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BE | T REMEMBERED t hat t he above-entitled and
nunbered matter cane on regularly to be heard before the
Ari zona Power Plant and Transm ssion Line Siting
Commttee, at the Quality Hotel Anericana Nogal es, 639
North Grand Avenue, Nogal es, Arizona, conmencing at

1:12 p.m on the 5th of Septenber, 2017.

BEFORE: THOVAS K. CHENAL, Chairman

LAURI E WOODALL, Arizona Corporation Conm ssion

LEONARD DRAGO, Departnent of Environnent al
Quality

JOHN RIGA NS, Arizona Departnent of Water
Resour ces

JI M PALMER, Agriculture, Appointed Menber

MARY HAMMY, Cities/ Towns, Appointed Menber

JACK HAENI CHEN, Public Menber

PATRI Cl A NOLAND, Public Menber

RUSSELL JONES, Public Menmber

APPEARANCES:
For the Applicant Nogal es Transm ssion, L.L.C. :

EVERSHEDS SUTHERLAND (US) L.L.P.

By M. Janes E. Guy and Ms. Erin Elizabeth Mrrissey
One Anerican Center

600 Congress Avenue, Suite 2000

Austin, Texas 78701
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For the Applicant UNS El ectric,

UNS ENERGY CORP.
Legal Depart nent

09/ 05/ 2017

I nc.:

By M. Marc Jerden and Ms. Megan DeCorse

88 East Broadway Boul evard
Tucson, Arizona 85701

and
SNELL & WLMER, L.L.P

By M. J. Matthew Derstine
One Ari zona Center

400 East Van Buren, Suite 1900

Phoeni x, Ari zona 85004

For the Arizona State Land Department:

OFFI CE OF THE ATTORNEY GENERAL

By M. David F. Jacobs
Assi stant Attorney GCeneral

416 West Congress Street, 2nd Fl oor

Tucson, Arizona 85701

For the Arizona Corporation Comm ssion Staff:

M. Charles H Hains and Ms. Naom Davi s

Staff Attorneys
1200 West Washi ngton Street
Phoeni x, Arizona 85007
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CHWN. CHENAL: All right. Good afternoon,
everybody. This is the tine set for the hearing on the
application on what has been referred to as the Nogal es
Transm ssi on project, Case No. 176.

May | have a roll call of the menmbers in
att endance, please, starting wth John.

MEMBER RIGE NS: John Riggins, Arizona
Departnent of Water Resources.

MEMBER JONES: Russ Jones, nenber at | arge.

MEMBER WOCDALL: Laurie Wodall, designee of the
Chai rman of the Arizona Corporation Comr ssion

MEMBER HAMMAY: Mary Hamnay, representing cities
and towns.

MEMBER NOLAND: Patricia Noland, representing
t he publi c.

MEMBER HAENI CHEN: Jack Haeni chen, representing
t he publi c.

MEMBER PALVMER: Jim Pal mer, representing
agricultural interests.

CHWN. CHENAL: Al right. And Tom Chenal. |I'm
wth the Attorney General's Ofice and Chair of this
Commi ttee.

W11l the applicant please introduce -- counse
i ntroduce hinself and your team and then we wll go
around and introduce the intervenors as well.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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So, M. Quy, start with you pl ease.

MR, QJY: Absolutely. Good afternoon, Chairman
and Conmittee nenbers. M nane is Janmes GQuy with the
| aw firm of Eversheds Sutherland. Assisting ne today on
behal f of the applicants is ny associate, Erin
Morrissey, to ny right, assistant Chel sea Livingston who
under st ands how the i Pads work and all those, can help
you with that if we run into probl ens.

Al so assisting us is Matt Derstine with the | aw
firmof Snell & WIlner, and Marc Jerden and Megan
DeCorse with UNS El ectric.

CHWN. CHENAL: All right. Thank you very much.

M. Jacobs, why don't you go next. Wuld you
i ntroduce yourself, please, and who do you represent.

MR. JACOBS: Good afternoon, M. Chairnman,
Comm ttee nenbers. | am David Jacobs. | am an
Assi stant Attorney General with the Arizona Attorney
Ceneral's Ofice. | amhere representing the Arizona
Land Depart nent.

CHWN. CHENAL: GCkay. And M. Hains, please.

