals.

Others will look elsewhere.

Some will look to serve this

7 market . We maintain

8 communication with these developers in pursuit of

9 reasonable transactions for our customers 1 There is

10

11

some capability here, and we continue to pursue it .

However, we believe that Santan will absolutely be

12

13

14

necessary to assure sufficient resources to serve the

load in the Valley in any case.

Secondly, the addition of local SRP-owned

15

16

gas-fired resources provides an attractive and a

desirable addition to the portfolio of resources that

17 SRP uses to meet customer need.

18

Although gas-fired

resources today are a relatively small portion of

19

20

SRP's current portfolio, adding additional gas-fired

resources will help balance SRP's portfolio for

21 meeting customers' needs.

23

Lastly, both the Kyrene and the Santan

projects provide our customers with a critically

24 During

25

important layer of price risk management .

tight market conditions, market prices become
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1 decoupled from underlying costs as a result of supply

2 shortages. This is particularly the case during . .

Prices3 periods of transmission congestion or outage .

4 rise to whatever the market will bear. Such is the

5

6

condition today, and it appears that it ' s going to

stay that way for some time. It is this condition

that has led to enormous consumer unrest in7

8 The Suntan resource is strongly preferred

because it will help insulate SRP customers from these

California.

9

10 kinds of price movements.

Fifth, cost.11 Clearly Santan is the preferred

It uses an existing site,12 option on cost grounds .

13 some existing common f abilities . It does not require

14 incremental transmission and less investment in gas

15 supply than other alternatives Being positioned

16 where it is as well has benefits associated with

17 Being

18

19

20

21

22

voltage support and other reliability factors.

the type of resource that it is, highly efficient,

flexible, environmentally friendly combined cycle

natural gas technology, it can respond to changes in

load as well as produce energy effectively. All in

all, Santan is a cost-advantaged proposal.

This leads me to my last criteria, which is23

24

25

congruence to mission. SRP is a public power entity

and a political subdivision of the state. As such, we
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2

3

existence of the Santan plant don't necessarily make

the zoning code developed today, and approved by the

council, being used for new zoning cases today doest'

4 necessarily apply in retrospect . We can't go back and

5

6

7

legally enforce current standards on existing and

approved zoning and existing and approved uses with

grands adhered rights .

8

9

10

11

To the extent that the questions are going to

continue along what are the current town zoning

standards and so forth, I can try to respond as best I

In terms of the legal environment that we allcan ¢

12

13

14

15

16

find ourselves having to operate under and the

municipal environment, whether it be Supreme Court

findings about illegal takings and grands adhered

rights and what you can and can' t take, you're going

to have to get an attorney up here to answer a lot of

17 those issues ¢

18

19

20

21 to that time .

22

23 that .

24

25

But in the context of this plant, this

annexation, the fact that the plant existed at the

time we annexed it in 1984, it was constructed prior

We brought it in with the knowledge it

was a plant. We knew that, and we're willing to say

But along with that came certain rights that

regardless of what the zoning code of the year 2000

suggests ought to happen, it ' s difficult to go back
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1 I n

2 Michael can hit me up

3

and retroactively apply a lot of those standards.

fact it is legally impossible.

side the head if I start turning into too much of an

4

5

6

7

attorney. It's my understanding it's legally

impossible to go back and try to impose today's

standards on something that have grands adhered rights

and uses under zoning law.

8 CHMN • BULLIS : Thank you . I appreciate that

10

9 That was helpful .

MEMBER TOBIN : One other thing.

11

12

13

I guess, as

I mentioned very, very early in the hearing, again, I

would offer out that you have certain points that

Think about where the best

14 It may not be with

15

16

17

18

19

you're trying to make.

place is to make those points.

this particular witness. It may be you have to get

somebody and bring them in in your case in chief.

Think about what it is you want to tell us, then

figure out is this individual to do that or do you

need to bring somebody in when it ' s your turn to make

20

21

the point you want to make, because not always will

the witnesses that are coming in for SRP be able to

22

23

24

help you make the points you want to make.

Ms. PARRAULT: Thank you.

Let me table that.Q.

25

(BY MS. PARRAULT)

Are you aware that 300 homes were recently
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1

2 I believe so.

3

4 M.E. stands for multiuser

5 It's not a zoning

6

8 Q.

12 And my

13

compatible with the Town of Gilbert general plan?

A. That ' s the purpose behind the

M.E. designation in the general plan in the 1994

general plan for the site.

employment. It's a general plan.

classification, it's just a land use designation.

7 within the general plan.

And my last question is one that you don't

9 have to answer today, but I 'm going to take up

10 Mr. Michaud's offer of yesterday that I said I didn't

11 want but I ' ll take it up now, is that he would take

questions back to the town council, I guess.

question is: If the CEC is approved by this

Committee, are there any conditions that the town

15 would like imposed on the. CEC that the town feels

16 would benefit the town and the residents? And that's

14

17 something for the town to think about, and to get back

18 with this Committee on if they feel there' s something

19 that they would like added as a condition.

CHMN. BULLIS:

Thank you .

20 Thank you .

21 Mr. Sandie .

22 MEMBER SUNDIE : Yes, I have a couple

23 follow-up questions on water.

24

25
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1

2

3

to follow on, I think that the overall process is

pretty well shown in the application on Exhibit B-1 .

And on that exhibit, what you can see is that there

are a number of different activities that occur during4

5

6

7

8

a project like this that begin to, or rather do

integrate technical studies with environmental

studies, as well as public involvement activities.

EPG's role in this process was to assist in the

facilitation of that.9 And then, as I explained

earlier, we also conducted individual studies for the10

11

12

project

Q. Would you please summarize the results of

13 your studies

14 A. Let:'s see if I can make this work.

15 Yes .

16

The first thing I'd like to address is

the question of land use, which EPG was responsible

17

18

19

for preparing the evaluation. I think, as everyone

knows here, that the existing site is a site that's

been highly disturbed. It's a site which currently

It is a site that at this20

21

has a power plant on it .

point in time does have residential areas to the

22 It also has a retail

23

24

north, the east and the south.

development area, which is actually currently being

constructed upon at this point in time, to the west .

From a future land use perspective, if you25
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1

2

look at the Gilbert general plan, what it has been

designated is called the multiuser employment area,

which is an area which accommodates industrial use .3

4

5

For those reasons, from purely a specific land use

perspective, we would expect the impacts of those

resources to be minimal to low.6

7 Q. Mr. Palmer, can you describe what was unique

8

9 A. Yes .

10

11

12

13 Q. You can't read the slide.

14

15

about the Santan Expansion Project planning process?

I'm going to spend a little bit of time

with this, because I really think it was probably the

backbone of *the process that was used to direct the

outcome of the plans that have been --

Let me just stop.

I want to make sure everybody has that in their

exhibit books and is able to see it. It's in the

16 books, I believe it's exhibit:

17 CI-IMN. BULLIS: 75-3

18 MR. SUNDLOF : 75-3 •

19 THE WITNESS :

20

21

22

23

24

25

What you see here outlined are

a series of tasks that we went through with the

process in order to do the assessment process and

mitigation planning. I guess the blocks that you see

in the lighter green, I would say, are pretty much

traditional steps that you must take for any type of a

planning process, at least such that we've been
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1 MR. BERGDALE : Yes .

2

3

4

And I guess you must put

it in the context as this power plant: has been in

there for a number of years and you people, the

people, the residents of Gi lbert moved in, around this

5

6

7

8 I n

9

10

11

12

13

14

15 Key Biscayne Road, do you

16

area, and felt that it was a good place to live, as

you've all talked about for a long period of time.

The attempt here has been to say yeah, there was

existing facility, it had existing screening.

order to put a new facility in there or continue this

kind of usage you would take out some of the old

facilities like the tanks, you would do a better job

of screening or landscaping and make it more part of

the neighborhood. So yes, it is definitely

compatible.

Q. (BY ms. PARRAULT)

remember that, Randy?

17 A. Yes .

18 Q. I don't think I saw a slide. Remember we had

19

20

21

22

23

driven there and asked you, told you that it was a

straight shot as you're driving down Key Biscayne and

the vision of the plant was, there was nothing

stopping you from seeing it?

A. Yeah, actually, I remember that quite well.

24 And we had an original view from Key Biscayne which we

pulled, which was right at the corner of Warner and25
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1

2

3

4 Q.

5

6

appropriate way to do this would be to just put one

new unit, I might even get talked into two, but

definitely not three.

You in the past have asked SRP for data

information individually and personally in meetings

and other forms of communication, is that true?

7 A. That's correct.

8 Q. And were you satisfied that all those

9 requests were met?

10 By and large I 've received the bulk of

the information that I 've asked for.

A.

11 However, I

12

13

have repeatedly asked for a breakdown of the

aggregate amounts of the air quality contaminants

that will be released into the air shed and I've14

15

16

also specifically asked for air modeling data under

a variety of weather and atmospheric conditions for

those contaminants .17

18

19

20

My concern has always been that the bulk

of the air quality improvement that would be

received would be from a reduction of the NOt and

21 And I was

22

23

the SOx, primarily the nitrous oxides .

concerned that the carbon monoxide, the PM-10s and

the VOCs would increase with the increased burning

24 That 's one of the things that

25

of natural gas .

happens when you burn fossil fuels .



INTERGOVERNMENTAL AGREEMENT
BETWEEN THE TOWN OF GILBERT

AND THE
SALT RIVER PROJECT

This Intergovernmental Agreement is entered into rhis, 2 s *day ofkpél , 2000 by
and between the town of Gilbert, Arizona, a municipal corporation of the State of Arizona
("Town") and the Salt River Project Agricultural Improvement and Power District, a political
subdivision of the State of Arizona ("SRP").

RECITALS

1. SRP is authorized by law to generate and distribute electric power and
provides such electric power to customers in Town in SRP's exercise of its governmental
capacity.

SRP has notified Town that in order ro meet projected demands in the Town
and surrounding areas it is necessary to expand the Santan Generating Plant ("Plant"), an
existing electric generating facility in Town, by adding 825 MW of additional generating
capacity.

SRP has initiated and participated in the Santan Community Working Group,
which includes representatives of the Town and the community, to address issues raised by the
Plant expansion. The Santan Community Working Group has recommended measures to
improve the Plant property and the surrounding area.

4. The Parties desire to implement the recommendations of the Suntan
Community Working Group and to institute cooperative action in conjunction with the expansion
of the Plant through the actions set forth in this Intergovemrnental Agreement.

5. Town is authorized to enter into this Intergovernmental Agreement pursuant
to A.R.S. § 9-240 and SRP is authorized to enter into this Intergovernmental Agreement pursuant
to A.R.S. § 48-2337.

NOW THEREFORE, in consideration of the mutual promises contained herein,
die Parties agree as follows:

1. SRP OBLIGATIONS: Contingent upon SRP receiving the necessary
approvals for expansion of the Plant, SRP shall, at its cost, cause the following to be performed:

o

o

1.1 Improvements to Warner Road and Val Vista Road: SRP shall, at its cost,
improve or pay the cost of improving the portion of Warner Road and Val Vista Road adjacent to
the Plant property boundary. Improvements shall include, but not be limited to, (i) improving the
south half of Warner Road and the east half of Val Vista Road, including the construction of
sidewalks, a median and street lighting facilities, and (ii) installation of landscaping on the north
side of Water Road. All such improvements shall comply with Town standards and the Town

3.

2.



shall maintain all landscaping improvements not located on Plant property. As part of such
improvements, SRP shall pay the cost of relocating the existing 69 kV line and other electrical
facilities as relocation may be required by the constriction of the improvements.

Screening of the Plant: SRP shall provide screening on the north and west
sides of the Plant property. Such screening shall be compatible with the design and landscaping
of Wamer Road and shall be approved by Town. Screening on the north side will be evaluated
as pM of the Wamer Road improvements described in Paragraph 1.1 and as may be determined
by the Santan Cormnunity Working Group on or before December 31, 2000. Screening on the
west side will include evaluating the use of berms, vegetation, architectural treatment and/or
walls. SRP will remove the northern fuel tanks (which is necessary to construct the Plant
improvements) and will paint the remaining tank.

1.2

1.3 Trail Extension: SRP shall design and construct or pay the cost of
construction on the east edge of the Plant property a horseback/hiking trail, crossing lights, and
trail heads at both the north and south end of the trail. At the south end, a bridge over the canal
into Crossroads Park shall be constructed. SRP will delineate property boundaries and dedicate
the property to the Town, retaining appropriate property rights for necessary transmission lines
and transmission line access. The Town will be responsible for ongoing maintenance.

1.4 Rerouting of Canal at Ray Road: SRP shall reroute the SRP Eastern Canal
at Ray Road to eliminate the portion parallel to Ray Road. The Town agrees to grant any
necessary easements over its property to facilitate the rerouting. The canal relocation is subject
to the paramount rights and appropriate approvals of the United States, and shall acknowledge
the prior rights of the United States and SRP.

1.5 Training Tower Removal: SRP will remove the lattice tower transmission
training tower presently on the Plant property.

1.6 Revegetation Along New RS 18 Line: For a distance of one mile going
north from Plant property boundaries, SRP will restore any vegetation damaged or destroyed
along the RS 18 line as a result of the construction of the line. Vegetation which dies within six
months of the work will be presumed to have resulted from the construction of the line and will
be replaced at SRP's cost.

1.7 Dust Control Along Canals: SRP shall be responsible for meeting
applicable PM-l0 standards along SRP canal banks. The Parties acknowledge that Town has no
jurisdiction to enforce such standards.

g

1.8 Offsite Tree Planting: SRP shall develop an offsite tree planting program
in the local impact area (without maintenance) pursuant to mitigation concepts developed and
accepted by the Santan Community Working Group on or before December 3 l , 2000.

TOWN OBLIGATIONS: Town agrees to do the following:

•

2.

2
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2.1 Acceptance of Dedications and Improvements: Upon completion in
accordance with Town standards, Town shall accept the dedication and improvements described
in Paragraphs l.l and 1.3.

r

2.2 Cooperation with SRP: Town agrees to work cooperatively with SRP in
order that the agreements of SRP contained in Paragraph 1 will not be unreasonably delayed.

2.3 Regulatory Testimony: The Town recognizes SRP and the Suntan
Community Working Group have identified measures over which the Town has jurisdiction and
which will serve to mitigate impacts the Plant expansion will have on the community. The Town
recognizes it has a role in implementing these recommended measures and it therefore agrees it
will provide supportive testimony regarding the public process which led to this
Intergovernmental Agreement and the agreements contained herein,

'»
J . SRP EXERCISE OF ITS GOVERNMENTAL POWERS.

The parties acknowledge that the Town does not have zoning jurisdiction over
SRP in SRP's exercise of its governmental functions.

PARTIES TO NEGOTIATE FURTHER AGREEMENTS:

4.1 Cooling Water: Town and SRP explore the possibility of SRP purchasing
from Town a supply of cooling water for the Plant. Any such agreements for the purchase of
cooling water may include, but not be limited to, the following water supplies:

4.1 .1 Surface water available in Town's domestic water service account.

4.1.2 CAP water allocated to or leased by Town.

4. 1 .3 Recharge credits earned by Town in SRP's Groundwater Savings Facility.

4. 1 .4 Reclaimed water owned by Town.

4.2 Discharges of Cooling Water: Town and SRP will explore the possibility
of an agreement for the use of Town's facilities for the discharge of cooling water from the Plant.

4.3 Natural Gas Supply: Town agrees to cooperate to the extent of its
governmental Powers to facilitate the SRP access to its natural gas supply.

5. GENERAL PROVISIONS:

5.1 Notices: Any notice, consent or other communication ("Notice") required
or permitted under this Agreement shall be in writing and either. delivered in person, sent by
facsimile transmission, deposited in the United States mail, postage prepaid, registered or
certified mail, return receipt requested, or deposited with any commercial air courier or express
service addressed as follows:

4.



If to Town of Gilbert:

Town Manager
Town of Gilbert
1025 South Gilbert Road
Gilbert, Arizona 85296
(480) 503-6862 (telephone)
(480) 497-4943 (facsimile)

with a copy to :

Gilbert Town Attorneys
c/o Martinez & Curtis, P.C.
2712 North 7m Street
Phoenix, Arizona 85006-1090
(602)248-0372 (telephone)
(602) 274-2381 (facsimile)

If to SRP:

Terrill A. Logon
Corporate Secretary
Salt River Project
Post Office Box 52025
Phoenix, Arizona 85072-2025
(602) 236-5005 (telephone)
(602) 236-2188 (facsimile)

with a copy to :

Corporate Counsel
Salt River Project
Post Office Box 52025
Phoenix, Arizona 85072-2025
(602) 236-2249 (telephone)
(602) 236-2188 (facsimile)

Notice shall be deemed received at the time it is personally served, on the day it is sent by
facsimile transmission, on the second day after its deposit with any commercial air courier or
express service, or, if mailed, five days after the Notice s deposited in the United States mail as
above provided. Any time period stated in a Notice shall be computed from the time the Notice
is deemed received. Either part may change its mailing address or the person to receive Notice
by notifying the other party as provided in this paragraph. Notices sent by facsimile transmission
shall also be sent by regular mail to the recipient at the above address. This requirement or

4

.I



duplicate notice is not intended to change the effective date of the Notice sent by facsimile
transmission.

Governing Law: This Contract shall be governed by the laws of the State
of Arizona.

5.3 Duration: This Agreement shall remain in effect until the actions
contemplated or required herein are completed by the parties.

5.4 Conflict of Interest: This Agreement may be terminated pursuant to the
provisions ofA.R.S. Section 38-51 I.

5.5 Successors and Assigns: This Agreement shall not be assignable, except
at the written consent of the parties hereto, and it shall extend to and be binding upon the heirs,
executors, administrators, successors and assigns of the parties hereto.

5.6 Additional participants in the Plant: SRP may include other participants in
die operation, ownership and /or financing of the Plant expansion, provided however, that the
addition of other participants shall not reduce or modify the obligations set forth herein.

IN WITNESS WHEREOF, the parties hereto have caused this document to be executed the date
and year first herein above written.

TOWN OF GILBERT,
A municipal corporation

SALT RIVER PROJECT
AGRICULTURAL IMPROVEMENT
AND POWER DISTRICT,
a political subdivision

By: By: )

Mayor
,z'/4444% =4@<
Wllham P. Schrader, President

ATTE ATTEST AND COUNTERSIGN:

W W/ 4, ,4@/
Ms. Cathy Templeton;To Clerk

9  / . .1 ..764 w6 4,
Temlll A. Lon of, Corporate Secretary

_. ,Q
.Dunham,

5.2

5



ATTORNEY DETERMINATION r \\1

In accordance with the requirements of ARS Section 11-952(D), each of the undersigned
attorneys acknowledge that: (1) they have reviewed the above Agreement on behalf of
their respective clients, and, (2) as to their respective clients only, each attorney has
determined that this Agreement is in proper form and is within the Powers and authority
granted under the laws of the State of Arizona.

-*-

0 <  j Q _
For the Town of Gilbert

>.94/' \̀
For the Salt River Project Agricultural
Improvement District

Date
. 0 224> Date

r
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BEFORE THE POWER PLANT AND TRANSMISSION

LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

12

IN THE MATTER OF THE APPLICATION OF)
SALT RIVER PROJECT OR THEIR )
ASSIGNEE (S) I IN CONFORMANCE WITH )
THE REQUIREMENTS OF THE ARIZONA )
REVISED STATUTES 40-360.03 AND )
40-360.06 FOR A CERTIFICATE OF )
ENVIRONMENTAL COMPATIBILITY )
AUTHORIZING THE CONSTRUCTION OF )
NATURAL GAS-FIRED, COMBINED CYCLE )
GENERATING FACILITIES AND )
ASSOCIATED INTRAPLANT TRANSMISSION )
LINES, SWITCHYARD IN GILBERT, )
ARIZONA LOCATED NEAR AND SOUTHEAST )
OF THE INTERSECTION OF VAL VISTA )
DRIVE AND WARNER ROAD. )

)

L-00000B-00-0105

CASE no. 105

13 At:

1 4 Date:

Mesa, Arizona

November 22, 2000

1 5 Filed:

16
REPORTER' S TRANSCRIPT OF PROCEEDINGS

17

18
VOLUME VII

(Pages 1455 through 1708)

19

20 INC

21

22

ARIZONA REPORTING SERVICE I
Court Reporting
Suite Three

2627 North Third Street
Phoenix, Arizona 85004-1103

23 By : CECELIA BRQOKMAN,
CCR no. 50154

RPR
Prepared for:

24
Ms. SANDIE
Member

SMITH
25
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1

2

earlier that concepts were developed in part through

the evaluation of the Gilbert general plan. Could ,you

3

4 A. I think that if you review

5

6

7

expand on that concept?

Yes, certainly.

the Gi lbert general plan and you look at several of

the di fferent elements, again, there's a lot of keys

to be drawn from those elements. I think one of the

8

10

11 I think they

12 I think that

13

things that they talk about specifically has to deal

9 with the development of agreements and working

together with groups like the regional water

conservation~area, and SRP specifically.

look towards that type of. involvement.

the IGA is a direct reflection of that intent, and

14

15

16

17

18

19

20

21

actually, the CWG, in a lot of ways, was indicative of

the kinds of working group that they like to see in

context with projects like this.

As well, I think there are really some more

specific examples that you can draw from their plan,

which I think in the context of a specific area that

we were looking at, gave us some pretty good clues,

and the question about the trail system, the

22

23

24

25

development of that trai l  system, was specifical ly

designed to al low for the things that the general plan

speci f i es. I think that the development of many of

the mitigation measures that we identified were based
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Area A: warner Road
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Sheet 2 of 1
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EXHIBIT 89



Designate Town's
point of contact
(project manager)
Designfplanningf
engineering/
maintenance staff
participation
Provide Town
engineering and
design standards

Town design review Staff participation

• Participate in review
meetings

• Assist in plan
revisions

•

•

Generation/
transmission/
operations/
maintenance staff
participation
Designate SRP's point
of contact
Reine project
description & survey

I
Task 1 - Bunch!!! plan

Review
Task2-Tnvm of Gilbert Task3-plan Revisions

Review
• Document comments

Revise plan
Prepare final
preliminary designs

•

•

Review CEC .
conditions and
concepts
R€vis€as appropriate
based on refined
project description
and CEC conditions
Conduct additional
studies, if needed
Develop preliminary
designs for each area

0

•

• CWG meetings •

•

CWG meetings
Newsletter (announce
open house)
Open house•

•

CWG meetings
Newsletter (announce
process initiation)
News release
Open house

I

I



• • Review• Town desigWplanning
review

Participate/review Town's project
manager to monitor
Provide final
inspection services

•s

•

Review final plan
Participate in
meetings for review

• Participate/review Provide construction
monitoring

Implementation

Task 4 - final Plan
.Develnllment

Task 5 - Frellare
Bonslrucliun
Documents and
Maintenance
Plan

Task s -lmnlementauun ) Taskl- Maintenance

•

•

Submit final plan for
review .
Finalize plan
Prepare construction
documents .

Construction
Prepare as~bui1t
drawings
Monitor construction

CWG meetings •

C

Newsletter (announce
completion)

CWG designee for
monitoring

•

CWG meetings
CWG participation in
Town review
Newsletter (announce
finalization of plan)
Open house

.¢¢4'.;.,'x : .
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Santan New Conditions

Introductory note: These new conditions are renumbered. Shown in italics is the
derivation of each new condition. "Standard conditions" are the six conditions
that usually accompany CEC orders for generation projects. "SRP conditions"
are the 21 conditions submitted by SRP. The 'Tobin conditions"are fen
conditions summarized by Committee member Tobin, which summarize
conditions proposed by various in tewenors. The "Olea conditions"are the
additional conditions suggested by Committee member O/ea.

New Condition 1

This condition is Standard Condition 1

Applicant shall comply with all existing applicable air and water pollution
control standards and regulations, and with all existing applicable
ordinances, master plans and regulations of the State of Arizona, the
Town of Gilbert, the County of Maricopa, the United States, and any other
governmental entities having jurisdiction.

New Condition 2

-This condition is Standard Condition 2. SRP requests six years, rather than five.

This authorization to construct the Project will expire five (5) years from
the date the Certificate is approved by the Arizona Corporation
Commission unless construction of the Project is completed to the point
that the project is capable of operating at its rated capacity, provided,
however, that Applicant shall have the right to apply to the Arizona
Corporation Commission for an extension of this time limitation.

New Condition 3

This condition is Standard Condition 3

Applicant's project has two (2) approved transmission lines emanating
from its power plant" transmission switchyard and interconnecting with the
existing transmission system. This plant interconnection must satisfy the
single contingency criteria (N-1 ) without reliance on remedial action such
as a generator unit tripping or load shedding.

New Condition 4

This condition is Standard Condition 4

New Santan Conditions
Page 1
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Applcant shall use reasonable efforts to remain a member of WSCC, or
its successor, and shall file a copy of its WSCC Reliability Criteria
Agreement or Reliability Management System (RMS) Generator
Agreement with the Commission.

New Condition 5

This condition is Standard Condition 5

Applicant shall use reasonable efforts to remain a member of the
Southwest Reserve Sharing Group, or its successor.

New Condition 6

This condition is Standard Condition 6

Applicant shall meet all applicable requirements for groundwater set forth
in the Third Management Plan for the Phoenix Active Management Area.

New Condition 7

This condition is a combination of old SRP conditions 1 and 4, Tobin condition 9,
and Olea condition 13 _

With respect to landscaping and screening measures, including the
improvements listed in the IGA, Applicant agrees to develop and
implement a public process consistent with the process chart (Exhibit 89)
presented during the hearings, modifying the dates in the IGA with the
Town of Gilbert, if necessary, to correspond with the schedule in Exhibit
89.

The new Community Working Group (CWG) will consist of 12 members,
selected as follows: three members selected by the Town of Gilbert, three
members selected by neighborhood homeowner associations, three
representatives selected by intewenors, and three members selected by
SRP (not part of the aforementioned groups) who were part of the original
community working group. Applicant and landscaping consultants shall
act as advisors to the CWG. CWG meetings shall be noticed to and be
open to the general public.

The objective of the CWG shall be to refine the landscaping and mitigation
concept plans submitted during these hearings (Exhibit 88). The CWG
shall work within the scope of commitment by Applicant for onsite and
offsite improvements to achieve appropriate visual mitigation of plant
facilities and to facilitate the design and installation of the concept plan
components so as to maximize the positive impact on the community and

New Suntan Conditions
Page 2
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to increase, wherever possible, the values of the homes in the neighboring
areas. The refinement of the mitigation plans shall be reasonably
consistent with the planning criteria of the Town of Gilbert, the desires of
neighboring homeowner associations, and the reasonable needs of
Applicant.

Applicant shall retain an independent facilitator to conduct the CWG
meetings. It shall be the role of the facilitator to assist in initial education
and in conducting an orderly and productive process. The facilitator may,
if necessary, employ dispute resolution mechanisms.

The CWG shall also assist in establishing reasonable maintenance
schedules for landscaping in public-view areas of Applicant's plant site.

Applicant will develop with the Town of Gilbert a fund, to be administered
by the Town of Gilbert, to provide for the construction and maintenance of
off-site landscaping in the areas depicted in the off-site landscaping
concepts as developed by the CWG.

New Condition 8

This condition is from SRP condition 2

The usual mitigation plans and concepts presented to these proceedings
constitute a commitment level by Applicant. Applicant will not reduce the
overall level of mitigation as set forth in its Application and this proceeding,
except as may be reduced during the CWG process.

New Condition 9

This condition is from SRP condition 3 and Olea condition 7

\

Applicant shall, where reasonable to do so, plant on site trees by the fall of
2001. Because planting of trees must await the improvement of Warner
Road and the design and construction of berms, this condition will largely
apply to trees on the East side of the site, and some of the trees on the
North side. All landscaping will be installed prior to the installation of
major plant equipment, except where delays are reasonably necessary to
facilitateconstruction activities.

New Condition 10

This condition derives from SRP condition 6

Applicant shall operate the Project so that during normal operations the
Project shall not exceed the most restrictive of applicable (i) HUD

I .

New Santan Conditions
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residential noise guidelines, (ii) EPA residential noise guidelines, or (iii)
applicable City of Tempe standards. During construction Additionally,
construction and operation of the facility shall comply with OSHA worker
safety noise standards. Applicant agrees that it will use its best efforts to
avoid during nighttime hours construction activities that generate
significant noise. Additionally, Applicant agrees to comply with the
standards set forth in the Gilbert Construction Noise Ordinance,
Ordinance No. 1245, during construction of the project.

New Condition 11

This condition is SRP condition 8

Applicant will work with the Gilbert Unified School District to assist it in
converting all or part of its school bus fleet to green diesel or other
alternative fuel, as may be feasible and determined by Gilbert Unified
School District, and will contribute S330,000 to this effort. Applicant will
support legislation to include green diesel as an alternative fuel for school
funding purposes.

New Condition 12

This condition is SRP condition 9

Applicant shall work with all interested East Valley cities, including at a
minimum, Mesa, Chandler, Queen Creek and Gilbert, to fund a Major
investment Study through the Regional Public Transit Authority to develop
concepts and plans for commuter rail systems to serve the growing
population of the East valley. Applicant will contribute a maximum of
$400,000 to this effort.

New Condition 13

This condition derives from SRP condition 10 and Olga condition 12

Within six months of approval of this Order by the Arizona Corporation
Commission, Applicant shall either relocate the gas metering facilities to
the interior of the plant site or construct a solid wall between the gas
metering facilities at the plant site and Warner Road. The wall shall beg
such strength and size as to deflect vehicular traffic (including a fully
loaded concrete truck) that may veer from Warner Road to the gas-
metering site.

New Condition 14

This condition is SRP condition 11

New Santan Conditions
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Applicant will use only renewable water for cooling and power plant
purposes. The water use for the plant will be consistent with the water
plan submitted in this proceeding. Applicant will work with the Town of
Gilbert to attempt to use available efliuent water, where reasonably
feasible.

New Condition 15

This condition is SRP condition 12

Applicant agrees to comply with all applicable federal, state and local
regulations relative to storage and transportation of chemicals used at the
plant.

New Condition 16

This condition derives from SRP condition 13

Applicant agrees to maintain on file with the Town of Gilbert safety and
emergency plans relative to emergency conditions that may arise at the
plant site. On at least an annual basis Applicant shall review and update,
if necessary, the emergency plans. Copies of these plans will be made
available to the public and on Applicant's web site. Additionally AppliCant
will cooperate with the Town of Gilbert to provide information to
community residents relative to potential emergency situations arising
from the plant or related facilities. Applicant agrees work with the Gilbert
police and fire departments to jointly develop on site and off-site
evacuation plans, as may be reasonably appropriate.

New Condition 17

This condition derives from SRP condition 14

In obtaining air offsets required by EPA and Maricopa County, Applicant
will use its best efforts to obtain these offsets as close as practicable to
the plant site. In the event that Applicant constructs other projects which
require offsets, Applicant will make additional efforts to obtain, where
reasonably feasible, offsets in the Gilbert area.

New Condition 18

This condition derives from SRP condition 15 and O/ea condition 10

In order to reduce the possibility of generation shortages and the
attendant price volatility that California is now experiencing, SRP will

New Suntan Conditions
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operate the facilities consistent with its obligation to serve its retail load
and to maintain a reliable transmission system within Arizona.

New Condition 19

This condition derives from SRP condition 16 and Oleo condition 14

Beginning upon operation of the new units, Applicant will establish a
citizens' committee to monitor air and noise compliance and water quality
reporting. Applicant will establish on-site air and noise monitoring facilities
to facilitate the process. Additionally Applicant shall work with Maricopa
County and the Arizona Department of Environmental Quality to enhance
monitoring in the vicinity of the plant site. Result of air monitoring will be
made reasonably available to the public and to the citizens' committee.
Applicant shall provide on and off site noise monitoring services (at least
on a quarterly basis), testing those locations suggested by the citizens'
committee.

I

New Condition 20

This condition derives from SRP condition 17

Applicant will explore, and deploy where reasonably practicable, the use
of available technolo@es to reduce the size of the steam plumes from the
unit cooling towers.

New Condition 21

This condition derives from SRP condition 18

SRP will, where practicable, work with El Paso Natural Gas Company to
use the railroad easements for the installation of the new El Paso gas line.

New Condition 22

This condition derives from SRP condition 19

Other than the Santan/RS 18 lines currently under construction, Applicant
shall not construct additional Extra High Voltage transmission lines (115kv
and above) into the Santa site.

New Condition 23

This condition derives from SRP condition 21

New Santan Conditions
Page 6
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Applicant will replace all Town of Gilbert existing street sweepers with
certified PM10 efficient equipment. A PM10 efficient street sweeper is a
street sweeper that has been certified by the South Coast Air Quality
Management District (California) to comply with the District's performance
standards under its Rule 1186 (which is the standard referenced by the
Maricopa Association of Governments).

New Condition 24

This condition derives from Tobin condition 2, and from conversations this week
with the Oh7ce of Environmental Health

Applicant has presented evidence to indicate that the project will not
create health risks in the surrounding area. Nonetheless, because of
concerns raised by neighbors to the plant site, Applicant will offer to work
in a cooperative effort with the Office of Environmental Health of the
Arizona Department of Health Services to enhance its environmental
efforts.

New Condition 25

This condition derives from_Tobin condition 4

Applicant will operate, improve and maintain the plant consistent with
applicable environmental regulations and requirements of the
Environmental Protection Agency, the Arizona Department of
Environmental Quality, Maricopa County and the Town of Gilbert.

New Condition 26

This condition derives from Tobin condition 5 and Oiea condition 1

Applicant will cooperate with Maricopa County in its efforts to establish
appropriate standards relative to the use of distillate fuels in Valley
generating facilities.

New Condition 27

This condition derives from Tobin condition 7

Applicant will install continuous emission monitoring equipment on the
new units and will make available on its website emissions data from both
the existing and new units according to EPA standards. Applicant will
provide information to the public on its website in order to assist the public
in interpreting the data.

New Santan Conditions
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New Condition 28

This condition derives from Tobin condition 8

Applicant will comply with the provisions of the Intergovernmental
Agreement dated April 25, 2000 between Applicant and the Town of
Gilber't.

New Condition 29

This condition derives from Tobin condition 6

During the proceeding neighbors to the plant site raise significant concern
about the impact of the plant expansion on residential property values.
Applicant has pointed out that many of the major conditions in this order,
and other conditions applicable to Applicant, as well as the significant
investment by Applicant, will enhance the general neighborhood and
property values. These include

major air quality enhancement measures and local offsets,
extensive landscaping and screening requirements,
significant contribution of new property taxes,
the various community improvements including road improvements,
trail and bridge construction and canal relocation,
limits on future high voltage transmission,
noise reduction and monitoring activities,
construction limitations,
air monitoring. activities,
contributions to the community including additional taxes, new
PM10 certified street sweepers, and green diesel school buses,

In performing each of the conditions in this order Applicant, in conjunction
where applicable with the Town of Gilbert and the plant site neighbors,
shall consider and attempt to maximize the positive effect of its activities
on the values of the homes in the surrounding neighborhoods.

New Condition 30

This condition derives from Olea condition

Applicant shall construct the auxiliary boiler stack at such height as may
be determined by air modeling requirements. Applicant shall situate the
auxiliary boiler stack so that it is not visible from off the plant site.

New Condition 31

New Santan Conditions
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This condition derives from Olga condition 8

Applicant will construct the HRS Gs approximately 15 feet below grade and
will construct the HRS Gs so that the overall height of the HRSG module
from the natural grade is no more than 80 feet.

New Condition 32

This condition is Oleo condition 11

Applicant will complete the installation of the dry low NOX burners on the
existing units prior to the construction of the new units.

New Santan Conditions
Page 9



BEFORE THE ARIZONA POWER PLANT
AND TRANSMISSION LINE SITING COMMITTEE

Case No. 105

Docket No. L-00000B-00-0105

In the matter of the Application Of Salt )
River Project Agricultural Improvement and )
Power District in conformance with the )
requirements of Arizona Revised Statutes )
Sections 40-360-03 and 40-360.06, for a )
Certificate of Environmental Compatibility )
authorizing the Expansion of its Santan )
Generating Station, located at the intersection )
of Warner Road and Val Vista Drive, )
in Gilbert, Arizona, by adding 825 megawatts )
of new capacity in the form of three combined )
cycle natural gas units, and associated )
intraplant transmission lines. )

)

Decision No.

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY

Pursuant to notice given as provided by law, the Arizona Power Plant and

Transmission Line Siting Committee (the "Committee") held Public hearings at the

Dobson Ranch Inn, 1644 South Dobson Road, Mesa, Arizona, on September 14, 2000,

and various days following, in conformance with the requirements of Arizona Revised

Statutes section 40-360 et seq., for the purpose of receiving evidence and deliberating

on the Application of Salt River Project Agricultural Improvement and Power District

("Applicant") for a Certificate of Environmental Compatibility in the above-captioned

case (the "Application").

The following members or designees of members of the Committee were present

for the hearing on the Application:

-Paul A. Bullis Chairman, Designee forArizona Attorney General Janet
Napolitano

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Steve Olga Designee of Chairman of the Arizona Corporation
Commission

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY - 1
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Richard Tobin Designee for the Arizona Department of Environmental
Quality

Dennis Sundae Designee for the Director of the Department of Water
Resources

Mark McWhirter Designee for the Director of the Energy Office of the Arizona
Department of Commerce

1

2

3

4

5

6

7

8

9

10

11 The Applicant was represented by Kenneth C. Sundlof, Jr., Jennings, Strouss 81

12 Salmon PLC. There were sixteen interveners: Arizona Utilities Investor Association, by

13 Ray Heyman, Arizona Corporation Commission Staff, by Janice Alward, Arizona Center

14 for Law in the Public interest, by Timothy Hogan, Mark Kwiat, Elisa Warner, David

15 Lundgreen, Cathy LaTona, Sarretta Parrault, Mark Sequeira, Cathy Lopez, Michael

16 Apergis, Marshal Green, Charlie Henson, Jennifer Duff any, Christopher Labban, Bruce

17 Jones and Dale Borger. There were a number of limited appearances.

18 The Arizona Corporation Commission has considered the grant by the Power

19 and Line Siting Committee of a Certificate of Environmental Compatibility to SRP and

20 finds that the provisions of A.R.S. §40-360.06 have complied with, and, in addition, that

21 documentary evidence was presented regarding the need for the Santan Expansion

23 Project. Credible testimony was presented concerning the local generation deficiency in

24 Arizona and the need to locate additional generation within the East Valley in order to

Sandie Smith Appointed Member

Mike Whalen Appointed Member

George Campbell Appointed Member

A. Wayne Smith Appointed Member

Jeff Maguire Appointed Member

25 minimize transmission constraints and ensure reliability of the transmission grid. The

evidence included a study that assessed the needs of the East Valley. The analysis

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY - 2
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1 found that the East Valley peak load currently exceeds the East Valley import capability

2 and within the next 5 years the East Valley load will exceed the load serving capability.

3 Additional testimony was presented regarding SRP's projected annual 3.7% load

4 growth in its service territory. By 2008, SRP will need approximately 2700 MW to meet

its load. This local generation plant will have power available during peak periods for

use by SRP customers.

Accordingly, pursuant to A.R.S. §40-360.07(B), the Commission has balanced in

5

6

7

8

9

10 electric power with the desire to minimize the effect thereof on the environment and

11 ecology of this State.

12 At the conclusion of the hearing and deliberations, the Committee, having

13 received and considered the Application, the appearance of Applicant and all

14 interveners, the evidence, testimony and exhibits presented by Applicant and all

15 interveners, the comments made by persons making limited appearances and the

16 comments of the public, and being advised of the legal requirements of Arizona Revised

17 Statutes Sections 40-360 to 40-360.133 upon motion duly made and seconded, voted to

18 grant Applicant the following Certificate of Environmental Compatibility (Case No. L-

19 00000B-00-0105)2

the broad public interest, the need for an adequate, economical and reliable supply of

20 Applicant and its assignees are granted a Certificate of Environmental

21 Compatibility authorizing the construction of an 825 megawatt generating facility

22 consisting of three combined cycle units with a total net output of 825 megawatts

23 together with related infrastructure and appurtenances, in the Town of Gilbert, on

24 Applicant's existing Santan Generating Station site, and related switchyard and

25 transmission connections, as more specifically described in the Application (collectively,

the "Project"). Applicant is granted flexibility to construct the units in phases, with

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY- 3
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1

2

3

4

5

6

7

8

9

10

11

different steam turbine configurations, and with different transmission connection

configurations, so long as the construction meets the general parameters set forth in the

application.

This certificate is granted upon the following conditions:

1. Applicant shall comply with all existing applicable air and water pollution
control standards and regulations, and with all existing applicable
ordinances, master plans and regulations of the State of Arizona, the
Town of Gilbert, the County of Maricopa, the United States, and any other
governmental entities having jurisdiction.

This authorization to construct the Project will expire five (5) years from
the date the Certificate is approved by the Arizona Corporation
Commission unless construction of the Project is completed to the point
that the project is capable of operating at its rated capacity, provided ,
however, that Applicant shall have the right to apply to the Arizona
Corporation Commission for an extension of this time limitation.

12

•13
14

Applicant's project has two (2) approved transmission lines emanating
from its power plant" transmission switchyard and interconnecting with the
existing transmission system. This plant interconnection must satisfy the
single contingency criteria (N~1) without reliance on remedial action such
as a generator unit tripping or load shedding.

15

16

17

Applicant shall use reasonable efforts to remain a member of WSCC, or
its successor, and shall file a copy of its WSCC Reliability Criteria
Agreement or Reliability Management System (RMS) Generator
Agreement with the Commission.

18 Applicant shall use reasonable efforts to remain a member of the
Southwest Reserve Sharing Group, or its successor.

19

20
Applicant shall meet all applicable requirements for groundwater set forth
in the Third Management Plan for the Phoenix Active Management Area.

21

22

23

With respect to landscaping and screening measures, including the
improvements listed in the IGA, Applicant agrees to develop and
implement a publicprocess consistent with the process chart (Exhibit 89)
presented during the hearings, modifying the dates in the aGA with the
Town of Gilbert, if necessary, to correspond with the schedule in Exhibit
89.24

25 The new Community Working Group (CwG)will consist of 12 members,
selected as follows: three members selected by the Town of Gilbert, three

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY Q 4
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4.

3.

5.

6.

7.
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1

members selected by neighborhood homeowner associations, three
representatives selected by interveners, and three members selected by
SRP (not part of the aforementioned groups) who were part of the original
community working group. Applicant and landscaping consultants shall
act as advisors to the CWG. CWG meetings shall be noticed to and be
open to the general public.

The objective of the CWG shall be to refine the landscaping and mitigation
concept plans submitted during these hearings (Exhibit 88). The CWG shall
work within the scope of commitment by Applicant for onsite and offsite
improvements to achieve appropriate visual mitigation of plant facilities and
to facilitate the design and installation of the concept plan components so as
to maximize the positive impact on the community and to increase, wherever
possible, the values of the homes in the neighboring areas. The refinement
of the mitigation plans shall be reasonably consistent with the planning
criteria of the Town of Gilbert, the desires of neighboring homeowner
associations, and the reasonable needs of Applicant.

Applicant shall retain an independent facilitator to conduct the CWG
meetings. It shall be the role of the facilitator to assist in initial education and
in conducting an orderly and productive process. The facilitator may, if
necessary, employ dispute resolution mechanisms.

The CWG shall also assist-in establishing reasonable maintenance
schedules for landscaping in public-view areas of Applicant's plant site.

Applicant will develop with the Town of Gilbert a fund, to be administered by
the Town of Gilbert, to provide for the construction and maintenance of off-
site landscaping in the areas depicted in the off-site landscaping concepts as
developed by the CWG.

The visual mitigation plans and concepts presented to these proceedings
constitute a commitment level by Applicant. However, Applicant will not
reduce the overall level of mitigation as set forth in its Application and this
proceeding, except as may be reduced during the CWG process.

Applicant shall, where reasonable to do so, plant on site trees by the fall of
2001. Because planting of trees must await the improvement of Wamer
Road and the design and construction of berms, this condition will largely
apply to trees on the East side of thesis, and some of the trees on the
North side. All landscaping will be installed prior to the installation of major
plant equipment, except where delays are reasonably necessary to facilitate
construction activities.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

22

23

2 4

25 10. Applicant shall operate the Project so that during normal operations the
Project shall not exceed the most restrictive of applicable (i) HUD residential

9.

8.
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1

2

3

4

noise guidelines, (ii) EPA residential noise guidelines, or (iii) applicable City
of Tempe standards. During construction Additionally, construction and
operation of the facility shall comply with OSHA worker safety noise
standards. Applicant agrees that it will use its best efforts to avoid during
nighttime hours construction activities that generate significant noise.
Additionally, Applicant agrees to comply with the standards set forth in the
Gilbert Construction Noise Ordinance, Ordinance No. 1245, during
construction of the project.

11. Applicant will work with the Gilbert Unified School District to assist it in
converting all or part of its school bus fleet to green diesel or other
alterative fuel, as may be feasible and determined by Gilbert Unified School
District, and will contribute $330,000 to this effort.

12. Applicant shall work with all interested East Valley cities, including at a
minimum, Mesa, Chandler, Queen Creek and Gilbert, to fund a Major
Investment Study through the Regional Public Transit Authority to develop
concepts and plans for commuter rail systems to serve the growing
population of the East Valley. Applicant will contribute a maximum of
$400,000 to this effort.

13. Within six months of approval of this Order by the Arizona Corporation
Commission, Applicant shall either relocate the gas metering facilities to the
interior of the plant site or construct a solid wall between the gas metering
facilities at the plant site and Warner Road. The wall shall be of such
strength and size as to deflect vehicular traffic (including a fully loaded
concrete truck) that may veer from Warner Road to the gas-metering site.

14. Applicant will use only renewable water for cooling and power plant
purposes. The water use for the plant will be consistent with the water plan
submitted in this proceeding. Applicant will work with the Town of Gilbert to
attempt to use available effluent water, where reasonably feasible.

15. Applicant agrees to comply with all applicable federal, state and local
regulations relative to storage and transportation of chemicals used at the
plant

5

6

7

8

9

10

11

12

113
14

15

16

17

18

19

2 0

21

2 2

23

2 4

25

16. Applicant agrees to maintain on file with the Town of Gilbert safety and
emergency plans relative to emergency conditions that may arise at the
plant site. On at least an annual basis Applicant shall review and update, if
necessary, the emergency plans. Copies of these plans will be made
available to the public and on Applicant's web site. Additionally Applicant
will cooperate with the Town of Gilbert to provide information to community
residents relative to potential emergency situations arising from the plant or
related facilities. Applicant agrees work with the Gilbert police and fire
departments to jointly develop on site and off-site evacuation plans, as may

CERTIFICATE OFENVIRONMENTAL COMPATIBILITY - 6



;

I

4

s

9

be reasonably appropriate.

17. In obtaining air offsets required by EPA and Maricopa County, Applicant will
use its best efforts to obtain these offsets as close as practicable to the plant
site. In the event that Applicant constructs other projects which require
offsets, Applicant will make additional efforts to obtain, where reasonably
feasible, offsets in the Gilbert area.

18. In order to reduce the possibility of generation shortages and the attendant
price volatility that California is now experiencing, SRP will operate the
facilities consistent with its obligation to serve its retail load and to maintain a
reliable transmission system within Arizona.

19. Beginning upon operation of the new units, Applicant will establish a citizens'
committee to monitor air and noise compliance and water quality reporting.
Applicant will establish on-site air and noise monitoring facilities to facilitate
the process. Additionally Applicant shall work with Maricopa County and the
Arizona Department of Environmental Quality to enhance monitoring in the
vicinity of the plant site. Result of air monitoring will be made reasonably
available to the public and to the citizens' committee. Applicant shall provide
on and off site noise monitoring services (at least on a quarterly basis),
testing those locations suggested by the citizens' committee.

20. Applicant will explore, and deploy where reasonably practicable, the use of
available technologies to reduce the size of the steam plumes from the unit
cooling towers.

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6
21. SRP will, where practicable, work with El Paso Natural Gas Company to use

the railroad easements for the installation of the new El Paso gas line.

22. Other than the Santan/RS 18 lines currently under construction, Applicant
shall not construct additional Extra High Voltage transmission lines (115kv
and above) into the Santan site.

23. Applicant will replace all Town of Gilbert existing street sweepers with
certified PM10 efficient equipment. A PM10 efficient street sweeper is a
street sweeper that has been certified by the South Coast Air Quality
Management District (California) to comply with the District's performance
standards under its Rule 1186 (which is the standard referenced by the
Maricopa Association of Governments).

1 7

1 8

1 9

2 0

2 1

22__

2 3

2 4

2 5

24. Applicant has presented evidence to indicate that the project will not create
health risks in the surrounding area. Nonetheless, because of concerns
raised by neighbors to the plant site, Applicant will offer to work in a
cooperative effort with the Office of Environmental Health of the Arizona
Department of Health Services to enhance its environmental efforts.

CERTIFICATE OF ENVIRONMENTALCOMPATIBILITY ¢ 7
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25. Applicant will operate, improve and maintain the plant consistent with
applicable environmental regulations and requirements of the Environmental
Protect:tion Agency, the Arizona Department of Environmental Quality,
Maricopa County and the Town of Gilbert.

26. Applicant will cooperate with Maricopa County in its efforts to establish
appropriate standards relative to the use of distillate fuels in Valley
generating facilities.

27. Applicant will install continuous emission monitoring equipment on the new
units and will make available on its website emissions data from both the
existing and new units according to EPA standards. Applicant will provide
information to the public on its website in order to assist the public in
interpreting the data.

28. Applicant will comply with the provisions of the Intergovernmental
Agreement dated April 25, 2000 between Applicant and the Town of Gilbert.

29. During the proceeding neighbors to the plant site raise significant concern
about the impact of the plant expansion on residential property values.
Applicant has pointed out that many of the major conditions in this order, and
other conditions applicable to Applicant, as well as the significant investment
by Applicant, will enhance the general neighborhood and property values.
These include

major air quality enhancement measures and local offsets,
extensive landscaping and screening requirements,
significant contribution of new property taxes,
the various community improvements including road improvements, trail
and bridge construction and canal relocation,
limits on future high voltage transmission,
noise reduction and monitoring activities,
construction limitations,
air monitoring activities,
contributions to the community including additional taxes, new PM10
certified street sweepers, and green diesel school buses,

In performing each of the conditions in this order Applicant, in conjunction
where applicable with the Town of Gilbert and the plant site neighbors, shall
consider and attempt to maximize the positive effect of its activities on the
values of the homes in the surrounding neighborhoods.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
30. Applicant shall construct the auxiliary boiler stack at such height as may be

determined by air modeling requirements. Applicant shall situate the
auxiliary boiler stack so that it is not visible from off the plant site.

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY - 8
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31. Applicant will construct the HRS Gs approximately 15 feet below grade and
will construct the HRS Gs so that the overall height of the HRSG module
from the natural grade is no more than 80 feet.

32. Applicant will complete the installation of the dry low NOX burners on the
existing units prior to the construction of the new units.

GRANTED this day of January, 2001

ARIZONA POWER PLANT AND TRANSMISSION
LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

12

113
1 4

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25

By Paul A. Bullis
Its Chairman
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APPROVED BY ORDER OF THE ARIZONA CORPORATION COMMISSION

Commissioner Commissioner

In Witness hereof, I, Brian C. Mcneil,
Executive Secretary of the Arizona
Corporation Commission, set my hand
and cause the official seal f this
Commission to be affixed this
of 9 2000.

day

1

2

3

4
Chairman

5

6

7

8

9

10

11

1 2

13

14

15 Dissent:

16

17

18

19

20

21

22

23

24

25

By:
Brian C. McNeil
Executive Secretary

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY - 10
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BEFORE THE POWER PLANT AND TRANSMISSION

LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

12

IN THE MATTER OF THE APPLICATION OF)
SALT RIVER PROJECT OR THEIR )
ASSIGNEE (S) I IN CONFORMANCE WITH )
THE REQUIREMENTS OF THE ARIZONA )
REVISED STATUTES 40-360.03 AND )
40-360.06 FOR A CERTIFICATE OF )
ENVIRONMENTAL COMPATIBILITY )
AUTHORIZING THE CONSTRUCTION OF )
NATURAL GAS-FIRED, COMBINED CYCLE )
GENERATING FACILITIES AND )
ASSOCIATED INTRAPLANT TRANSMISSION )
LINES, SWITCHYARD IN GILBERT, )
ARIZONA LOCATED NEAR AND SOUTHEAST )
OF THE INTERSECTION OF VAL VISTA )
DRIVE AND WARNER ROAD. )

)

L-00000B--0-0105

CASE NO. 105

13 At:

14 Date:

Mesa, Arizona

November 22, 2000

15 Filed:

16
REPORTER' S TRANSCRIPT OF PROCEEDINGS

17

18
VOLUME VII

(Pages 1455 through 1708)

19

20

21

22

ARI ZONA REPORTING SERVI CE I INC »
Court Reporting

Suite Three
2627 North Third Street

Phoenix, Arizona 85004 - 1103

23
Prepared for:

24

25

By : CECELIA BRoo1<1~/IAn,
CCR No. 50154

RPR

ms. SANDIE SMITH
Member
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involved with.

2

3

You start with, in this area, identifying the

And in order to

4

5

7

8

10

11 assessment

12

13 impacts occur.

14

issues associated with the project.

do that, you need a project description, you need to

know what kind of mitigation is being committed on the

6 project . Once you have done that, obviously, you

begin to try to get a handle on what kind of

environmental resources could be affected by the

9 project, be they human, environment, natural, culture.

Then finally you go through an impact

You try and get your arms around the

impacts, are they short or long-term, and where those

Having identified what they call

initial impacts, we then move the arena of

15

16

17

18

19

20

establishing mitigation to address those impacts.

And I think some of the easiest types of

mitigation to talk about oftentimes with these types

of projects are things that we would do for visual

types of resources. Those mitigation measures are

reviewed, and there' s a selection of those that are

21 made .

22

23

24

25

For the Santan project, SRP presented,

through a process that was actually quite a bit more

robust in terms of looking at not only the issues that

might be directly related to the proposed project but
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1 also issues that came about through discussions with

3 entities .

4

5

6

either the CWG, the public, the agencies or other .

And in that way, what we were able to do

is, in conjunction with those issues that had to be

addressed specific to the plant, we were also able to

determine whether or not other outstanding issues

7

8

could be addressed outside of that arena, and if so,

where would those areas for enhancement be and how

9

10

11

12

13

14

15

could we develop those.

So what you're beginning to do is you're

working much _more towards a kind of an overall

community type of a plan to look at outstanding issues

in several different regards . I think the key to

this, and we've heard a lot about this, is that this

actually led to the establishment of the

16 The review of these

17

18

20

21 Q.

22

23

24

intergovernmental agreement.

different issues, the impacts, suggestions that were

made, all those were brought together and became a

19 part of the intergovernmental agreement that was

approved by the, or agreed to by the City of Gilbert.

Mr. Palmer, would you please describe the

concept plans that were developed.

A. Yes. What I 'm going to do now is talk a

little bit -- you see this little box here that talks

25

2

about development of concept plans . What I'd like to
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1 SHARI LABICK1,

2

3

4

ca l led  as  a  w i tness ,  hav ing  been  f i r s t  du ly  sworn  by

the Cer t i f ied  Cour t  Repor ter  to  speak the t ru th  and

noth ing  but  the t ruth,  was examined and tes t i f ied  as

5 follows :

6

7 DIRECT EXAMINATION

8

9 Q. (BY MR. SUNDLOF) Dr .  L ib i ck i ,  wou ld  you

10

11

state your name and your business affiliation.

My name is Shari Libicki .A. I 'm  a  p r in c ip a l

It ' s  a  na t ionw ide12 with Environ Corporat ion.

13 consu l t ing  f i rm .

C a l i f o r n i a .

M y  o f f i c e  i s  i n  E m e r y v i l l e ,

14

15 What kind of work does Environ Corporation do

16

17 A.

18

19

Q.

and what  do you do?

Env i r on  p r ima r i l y  a s se sse s  t he  e nv i r onme n ta l

impacts  o f  chemica l s  . W e  l o ok  a t  che m i ca l s  i n  t h e

a i r ,  c h e m i c a l s  i n  t h e  s o i l , and evaluate the movement

o f  t h o se  che m i ca l s  a nd  t h e  k i nd s  o f  i m p a c t  t h o se20

21 chemicals may have on human health.

22

23

24

Q. Can you briefly describe your professional

background and experience?

A. I have three degrees in chemical engineering,

25 a bachelor 's  f rom Michigan,  master 's  and Ph.D.  from
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1 Stanford . I 've worked in the field of how chemicals

2

3

4 For the last six

5

move through the environment pretty much most of my

professional career. I 've been with Environ

Corporation for the last 11 years .

of those years I 've been a principal or a partner in

6

7 Q.

8

9

that company.

On the first page of Exhibit 74 is a short

form of your resume; is that correct?

Yes, it is.A.

10 Dr. Libicki, what is the purpose of your

12 A.

13 And

14

Q.

testimony here today?

My testimony provides information on the air

quality impacts of the proposed Santan expansion .

in particular what I ' ll discuss in the context of how

15

16 This is

17

18

19

20

to evaluate the air quality impact is an overview of

air quality permitting requirements.

important because it ' s the air quality permitting that

actually governs what is allowable and what kind of

air quality impacts the Santan expansion can have.

I 'll discuss the Santan expansion

21

22

23

24

25

specifically and the air quality impacts that it has,

and I ' 11 combine those two pieces of information to

look at the current air quality in the Gilbert area

right now and the future air quality if the proposed

Santan expansion is approved.
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1 Maricopa County?

2 A.

3

4

5

6

7

I 've worked on air quality issues in Maricopa

County for pretty much the last 11 years.

Q. Could you tell us what resources are

available for you to look at with regard to air

quality in Maricopa County, the Phoenix valley?

There are a great number of air resources inA.

8 this area.

9

10

11

12

13

Every area has air monitoring equipment

specified by the EPA in order to monitor its

attainment status, so Maricopa County has a great deal

of high quality monitoring information available.

Q. In the analysis that you conducted were you

satisfied that there was sufficient data available for

14

15

you to conduct the analysis in the way that you wanted

to?

16 A.

17

18

19

20

Absolutely.

Q. In your opinion, and using the definition

that you stated in the record, is the air in the

Phoenix valley polluted?

I think the easiest way to talk aboutA.

21 pollution is to use the U.S. EPA definitions . And as

22

23

24

I mentioned earlier in my discussion, Maricopa County

is a nonattainment for three pollutants, and that

would be ozone, carbon monoxide, and dust . Certainly

25 for those three pollutants, the air quality is
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1

2

air permitting regime is designed to allow it to do

that for nonattainment area.

3 I said earlier Maricopa County is also

4 nonattainment: for ozone, dust, carbon monoxide .

5

6

7

Any

new source of air pollution is required to install the

best control technology. It's required to offset

And I'll discuss offsets a

8

pollution increases.

little later.

9

10

It has to maintain local air quality.

In other words, it can't increase local air quality

It has to

11 And

12

13

and provide benefits to other areas .

maintain the local air quality near the source .

it; has to provide methods for monitoring the

performance or the pollution emissions of any new

14 source I

15

16

17

As I mentioned earlier, the best pollution

controllers are required for pollutants which an area

is not currently in attainment .

18

19

In the air quality

permitting lingo, this is known as the lowest

achievable emissions limit or LAER.

20

21

22

23 dust .

24

25

It's required in

Maricopa County for nitrogen oxides and volatile

organic carbons. These two are precursors to ozone,

and that ' s why it ' s required for carbon monoxide and

LAER is a requirement for the best demonstrated

air pollution control technology anywhere in the

country at the time of permitting. There is
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1

2

3

4

to air quality, we use the current actual emissions of

the existing equipment and then we use the maximum

possible emissions from the expansion equipment .

And the reason that this is done is because

5

6

7

in the air quality permitting process, unless you

understand the impacts of the full, fully operating

system, you can't have a permit for the fully

8 operating system. So even if the intention is not

9

10

11

right now to run it at 100 percent, if you want the

permit for 100 percent, you have to evaluate that .

As I mentioned earlier, in order to look at

12

13 at .

14

15

the air quality we have a variety of monitors to look

What you see on the screen right now is a subset

of air quality monitors that are in Maricopa County.

Every monitor in Maricopa County does not monitor for

16

17

18

19

20

21

22 The Gilbert

23 The

24

25

every pollutant . The most common pollutant monitored

for in Maricopa County is particulate matter or dust .

The other pollutants, CO, NOt, SON are not monitored

for every monitor. So what I put here are the

monitors for which the pollutants of interest are

looked at closest to the facility.

So there you see SRP's facility.

and the Higley monitor only monitor for dust.

central Phoenix monitor monitors for most pollutants,

as does the West Phoenix monitor, and south Scottsdale
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1 available ammonia. So what you have here is the worst

2 case 1

3 Q.

4

5

6

Can you explain to me where you think you' re

going to be getting the offsets for the COS when you

say various locations, what's proposed?

I don't know where SRP is going to be getting

I know that i f they can' t get them, they

A.

7 the offsets.

8

9

can' t have the permit .

Q- Right, I understand that .

within the half mile or mile from this neighborhood?

Would that be

10

11 A.

12

13

It 'would have to be within Maricopa County,

because there is no significant local impact.

According to regulation?Q. Okay .

14 A.

15

16

17

18

According to regulation.

Q. The PM-10 offset, the source is the southeast

valley paving. Again, that does not have to come from

the immediate neighborhood; is that correct?

As I mentioned before, you have to have aA.

19

20

21

22

23

significant impact of PM before you have to have it at

the local site. Now, that ' s before you have to show

reduction of the local site, you have to have a

significant increase. Maricopa County rules define

that significant increase as five micrograms per meter

There is nowhere a significant increase above24 cubed .

25 that level to require it However, I understand that
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1 A. I asked SRP, they

The consultant2

3 It's the

4

How did I get the data.

asked their consultant, and we got it .

keeps it. I don't keep it nor does SRP.

monitoring consultant keeps the data.

5 Q. We 've had conversations before with regards

6 to my concern on the air quality, because my son is

asthmatic and been on and off a breathing machine7

8 since he ' s been born, and I have some grave concerns

9 regarding the emissions from this plant .

to tel l  me that I should have a comfort level  with

Are you able

10

11

12

regards to the emissions and the effect of those

emissions upon the residents in that area?

13 A.

14

15

As you know, I 'in not a health expert but an

ai r qual i ty expert. In the analysis that I 've

conducted, there is an imperceptible change in dust

concentrations in the local  area.16

17

18

19

Q. But you wouldn't be able to qual i fy to

testify as to what change or effect that may have on

chi ldren l iv ing wi thin a hal f  a mi le from that plant;

i s  that  correct?20

21 A.

22 to what impact i t has.

23

As I 'm not a health expert, I cannot opine as

However, change is almost

beyond measurement that you would see on the worst

24 possible day. It  i s so smal l  to be possibly

unmeasurable with the technology that we have .25
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1 Mr. Sundlof.

2 MR. SUNDLOF : Thank you. We have marked as

3

4

5

6

E x h i b i t  A - 8 3  D r .  W h i pp l e '  s  r e s u m e  an d  p r e s en t a t i on .

T h e  c o u r t  r e p o r t e r  p o i n t e d  o u t  t o  m e  t h a t  t h e r e  w a s

a l r e ady  an  83 , s o  w e ' r e  g o i n g  t o  c a l l  i t  8 3 A  a l t h o u g h

i t  i s  t a b b e d  a n d  p u n c h e d  a s  E x h i b i t  8 3  .

7

8 CHRIS WHIPPLE,

9 c a l l e d  a s  a  w i t n e s s ,  h a v i n g  b e e n  p r e v i o u s l y  d u l y  s w o r n

10 b y  t h e  C e r t i f i e d  C o u r t  R e p o r t e r  t o  s p e a k  t h e  t r u t h  a n d

n o t h i n g  b u t  ' t h e  t r u t h ,  w a s  e x a m i n e d  a n d  t e s t i f i e d  a s11

12 fo l lows:

13

14 DIRECT EXAMINATION

15

16 Q. (BY MR. SUNDLOF) Would you please state your

18 A.

17 name and your affi l iation, please.

My name is Chris Whipple, and I work for

19 Environ International Corporation. My o f f i c e  i s  i n

20

21

22

23

24

Emeryville, California.

Q. Dr. Whipple, can you describe your

professional background, specifically relating to the

health effects of power plants.

I finished graduate school in 1974, andA. Yes .

25 at that time the U.S. energy crisis had just been
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1

2

3

through several phases, and an organization called the

Electric Power Research Institute was just being

I went to work there and stayedcreated in Palo Alto.

4 there through 1990 .

5

6

7

8

During that time, a major area of

my work was with health and environmental impacts of

electricity production. In fact, my old boss, who was

the president of EPRI, and I taught a course at

Stanford on that topic back in, I think around 1980 or

9 so.

10 In connection with that work and with energy

11

12

13

being much more topical in the late ' 70s and early

' 80s than it is today as a research issue, I was

involved in health studies and review of health

14 studies by the EPA and the Department of Energy at

15 that time.

16

17

18

In early 1983 or '4, I believe it was, I was

asked and served on a National Academy of Sciences

committee that reviewed studies on the health

19

20

21

22

environmental impacts of syn fuel industries, and that

was particularly coal gasification and oil shale .

Around the early 1989s a professional

organization called the Society for Risk Analysis was

I was one of the charter members .23 I was

24

organized.

the second president of that society, and worked on a

25 variety cf energy-related risk assessment issues over
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1

2

3

4

5

6 to do.

8

organic pollutants, volatiles, benzene and

formaldehyde, toluene, aromatic hydrocarbons as well

in the study.

I will shift gears now and talk about what

the national ambient air quality standards are meant

These are standards that EPA set as required

7 by the Clean Air Act, and the goal for the, what are

called criteria air pollutants, and in this case, the

criteria air pollutants we're talking about are oxides9

10 of nitrogen, ozone, carbon monoxide .

11

12

13

I guess sulfur

dioxides are` not an issue in this particular setting.

For those pollutants EPA was directed by Congress to

set ambient standards that protect all of the

14

15

16

17

18

19

population with an adequate margin of safety, taking

into account risks of sensitive groups and population.

The primary standards are to project public

health, and again, EPA was to set secondary standards

where there was an economic effect or damage to

materials, the notion that acid rain would kill trees

20

21

22

or erode marble statues, that sort of thing.

What I wanted to do here is go through just

what the standards are for each of the criteria

23

24

pollutants that are at issue here, what the health

effects are that EPA used to set its criteria

25 pollutant standards, ambient standards, and then to
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1

2

3

indicate, using slides that Dr. Libicki prepared, what

her calculations show would be the impacts of the

incremental additions to the Santan plant in units

That is in terms of4

5

that are those regulated by EPA.

calculations of what would be the CO impacts, it would

6 be the eight:-hour and one-hour average .

7 other emissions are in different units .

Some of the

8

10

11

On the case of carbon monoxide, I think

9 probably most of you are somewhat familiar with that

chemical . It ' s why you don' t bring your barbecue pit

lf~ you burn a carbon source, you don't have

The health hazard of it

indoors.

12

13

14

15

16

17

enough oxygen, you make CO .

is that it binds to the blood just like oxygen does,

only much more effectively, and it selectively ties up

the hemoglobin in the blood, making the blood less

capable of delivering oxygen to the tissues that need

it I Obviously as you know, people with too high level

of CON can be f anal .18

19

21

The sensitivity here is people who, with

20 marginal circulatory systems and respiratory systems,

are at greater risk from CO as they are from all of

these pollutants .22

23

24

You find the sensitive groups it

mentions as we go through are those people with heart

trouble, the elderly, the young, asthmatics, and .so

25 forth I

I Illllll
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1 But in the case of co, it takes a certain

2 amount of time for the blood concentration to

3 increase, it takes a certain amount of time for the

4 For

5

6 eight-hour.

7

8

9

10

11 That's what

12

13

14 And it mentions

15

16

17

18

blood to restore its oxygen-carrying capacity.

those reasons, EPA sets standards both at one-hour and

I think the eight-hour probably reflects

an effort to control occupational exposures as well.

This additional slide provides quotes from

the EPA criteria document for carbon monoxide,

pointing to the fact that 100 parts per million of co

in the air can lead to carboxyhemoglobin.

you have when your hemoglobin is bound up by carbon

monoxide, levels of 4 to 5 percent in the blood in an

hour, and 10 percent in eight hours.

at a 5 percent level you can see some impaired

performance, psychomotor performance.

Again, this is in comparison to the standard

that EPA set, which is a one-hour standard of 35 parts

20

19 per million, and an eight-hour standard of nine parts

per million, so these references refer to what 100

parts per million CO does .21

22

23

These apply to outdoor

exposures where the primary sources of carbon monoxide

There's also significant indoorare automobiles I

24 sources of co, the main one being cigarette smoking.

25 And even people who don't: smoke but live with those
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1

2

who do can get reasonably significant levels of CO

from indoor secondhand smoke .

3 Here is the result of the calculations that

4 Shari Libicki did.

5

6

And again, this is for one-hour CO

effects where I remind you the standard value is 40

micrograms per cubic meter. As you can see, the

concentrations here on this slide are all on the7

8 record of 1 percent of that, around .4 micrograms per

9 cubic meter.

10

11

12

13

14

15

16

17

18

19

20

21

Since the 40 is deemed by EPA to protect

sensitive populations with an adequate margin of

safety, I think most health professionals who have

worked on criteria pollutants would regard a 1 percent

increment as insignificant.

The eight-hour standard is 10 micrograms per

cubic meter, and here you can see the model eight-hour

effects within the vicinity of the Santan plant are

more in the .01 or .02 milligrams per kilogram --

milligrams per cubic meter concentrations. Again,

increments in exposure that are very small compared to

ambient and very small compared to the EPA ambient

22 standard .

23

24

25

On the fine particulate, there PM-10 refers

to particulate of 10 microns diameter or less.

There ' s two particulate standards at the present, an
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1

2

annual average standard of 50 micrograms per cubic

meter, and a 24-hour average standard of 150

3

4

5

6

7

micrograms per cubic meter.

The health effects for particulate become

confused because they' re thought to interact with

ozone and other criteria pollutants, but there are

One is observations inseveral health effects .

8

9

10 And

11

12

13

14

epidemiological studies of excess mortality and

morbidity, particularly in elderly populations, and

that ' s the basis for the annual average limit.

the other would be effects in sensitive populations or

in people with other respiratory problems, for

example, asthma, where the short-term exposure is

meant to prevent adverse effects in asthmatics. And

15 you can see the list of sensitive populations that are

mentioned in EPA' s criteria document for particulate16

17 matter.

18

19 If you

20

21

Again, here is the calculations of the air

dispersion modeling for particulate matter.

recall, the 24-hour average is 150 micrograms per

cubic meter, and here we 're seeing numbers on the

22

23

order of one to two micrograms per cubic meter as an

And again, I suspect most of theincrement »

24

25

particulate matter in this area is just dust, blowing

dust, because it 's an arid region. Although it
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1 In downtown San Francisco it's

2

3

4

5

6

depends where you are.

vehicles. It depends where you are.

The ambient standards for NOx and ozone are,

you can see 100 micrograms per cubic meter as ambient,

annual mean level, and 235 micrograms per cubic meter

The reason I put theseas a one-hour ozone standard.

7

8

9 ozone •

10

11

12

13

14

15

16

17

18

20

21

on the same slide is NOt is regulated because it is

seen as a precursor to the production of ground level

So EPA' s main purpose in setting a NOx ambient

air quality standard is to control exposure to ozone.

Again, the effect of ozone is the health end

point to be protected against, and even in healthy

adults, you' ll find that among people doing vigorous

exercise, you find that declines in performance as

ozone levels are increased, I think this was the

exercising asthmatic, was the phrase one heard in a

number of years as this standard, as these standards

were being developed, as an end point . But again,

19 work has also continued to look at exposures to

children, and particularly asthmatic children as

another population that needs to be protected, and

that ' s what these standards are intended to do.22

23

24

25

Again, this is the NOx slide, and again for

point of reference, the annual mean was 100 micrograms

per cubic meter, and the calculated increments in this
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1
l

2

3

4

5

case are, these are decreases because as proposed, the

dry low NOx burner additions and control systems that

would be instal led with the addition of the new plant,

coupled with the funnel ing of al l  the exhaust into a

single tal ler stack, lead to decreases in local  NOx

6 concentration.

7 I th ink that 's al l  the s l ides I prepared.

8

9

10 no further questions.

I ' ll be happy to answer any questions .

MR. SUNDLOF: Thank you, Dr. Whipple, I have

I offer Exhibi t 83A into

11 evidence I

12 CHIVIN. BULLIS:

13

14

15

Thank you.

Any objections tO 83A?

(No response.)

CHMN. BULLIS :

16 MR. SUNDLOF :

Hearing none, so admitted.

And I tender the witness for

17 cross - examination |

18 CHIVIN. BULLIS: Thank you .

19

20

Mr. Herman .

MR. HEYMAN : Thank you,  Mr.  Bul l i s .

21

22 CROSS - EXAMINATION

23

24 (BY MR. HEYMAN)

25

Q. Dr. Whipple, in your

experience, are people with medical degrees the only
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1

2

3

ones who can analyze, evaluate, and reach conclusions

regarding the health impacts of emissions from power

plants?

4 A. No . I ' ll answer no for several reasons .

5

6

7

8

9

10

11

12

One, strictly on the health effects of exposures to

different concentrations, I 'd say the best known

scientists in the country on that issue is John

Spangler at Harvard who has led the six city studies

for the last 25 years. My recollection is that John

is what 's called an epidemiologist, but I don't think

he's an m.D, I could be wrong about that.

But the art in doing those studies is looking

13

14

at the health patterns of large populations and

looking for cause and effect associations between

15 And that

16 It of ten

17

18

20

exposures and adverse health outcomes.

doesn't necessarily require an M.D. degree.

requires a strong training in statistics.

It ' s something that is done by a mix of

19 people. In terms of looking more generally at the

health risks associated with making electricity,

You have21

22

23

there's a lot of aspects of the issue.

chemical engineers who typically provide the

information on what the emissions f actors are . You

24 have all sorts of people involved in calculations of

25 how these materials move around in the environment ,

l HH
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1

2

3 M.D.s.

how they disperse in the air, whether they build up in

food chain or not . That typically is not done by

And then the final stage is what are the

4 That ishealth risks associated with exposures .

5 probably done more of ten than not by toxicologists

than by M.D.s.6

7

8

9

10

11

But again, this was -- this integrated risk

assessment was a field that didn't exist 25 years ago,

and a lot of people who came to do work in it, it came

from various backgrounds. There are many people who

do it without: M.D.s who work on the health ends of

12 issues u

13 Q. Thank you .

14

15

16

How many years have you been involved in the

type of analysis that has been undertaken in

connection with the Santan expansion plant that you

17 testified to?

18 A.

19

20

21

Well, in terms of looking at emissions

exposures and risks from power plants, I 'd say roughly

25 years.

Q. Some mention has been made of the fact that

22

23

you were asked to come here and testify on relatively

short notice. Most of those comments were made before

24 you actually got here .

25

Did you have ample time to

prepare your presentation and to verify the
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1

2

conclusions that you presented to us?

Yes, I think I did.A.

3 schedule.

4

5

I'll tell you the ,

I got asked on Tuesday, remembering last

week had Thanksgiving in it, whether I could come to

Phoenix on Monday, and I said yes . And this is, .this

6

7

8

9

10

was to get the yes before they tell you what they

really want, and on Wednesday I was saying by the way,

they might want you to make a brief presentation, and

I put this together Wednesday afternoon off of

documents that were in my office . Again, I relied

11 heavily on standard EPA reference documents, so I

did' t have to invent much here .12

13 Q.

14

15

16

17

If you had not had ample time to do the type

of analysis, evaluation, and conclusion that you would

have felt comfortable with from a professional

standpoint, would you have agreed to go under oath

today?

A.18

19

20

21

I might have, but I would have provided

certain caveats about the limit of what I had to say.

For example, I would have said I didn't have time to

look at this or that .

22

23

24

But I feel I had plenty of time

to put together the material that I presented.

Q. Did you have sufficient information upon

which to analyze and draw your conclusions that you've

25 presented to us today?
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1 A.

2 calculations that Dr. Libicki did.

I should say I relied on the exposure

I have not

3 reviewed those calculations . I didn't do them.

4 you ask me an air dispersion question, I know what

5 model she used, I 've used it once or twice in past

years, but I didn't see how it was used here, and I6

7

8

would beg off saying I 'm not the right person to

answer that question.

9

10

11

If you ask me how sure am I

about these EPA standards, I think I 'm pretty sure .

Based upon your analysis, and acknowledging

Libickithat you relied upon the information that Dr .

12

13

14

had put together, is it your testimony that the air

emissions from the Santan Expansion Project will not

pose a health risk to the residents in the vicinity?

15 A. Yes .

16 You indicated that the national ambient air

17

18

19

Q.

quality standards were devised in part to protect the

health of special conditions in people such as

children that are asthmatic; is that correct?

20 A.

21

22

23 Q.

24

25

I think the language in the Clean Air Act is

sensitive populations, and they leave it to EPA to

define that for each specific chemical.

With regard to the air emissions that would

come out of the Santan Expansion Project, would that

include particulates that would have an impact on

Q.
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1 A.

2 calculations that Dr. Libicki did.

I should say I relied on the exposure

I have not

3 reviewed those calculations . I didn't do them.

4 you ask me an air dispersion question, I know what

5

6

7

8

9

10 Q.

11

12

13

14

model she used, I 've used it once or twice in past

years, but I didn't see how it was used here, and I

would beg off saying I 'm not the right person to

answer that question. If you ask me how sure am I

about these EPA standards, I think I 'm pretty sure.

Based upon your analysis, and acknowledging

that you relied upon the information that Dr. Libicki

had put together, is it your testimony that the air

emissions from the Santan Expansion Project will not

pose a health risk to the residents in the vicinity?

15 A. Yes .

16 You indicated that the national ambient air

17

18

19

Q.

quality standards were devised in part to protect the

health of special conditions in people such as

children that are asthmatic; is that correct?

20 A.

21

22

23

24

25

I think the language in the Clean Air Act is

sensitive populations, and they leave it to EPA to

define that for each specific chemical.

Q. With regard to the air emissions that would

come out of the Santan Expansion Project, would that

include particulates that would have an impact on
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1

2

it ' s also considered to be for organic compounds,

VOCe and for oxides of nitrogen which are the

It would be considered an3

4

precursors to ozone.

attainment area for sulfur dioxide emissions.

5

6

7

8

9

Before they can build a facility, they

have to send an application to Maricopa County to

obtain an air quality permit since Maricopa County

has legal responsibility for regulating air

pollutants within Maricopa County. The

10

11

12

13

14

15

requirements that they would have to meet for the

f ability are set at the national level by the EPA

for major sources of air pollution and Maricopa

County also has requirements that in some cases are

more stringent than the federal requirements for

this type of facility.

16

17

18

19

20

21

If they are a major source of these

pollutants, they have to meet certain requirements

for PM-10s, co, NOx and VOCs. Since they are going

to be a major source in a nonattainment area, they

will have to meet two things, basically, they will

have to install the lowest achievable emission rate

22 What that means is the

23

24

25

technology on f facility.

control devices and processes that they use will

have to be the best available, irregardless of what

Secondly, if they are over what arethe costs are.
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1

2

3

4

5

known as significant levels, and these again are

fixed by federal requirements.

And to give you some examples, if they

are going to be a major source of PM-10, they would

have to apply LAER and offsets for PM-10.

And what offsets are are emission6

7 reductions within the nonattainment area itself

8 that are used to offset the increase in, the

In other9

10

11

12

increase in emissions from the plant .

words, you actually reduce emissions in the

nonattainment area for what they currently are

before the f facility can be built .

13 Now the ratios that they have to meet for

14

15

16

17

18

offsets depend on several things, one is would they

have what ' s known as a significant impact on the

area, and that ' s determined through using EPA

approved dispersion models and emissions that would

be there from the f ability.

19

20 things.

What they have to show is several

One is the area is already in an

21

22

23

24

attainment for particulate pollutants as shown by

monitoring stations that would be surrounding the

area that ' s run by the county, they would have to

show that will not cause that area to go into

That if the area that ' s been shown25 nonattainment .
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1

2

3

would attempt to follow their permit, but what

should happen if they violate one of their permit

conditions?

4 MR. LIEB: That 's a very good question.

5

6

I just work in the permitting area .

mind, I 'll turn that over to Mr.

If you don't

Peplau who's the

7

8

9

10

11

12

13

head of the air quality division.

MR. PEPLAU: Good morning, my name is

Steve Peplau, division manager, air qualify for

Maricopa County.

Certainly if and when the permit is

issued, that only starts the, kind of the journey

on this.

14

15

16

17

18

19

As Dale had mentioned, they would go

through extensive stack testing that ' s required by

that permit. If they don't complete that stack

testing or complete it in compliance, obviously

they would have to do additional corrective actions

on that or whatever additional controls, if

20

21

22

23

necessary, to meet the limits .

But say the permit got to the point of

being issued, what we would normally do in a case

like this with the continuous emission monitors,

24

25

those normally report to us quarterly, they do take

six minute numbers. So basically they' re being
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1

2

be way out of compliance to really be able to set

those kind of tools in motion.

3

4

5

6

7

But what we do try to do, if they are

nonattainment, is really to have them brought all

back if they sti l l  have to operate a l itt le bit,

just so they at least minimize their emissions

during that period of time .

MEMBER TOBIN :8

9

10

Have you ever had problems

with SRP as f at as permits and being responsive to

actions from Maricopa County with their other power

11 plants?

12 MR. PEPLAU:

13

14

15

No, we have not. They have

acted very responsibly and we certainly would' t

anticipate them, you know, operating in a

noncompliant situation.

16 MEMBER TOBIN : Mr. Limb, you said that a

17

18

significant impact would be a one percent increase

in NOt.

19

20

21

22

Now, i f I heard you correctly, what

you're saying is they cannot have a significant

impact . Is that accurate, i t would have to

ameliorate that?

23 MR. LIEB: Two clari f ications. The one

24 The

25

percent was a example on the NOx side .

significant impact numbers vary by pollutant to
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2

question when I was here on that particular day and

she had mentioned that no, she did not have the

And this is on the record.3 figures .

4

5

Q.

question I

Dr. Labban, you need to listen to my

My question was :

6

7

8

Do you have any basis upon which to

challenge her credentials to perform that study?

A. Yes .

9 Q. And what is that basis?

10 A.

11 all the stats.

she does not live here, she doest' t have

All these are looking at are the

And there is a lot more12

13

14 Q.

15

16

17 Q.

18

figures presented to her.

involved to that than simple pure numbers

Is that the only basis upon which you

challenge her credentials. to perform that study?

A. At the present time I would say yes.

So you don't have a problem with the

degree that she obtained?

19 A. No, I have no problems with her degree

20 per se.

21

22

23

Q. You don't: have any problems with the past

experience that she' s had in performing air quality

studies?

24 A.

25 Q.

Well, I have some questions there also.

What are those questions?
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1 A.

2

3

that question.

had been presented.

As I mentioned, you've had my answer to

I feel that not enough information

It had to do, obviously, with

4

5

6

7

what SRP is trying to prove. And it is going to be

a safe facility that's going to be operating here

in the greater Gilbert area and at this point I

think the studies do not document and do not

8

9

10

support what they're trying to prove .

MR. HEYMAN: Mr. Bullis, could you

instruct the witness to answer my question?

And if he doesn't know,

I

11 don't think he knows .

12 But I don't know if

13

14

that's an acceptable answer.

he ' s trying to bluff it or just not answering my

question.

15

16

CHMN. BULLIS: Do you have any additional

information to provide in response to the

17 question?

18 THE WITNESS : No .

19 Let me ask it to you

20

21

Q. (BY MR. HEYMAN)

then this way so there is no concern:

What was the subject matter of

22

23

Dr . Whipple ' s testimony?

A. SRP' s expansion of the San Tan generating

24 station .

25 Q. If you don't know, you can say you don't:
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1 know .

2

3

4

5 A.

6 information.

7

Is there anything more specific that you

recall about Dr. Whipple ' s testimony other than it

dealt with the expansion?

As I mentioned, I briefly reviewed the

I didn't have an other specifics.

You don't recall what Dr. Whipple'sQ.

8 testimony dealt with?

9 A. I had to look

10

I was not present for it .

at the information that was presented to me .

11 Q.

12 A.

13

Do you recall it or don't you recall it?

I 've already answered that question.

CHMN. BULLIS : You can move on.

14 MEMBER SUNDIE :

15

Mr. Chairman, I don't

ever remember seeing any written material from

I think this was all verbal .16 Dr. Whipple.

17 MR. SUNDLOF : There was an exhibit .

18 MEMBER SUNDIE : Is that available to the

19 doctor?

20 MR. SUNDLOF : It's in the book. And all

21 the Interveners had access to the book.

22 THE WITNESS : I have the book.

23 MEMBER SUNDIE : Do you have a copy?

24 THE WITNESS : I have the book .

25 Q. (BY MR. HEYMAN) Dr. Labban, I do take it

in \\ll\lull III_1111-1



1230

BEFORE THE POWER PLANT AND TRANSMISSION

LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

IN THE MATTER OF THE APPLICATION O
SALT RIVER PROJECT OR THEIR
ASSIGNEE (S) I IN conFoRt4AncE WITH
THE REQUIREMENTS OF THE ARIZONA
REVISED STATUTES 40-360.03 AND
40-360.06 FOR A CERTIFICATE OF
ENVIRONMENTAL COMPATIBILITY
AUTHORIZING THE CONSTRUCTION OF
NATURAL GAS-FIRED, COMBINED CYCLE
GENERATING FACILITIES AND
ASSOCIATED INTRAPLANT TRANSMISSION
LINES, SWITCHYARD IN GILBERT,
ARIZONA LOCATED NEAR AND SOUTHEAST
OF THE INTERSECTION OF VAL VISTA
DRIVE AND WARNER ROAD.

F)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

L-00000B-00-0105

CASE no. 105

12

13 At :

14 Date:

Mesa, Arizona

November 21, 2000

15 F i l e d :

16
REPORTERS I TRANSCRIPT OF PROCEEDINGS

17

18
VOLUME VI

(Pages 1230 through 1454)

19

20 INC n

21

22

ARIZONA REPORTING SERVICE,
Court Reporting

Suite Three
2627 North Third Street

Phoenix, Arizona 85004-1103

23 BY :
Prepared  fo r :

24

CECELIA BROOKMAN, RPR
CCR No. 50154
CAROLYN T. SULLIVAN, RPR
CCR no. 50528

25



1306

1 A. I think I mentioned earlier that the basic

2

3

4

5

6

water treatment in the cooling loop is a type of acid

and a type of chlorine which is added to keep the pH

in balance and keep the algae down. The water in that

system does not come in contact with the generators .

You said yesterday something about ammonia .Q.

7 Am I correct?

8 MR. SUNDLOF : That

9

10 But go ahead.

You spoke11

I just want to clarify.

was not with respect to the water treatment, that was

with respect to the emissions control .

(BY ms. PARRAULT)Q. Okay, ammonia .

12

13

about ammonia yesterday?

Yes, I did.A.

14 Q.

15

16

17

From my tour I remember you saying something

about that you were going to no longer use ammonia

because it was dangerous. Do you remember your

telling us something about that, what you said?

18 A. We do not the ammonia is not used in the

I think I mentioned

20

21

22

23 Is that a

24

19 processes that we have today.

yesterday that ammonia would be used associated with

the selected catalytic reduction process in the new

units, which is a NOx controlled process.

Q- Is that in great quantities?

dangerous substance when it ' s being transported?

A. The type of ammonia that we will be using is25
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1 not hazardous material

2 Q. I know someone may have talked about this., I

We talked about noise. I f3

4

5

just wanted to clarify.

each piece of equipment -- you talked about a soft

radio music, that it was -- it would be created, and

the noise would be in reference to the soft radio6

7 That is for each

8

9

music, and I just wanted to clarify.

one of those, let 's say stacks or HRSGS, where that

would' be handled, were you talking per unit, tha t  i t

would be the noise of a soft radio?10

11 A. I think the exhibit which we looked at

12 yesterday indicated that the soft -- that a level of

40 db was consistent with the sound in a residential13

14 Also, on

15

area at night or soft music from a radio .

that chart and slightly above that level was an

indication of the acoustical design target that we 've16

17 set for the new plant .

18 Q.

19

20

So I guess my bottom line is if we put al l

these different stacks and HRS Gs and everything

together, plus the old unit, would that be the --

21 would the sound be likened to soft radio music,

22 meaning all of it together?

I don't think I testified to that, no, it23 A.

24 would not.

25 Q. So in other words, it would be like many
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1 Q. And who would have that information?

2 A. I 'm sure our advertising group would have

3 that information.

4

5

Q. Did you have any discussions with the Town of

Gi lbert regarding the zoning or land use jurisdiction

6 issues?

7 A. No, I  d id  not.

8 Do you know of any ten-story buildings around

9 that area?

10 A.

11

12

13

I 'm not aware of any ten-story buildings in

the area of ~the Santan plant, no .

Q- Do you know what type of chemicals the SCR

technology wil l  take?

14 A. Generally there' s ammonia used in that

15 process, aqueous ammonia.

And where is that stored?16

17

Q.

A. It wi l l  be stored in a tank that we would

18 site associated with the new project .

19 Q.

20

21 A. We wil l  take a l l

22

And do you have emergency plans filed or are

you working on that?

We will have, yes.

necessary safety precautions for the storage and the

use of that chemical .23

Q

24 And do you know what could happen if there

25 was an emergency? What type of evacuation or what

Q.
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1100

1

2

of excess capacity in that existing gas transmission

line, so we will have to build a new line and it will

probably be in the vicinity of a 16-inch line to

4 provide sufficient supplies of natural gas for the new

3

5 generating units.

SRP has started discussions with El Paso6

7 Natural Gas Company on the location of that line .

There are at least three different routes that -- over8

10

9 which that line could be built into the plant and

we're really a long way from determining the best

route to do `that.11

12 Q. Mr. Dietrich, what will SRP do to respond to

13

14

community concerns about the natural gas supply?

The existing line has been operated under

15 strict federal standards. We certainly intend to

16 operate the -- any new f abilities under those same

standards.17

18

19

20

21

22

23

24 So it is

25

I 'd also like to point out that the existing

line is owned by and operated by El Paso up to the gas

metering f facilities which are on the SRP property.

It ' s uncertain right now as to who will operate or

have ownership of any new gas line, but again, it's

very possible that El Paso might have the ownership of

that line, again up to the SRP property.

possible that the only gas facilities that SRP would

A.
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1 But the best thing is to have your generation as close

2 to your load as possible.

3

4

5

6

7

Say if you could have a photovoltaic on every

house, then you'd supply your own power, which is like

distributed generation. So in that way, that ' s the

best thing. If you don't have that, then you have the

larger plants that are needed to support that .

8 MEMBER TOBIN:

9

10

Now, then, go back to

Coolidge, because we 've got three load centers, is my

understanding, one in Tucson, one in Phoenix, and one

11 in Yuma .

12 MR. EIVIERSON : Yes .

13 MEMBER TOBIN :

14

15

Now, would the Coolidge plant ,

i f  indeed i t gets i ts cert i f icate, and i f  indeed i t is

bui lt, I  know there's a lot of i fs, is that going to

be within the Phoenix load center or not?16

17 MR. EIVIERSON :

18

20

What 's happening, what is

proposed down there is they are proposing to put the

19 plant there, but what also they're going to do is

they're going to upgrade the Western Area Power

21 Administration' s power line with larger conductors,

and then with that, it will be able to move that power

within what is called that constraint area. Without

22

23

24

25

them upgrading that line, they couldn't get it into

the service area. So that's about the best I can do.



ll-llll I

4132

BEFORE THE POWER PLANT AND TRANSMISSION

LINE SITING COMMITTEE

1

2

3

4

5

6

7

8

9

10

11

12

IN THE MATTER OF THE APPLICATION OF )
SALT RIVER PROJECT OR THEIR )
ASSIGNEE (s) I IN CONFORMANCE WITH )
THE REQUIREMENTS OF THE ARIZONA )
REVISED STATUTES 40-360.03 AND )
40-360.06 FOR A CERTIFICATE OF )
ENVIRONMENTAL COMPATIBILITY )
AUTHORIZING THE CONSTRUCTION OF )
NATURAL GAS-FIRED, COMBINED CYCLE )
GENERATING FACILITIES AND )
ASSOCIATED INTRAPLANT TRANSMISSION )
LINES, SWITCHYARD IN GILBERT, )
ARIZONA LOCATED NEAR AND SOUTHEAST )
OF THE INTERSECTION OF VAL VISTA )
DRIVE AND WARNER ROAD. )

)

L-00000B-00-0105
CASE no. 105

13 At:

14 Date:

Mesa, Arizona

February 12, 2001

15 Filed:

16
REPORTER'S TRANSCRIPT OF PROCEEDINGS

17

18 VOLUME XX
(Pages 4132 through 4405)

19

20

21

22

ARIZONA REPORTING SERVICE, INC •
Court Reporting

Suite Three
2627 North Third Street

Phoenix, Arizona 85004-1103

23 By : JANICE SCHUTZIVIAN,
CCR No. 50353

RPR, RMR
Prepared for:

24

25



4377

1 Santan, one or the other. And the committee would

2 have to face a CEC either way.

Then that would mean a3 MEMBER CAMPBELL :

4 different location for a plant would be

5 aPpropriate?

6 MR. EIVIERSON :

7

8

9

10

11

12

13

14 somewhere •

15

16

Once you have the need for

internal generation like that, then the thing from

Santan, moving it somewhere else would, by SRP's

figures, be roughly $100 million to move it

somewhere else, would be more expensive.

So what you'd be doing is, if you didn't

approve Santan, then what you would have is another

location for internal generation in the .east valley

So SRP would then go back to the

drawing board and look for another location for the

generation.

17 (Voices from the audience.)

18 CHMN. BULLIS:

19 Please .

Please keep it down.

Have some courtesy for the folks who are

20 speaking I

21 Any other comments by any other committee

22 members ?

23 MEMBER WHALEN :

24

Mr. Chairman, just as a

I was unfortunately not

25

comment on Coolidge .

present during the committee' s hearings on the
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September 8, 2000

Kenneth C. Sundlof, Jr.
Jennings, Strauss & Salmon, P.L.C.
Two North Central Avenue
Phoenix, Arizona 85004

Salt River Project
Proposed Santan Generating Facility Expansion
Evaluation of Potential Impact on Area Home Values

Dear Mr. Sundlof:

In accordance with your request, PricewaterhouseCoopers LLP ("PwC") has completed a real estate consulting
assignment related to the proposed expansion of the existing SRP Santan Generating Facility (the "Facility") located
near the southeast comer of Warner and Val Vista Roads in Gilbert, Maricopa County, Arizona. The purpose of this
assignment is to evaluate the impact, if any, of the proposed Facility expansion (the "Expansion Plan") on the
marketability, pricing and/or market value of improved residential properties located in the neighborhoods
surrounding the Facility ("Study Area"). The effective date of this analysis, and the conclusions stated herein, is
August 31, 2000, the date of closing for the most recent home sales analyzed in connection with this study.

EXECUTIVE SUMMARY

Assignment Overview
In this assignment, you have asked us to evaluate the following issues as they relate to the Expansion Plan:

1

•

The extent to which participants in the area home sale market are aware of the Expansion Plan;

The significance of the Expansion Plan in the area home purchase decision-making process,

The impact, if any, of the Expansion Plan on area home sale prices,

The impact, if any, of the Expansion Plan on home sale characteristics, such as marketing time, listing
and selling prices, turnover, rates of appreciation, etc.,

Indications as to whether and how home sale prices might be influenced as the Expansion Plan is
implemented.

Assignment Objectives and Methodology
To address these issues, we have specified the following objectives and performed the following tasks and analyses:

Oualitative Analvses

Objectives:
To evaluate the extent of public awareness regarding the Expansion Plan,

To identify positive and negative attributes associated with the neighborhood and area home
purchases, and

To evaluate the significance of those attributes in area home purchase decisions.

•

•

RE:

Analyses Performed:
Reviewed the characteristics and history of the existing Facility, its location, and the Expansion Plan in
conjunction with land use trends, patterns and influences in the local neighborhoods and surrounding
area,

•
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Reviewed mitigation efforts proposed by SRP to minimize environmental and visual impacts:

Evaluated public information materials, events and media exposure,

Interviewed real estate brokers active in the local market, and

Interviewed sales agents in the new home subdivisions nearest the Facility.

Ou an titalive A nalvses

Objectives:
To identify and evaluate the most reliable indicators of potential impact of the Expansion Plan on area
home prices,

To identify a Study Area as the basis for quantitative analyses,

To develop residential sale transactions database comprised of home sale transactions and listing data
for single-family residential properties within a two-mile area surrounding the Facility between
January 1999 and August 2000.

To develop a quantitative comparison of area home sale price trends and related indicators before and
after the market became generally aware of the Expansion Plan, and

To develop a quantitative comparison of area home sale price trends and related indicators at selected
distance intervals from the Facility.

•

Analyses Performed:
Sale Price per Interior Square Foot analysis - Analysis of home sale price appreciation before and after
general market awareness, and at varied distances from the Facility.

Days on Market analysis

•

_ - Analysis of marketing time, defined as the period between the date on
which a home is listed for sale and the date that a sale contract is executed by a buyer and seller.

Turnover Rate analysis - Analysis of number of homes sold relative to total number of homes in the
selected Study Area.

Ratio of Sale Price to List Price analysis - Ratio analysis, also perfumed over time and distance.

Proximity Study - Multiple regression analysis to determine whether and how home prices are
influenced by proximity to the Facility.

Findings and Conclusions
Based on our analysis, we have drawn the following conclusions, which are discussed in detail in subsequent
sections of this report:

Market awareness of the Expansion Plan has grown significantly since May, 2000 - The Expansion
Plan was first announced by SRP in August, 1999. Our interviews with real estate brokers active in the
local market indicate that public awareness has become widespread over the last several months. Based
on information provided to us through real estate broker interviews, .and based on our analysis of media
and other public information events, we have selected, for analytical purposes, May l, 2000 as the date
upon which the market is assumed to be generally aware of the Expansion Plan.l

Home sale price appreciation is consistent across varied distances from the Facility. We analyzed
home prices across four Study Areas, consisting of residential neighborhoods located within concentric,
one-half mile rings from the Facility. If the Expansion Plan were influencing sale prices, we would
expect to see lower rates of appreciation in the Study Areas located nearest to the Facility. To the
contrary, our analysis indicates that appreciation rates are consistent across all four Study Areas.

"1
J . There is no indication that the marketing time of homes located near the Facility has been affected by

the Expansion Plan.

1 The selection of this particular date is based solely on our interpretation of qualitative considerations, and should not be
construed as anything other than a benchmark selected for analytical purposes.

2.

1.

2
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There is no indication that the turnover ratfor homes located near the Facility has been affected by
the Expansion Plan.

There is no indication that the ratio of selling prices to listing prices for homes located near the
Facility has been affected by the Expansion Plan.

There is no indication that proximity to the Facility is ajfeeting selling prices for homes located
nearby. Our statistical analysis, based on development and application of a multiple regression model,
indicates with a high degree of statistical reliability that proximity to the Facility has not had a
significant influence on home prices at any time during the two-year period analyzed. Moreover, the
data indicate that pricing is consistent across the selected time periods as well as across the selected
Study Areas.

We identified only two situations where the Expansion Plan has reportedbf iImIuenced the transoefion.
In one instance, a real estate broker attributed an extended marketing period for the sale of a home to the
Expansion Plan.3 In another instance, we were informed that a prospective buyer in a new home
subdivision declined to pursue a purchase upon being informed of the Expansion Plan.;

While there appears to be a genuine, though limited degree of, concern regarding the Expansion Plan
in areas proximate to the Facility, the transactions data indicate that there is currently no impact on
home sale prices. Moreover, weird nothing in the market, in the sale data, or in the Expansion Plan
fo suggest that buyers and sellers will attribute any greater or lesser sign yicanee to the Expansion
Plan in the future than they do today.

In general, we conclude that, while a moderate level of concern regarding the Expansion Plan does exist in
neighborhoods proximate to the Facility, there is currently no indication that the marketability, pricing and/or market
value of homes located in those neighborhoods have been affected by the Expansion Plan. Moreover, we do not
currently see anything in the market to suggest that this is likely to change if and when the Expansion Plan is
implemented.

Sincerely,

Thomas E. Kabat, MAl, IM
Director - Financial Advisory Services
PricewaterhouseCoopers LLP

The analysis reported herein was prepared pursuant to USPAP Standards Rules ('lSI.R. '9 4 and 5 addressing the
development and reporting of real estate consulting services. This report is presented in summary format, and is
consistent with the intent of USPAP S.R. 2-2(b) in that it summarizes certain information that was considered but is
contained in our work/iles. The report is not intended to be semcontained .

2 We were informed that a prior contract on the same home had previously fallen out of escrow for reasons unrelated to the

Expansion Plan. Therefore, the extended marketing time for this particular sale cannot be attributed solely to the Expansion Plan.

It is also important to note that, in this transaction, the home in question ultimately sold for 100% of the original listing price.

3 The sale agent who informed us of this situation indicated that this was only an isolated instance. In her opinion, the Expansion

Plan is not a factor influencing the home purchase decisions of prospective buyers in her subdivision.

4.

5.

6.

7.

8.

3
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Real Estate Appraisal Services

Sean M. Kelly, MAl
President

August 21, 2000

Mr. Kenneth C. Sundlof, Jr.
Jennings, Strouss & Salmon, P.L.C.
Two North Central Avenue, 16th Floor
Phoenix, Arizona 85004-2393

Re: A study of the impact of the existing Suntan Generating Station (Gilbert, Arizona) on
nearby residential property values
(Kelly Commercial Consultants FileNo. 715-00)

Dear Mr. Sundlof:

At your request, I have conducted a property valuation study on the various residential
subdivisions surrounding the existing Santan Generating Station. The purpose of the study is to
determine the past and present impact of the existing Santan Generating Station (in Gilbert,
Arizona) on nearby residential property values.

This study will focus on two time frames. The first time frame will analyze sales data from the
first sales in various subdivisions development (in 1994-1995) through July 15, 2000, while the
second time frame will analyze sales and listings from the time the proposed Santan Expansion
Project was announced publicly, in August of 1999, through July 15, 2000.

In this study, numerous single-family home sales (within subdivisions) closest to the Suntan
Generating Station have been analyzed to detennine if their sale prices are affected, as compared
to other home sales within the same subdivision, but not adjacent to Santan Generating Station.
The study includes analysis of home appreciation rates and periods of ownership (holding period)
for homes adjacent to, and not adjacent to, the Santan Generating Station, as well as a
comparison to Metropolitan Phoenix statistical data.

For purposes of this analysis, Santan Generating Station will often be referred to as Santan.

This is not an appraisal report, nor a summary of one. This is a property valuation study that
is limited in scope. The data relied upon for this property valuation study included Maricopa
County public records (sales data, ownership data, and maps) and Multiple Listing Service (sales
and listings).

209 EAST BASELINE ROAD, SUITE 205 • TEMPE, ARlZONA 85283
(480 )839 -8039  •  F A X  (480 )838 -8950
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August 21, 2000
Page 2

A total of six subdivisions in the immediate area of Santan Generating Station have been
analyzed, including Rancho Cimarron, Cottonwoods Crossing Unit 1, Cottonwoods Crossing
Phase 2, Western Skies Estates Unit 1, Western Sides Estates Unit 2 and Western Sloes Estates
Unit 4. In order to reduce the impact of any one individual piece of data, large data groups and
individual comparisons have been relied upon.

The existing Santan Generation Station was placed into operation in 1975, some 20 years prior
to the beginning of development of the various nearby subdivisions, including the study groups
in this report. Therefore, over the years, the residential homeowners have been well aware of
the plant's existence. The section beginning on page 183 provides an overview of the plant's
physical characteristics, mitigation and enhancement measures.

The study includes analysis of the four primary topics, summarized as follows:

1) Comparison of the sale prices of homes acyacent to Suntan to the sale pn'ces of those
homes which are further removed, yet within the same subdivision.
Conelusion: Based on the study groups analyzed, the presence of Santan Generating
Station has had no measurable impact on the sale prices of these homes.

2) Comparison of rates of appreciation/depreciation.
Conclusion: Based on the study groups analyzed, appreciation rates appear to have
been unaffected by the presence of Suntan Generating Station.

3) Comparison of periods of ownership.
Conclusion: Based on the study groups analyzed, periods of ownership appear to have
been unaffected by the presence of Santan Generating Station.

4) Companion of listing activity, including days listed on the market prior to selling.
Conclusion: Based on the study groups analyzed, listing activity appears to be
generally unaffected, and the statistics for days on the market were found to be
comparable between adjacent and non-azhacent homes. Therefore, the presence of
Santan Generating Station has had no measurable impact on listing activity.

Gverall, based on the study groups analyzed, and as of July 15, 2000, I conclude the existing
Santan Generating Station has had no measurable impact on the value or marketability of
the residential homes. The data suggest that since the announcement of the proposed
Santan Expansion Project,  there has been no measurable impact on the value or
marketability of the residential homes. Overall, I am unable to definitively predict the
effect of the Santan Expansion Project on nearby residential property values. However,
af ter taking into account the data outlined in this report, and assuming there are no
negative health effects, and assuming the proposed mitigation and enhancement measures
are completed, the evidence suggests that the effect of the proposed Santan Expansion
Project will be negligible
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August 21, 2000
Page 3

The following is a detailed presentation of the facts and data analyzed for the conclusions.

The information from this report is based on Maricopa County public records and Multiple
Listing Service (MLS) data as of July 15, 2000. Therefore, any recorded sales or listings after
July 15 will not be included.

The opportunity to assist you has been appreciated. If there are any questions or comments,
please contact my office at (480) 839-8039.

/Respectfully submitted,

\

E:'an M Kelly, MAl
Certified General Real Estate Appraiser (State/ofArizona)
Cerrqieale No. 30178

SMK/kf

715-00
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1

2

3

4

5 information.

6

is a party, I 've indicated to him that we still need

to follow the process that's established by rules, so

that, in other words, one party can't simply

communicate without allowing all parties that same

So I 'll be asking Mr. Sequeira to make

sure to follow the standard process that we've been

7

8

9

10

11

12

following throughout the proceeding, which is if

somebody files anything, it needs to be, the original

and 25 copies, at the Corporation Commission Docket

Control and provide copies to all the other parties in

the proceeding, just to make sure that we're still on

track in terms of the process.

13

14

Finally, before we get started, I just want

to take a look at the statute that discusses the role

15 of this Committee. And the statute identifies for us

16

17

18

19

20

several items that this Committee must consider,

factors that the Committee must consider in acting on

an appl ication for a Certi ficate of Environmental

Comparabil ity, so let me just read those off for the

benefit of everyone .

21 There are nine f actors n

22

23

no. 1, existing

plans of the state, local government, and private

entities for other developments at or in the vicinity

24

25

of the proposed site.

Paragraph No. 2, fish, Wildlife and plant



3754

1 life and associated forms of life upon which they are

2 dependent .

3 no. 3, noise emission levels and interference

4 with communication signals .

5

6

7

8

9

10

No. 4, the proposed availability of the site

to the public for recreational purposes consistent

with safety considerations and regulations.

No. 5, existing scenic areas, historic sites

and structures, or archeological sites at or in the

vicinity of the proposed site.

No. 6, the total environment of the area.11

12 No . 7, the technical practicability of

13

14

15

16

achieving a proposed objective, and the previous

experience with equipment and methods available for

achieving a proposed objective .

No. 8, the estimated cost of the f facilities

17

18

and site as proposed by the applicant, and the

estimated cost of the f abilities and site as

19

20

21

recommended by the Committee, recognizing that any

significant increase in costs represents a potential

increase in the cost of electric energy to the

22

23

24

25

customers or the applicant .

And No. 9, any additional f actors which

require consideration under applicable federal and

state laws pertaining to any such site.
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1 That's part of the statute that deals with

2 this Committee.

3 With that, I think we're now -- we've heard

4 the evidence, we 've heard the arguments of all the

5 parties and the interveners. We 've had a number of

6

7

9

10

recommendations and suggestions, proposed language,

and we appreciate all of that input very, very much.

8 And at this point I '  l l open it up to the Committee for

comments, deliberation, thoughts, any member of the

Committee that wants to get started.

11 Mr. Sur die .

12 MEMBER SUNDIE : I guess I will, Mr. Chairman.

13

14

With due respect to the Corporation Commission Staff,

I didn't see reliability at all mentioned in the

Is that correct?15 statute .

16 CHIVIN. BULLIS :

17 as one of those f actors I

Reliability is not identified

I will, however, note that

this Committee has those f actors identified for it18

However I

20

21

22

23

24

19 when it comes to the Corporation Commission.

the Corporation Commission, when they act on an

application, has a -- and if there's a request to deny

or a request for review filed on a Committee action

that ' s in front of the Corporation Commission, they

have a slightly broader charge, and the statute says

that the Commission shall, in addition to those25
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1

2

I 'm wondering with Mr. Apergis just said

it ' s not required for them to have the certificate

3

4

5

of environmental compatibility to go to Maricopa

County to get the air quality permit, and I would

think that that would be an automatic before we get

6 They

7

8

9

10

11

a permit for environmental compatibility.

would come and present that they are going to apply

to the air quality, but it seems like the process

right now is going backwards and we' re going to

give them an environmental compatibility

certificate and then go and try to get the air

12 quality permit .

13 CHMN. BULLIS: Thank you, appreciate

14 those comments .

15

16

At the close of last: proceeding --

I would like to know is thatMR. KWIAT:

17 by law that they can do that or why is that process

18

19 We have ,

20

going that way, that 's my question.

CHMN. BULLIS : Thank you .

typically in f act what:'s required by law

21

22 CHMN. BULLIS:

23

24

25

(Voices from the audience.)

I 'm going to ask you again

to allow the process to proceed.

By statute one of the requirements is

required as part of the, if a certificate is
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

granted, by statute, we are required to impose the

condition that says the application must meet all

state, federal and local permitting requirements.

So this, whether the permit, whether the

CEC comes first or air quality permit comes first

by law they are required to get that and that's

required to be a condition of the permit.

At the close of our last meeting here, we

had gone through and discussed a number of the

proposed conditions and we had asked SRP on the

basis of the discussion that they heard by the

committee and with the parties to take that and see

if they could prepare language that would reflect

or address the discussion.

15

16

17

18

20

21

22

And again, we 're not, nobody is voting

yet on whether there will be a permit issued or

not, but what I would like to do at this point is

to go through the proposed language that SRP has

19 prepared and presented to us and see if we have any

questions or discussion on those proposed

conditions, whether there is additional language

that we might want to, might want to consider, take

a look at and then basically see how far we can get23

24 with this language. And once we've gone as f ar as

2 5 we can go, then comes a question is that enough.
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1

2

3

4

recommendations that were supplied today, or at

least passed out today by Mr. Kwiat, and that's on

the document entitled The Original and 25, case No.

105, and i t's ti t led Certi f icate of Environmental

5

7

Compatibility. It 's a one page document, it has

6 Mr. Kwiat's signature at the bottom, it indicates

it was filed in docket control as well .

8

9

10

11

12

13

So I want to identify these suggestions

as well by Mr. Kwiat, and I'll read these:

Conditions to be considered in regards to

the proposed expansion of the Santan power plant

submitted by Intervenor Mark Kwiat:

SRP would not take any action to exercise

14

15

16

17

18

19

20

their right to transfer, if approved, certificate

of environmental compatibility, as stated in the

state statutes No. 40-360.08 A -- as in apple -- to

the likes of any merchant plant for a period of 20

years. This is per their claim of energy is for

the sole need of the east valley.

The Line Siting Committee would2.

21

22

23

strongly consider these parameters in making their

final decision of approving or denying SRP's

request for a certificate of environmental

24 compatibility.

25 A. To deny approval for SRP request for
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1

2

3

certification proceeding may request a review

thereof by the Corporation Commission.

What that means is whatever this

4

5

committee decides, the parties, any party who's

dissatisfied, whether that be SRP or the Utility

6

7

8

9

Investors Association or the, any of the

Interveners, has an opportunity within 15 days to

request a review by the Corporation Commission.

The Corporation Commission will then make

10 the final decision to approve or disapprove or make

11 modifications to whatever action this committee

12 takes .

13

14

There is another provision of statute

that I want to make sure that the folks

15 understand. The statutes establish certain time

16 frames for this committee to act, within which this

17 committee must act .

18

The statutes provide that the

committee must act on an application within what

19

20

let me back up.

What the statutes say is if this

21

22

23

24

25

committee f ails to act on an application within the

applicable time period, and that applicable time

period for this committee is 180 days, that if this

committee f ails to act, then the Applicant may in

its discretion and in the interest of providing