MR. HAINS: Yes, thank you. Good afternoon,
Chai rman, nenbers of the Commttee. Charles Hains, and
wth nme is Naom Davis, on behalf of Staff of the
Uilities Division of the Arizona Corporation
Conmi ssi on.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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CHWN. CHENAL: All right. It appears that the
audio is very good today; conplinents to the audio crew.
The ACis working well. W have got robust wi-fi, | am
told, which is very good.

&oing through ny little checklist. W have
exhibits. The applicant's exhibits have been provided
to us both in paper and the nifty iPads, a nice little
way to provide us the docunents, and sonething we shoul d
consi der for future hearings.

We al so have the exhibits fromthe Corporation
Commi ssion Staff. | believe at | east the presentations
were provided anobng -- to the parties and to the
applicants and the other Comm ttee nenbers.

And | don't renenber, M. Jacobs, if you -- you
did submt sone proposed testinony, | believe --

MR. JACOBS: Yes, we did.

CHWN. CHENAL: -- last Thursday.

MR JACOBS: Correct.

CHWN. CHENAL: Whiich we had di scussed previously
at our prehearing conference. So | just want to make
sure that the parties are in agreenent that the exhibits
and testinony have been served on the other parties,
according to the procedural order, is that correct?

MR QUJY: That is correct.

CHWN. CHENAL: Ckay.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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MEMBER WOODALL: | don't have the Land
Departnent's exhibits, so at the appropriate tine can
have their exhibits or their testinony?

MR JACOBS: Certainly. | will bring a copy.

MEMBER WOCDALL: Thank you.

CHW. CHENAL: | want to just rem nd the people
in the audi ence -- and thank you for comng -- we can't
entertain conversations as nenbers of this Conmttee
about the substance of this hearing once the hearing is
started. So your comments woul d have to be, you know,
about sonething other than the nerits of this hearing.

I mean, we don't want to appear unfriendly; if
you want to tal k about the weather, that's fine. But if
you are tal king about the application itself or the
testinony or things like that, or giving your opinion or
wanting to get one of us to coment on sonething, we
can't do it. So don't take that as being unfriendly on
our part. W just can't do it.

But we wll take your comments gladly at public

conment at any tine you are able to provide it to us.

W will have a public comment hearing this evening
starting at 6:00. And | will make sure that if anyone
is here that, you know, we will take your public

conment, you know, whenever it is convenient for you.
Today after the public -- after the opening

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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statenments, | understand there is a person here who

would |li ke to provide public comment and we are happy to

do that.

All right. So we are here today and tonorrow
for the hearing. W wll talk about tours |ater, but
assuning there is a tour, the tour will be tonorrow

norning starting at 9:00 a.m approximately for a couple
hours to see the Nogales facilities, resune the hearing,
then finish, well, tonorrow then after, at around 5: 00,
nost of us, if not before then, will proceed to the
Tucson venue.

And t hen Thursday norning, we will have a tour
of the transmssion line. That's projected to take a
little nore tinme, you know, sone or all of the norning.
Then we will have the hearing in the afternoon, continue
the hearing in the afternoon at the Tucson venue, and
t hat evening we will have public comment as well. And
then Friday, we will finish up and do our deli berations
and di scuss the CEC

Two parties have intervened as a matter of
right, the Arizona State Land Departnent and the Arizona
Cor poration Conmm ssion Staff. And they have the right
to intervene under the statute, and | authorized themto
intervene at the prehearing conference. There is one
notion to intervene not as a matter of right that was

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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filed by M. Magruder. | would like to take that up
ri ght now.

It is not really going to be an issue, for the
reasons | will explain, but he has filed a notion. |
think we should just deal with it on the record.

Marshall Magruder filed a notion to intervene to
becone a party. Unfortunately he is out of state at
personal matters he has to attend to in Annapolis. He
is a graduate of the Naval Acadeny and has natters to
deal with there and sone other matters in WAshi ngton.

So he filed a very conprehensive notion to
intervene with comments. And when we had our prehearing
conference, | advised M. Mgruder that we woul d not
conti nue the hearing because of his inability to attend
as he had requested, that we would hold the hearing, and
if we conpleted it as we expect by this week, then the
heari ng woul d be conpl eted, but that we would all ow him
to nove to intervene. W would allow himto appear by
tel ephone if he was allowed to intervene by the
Comm ttee and ask questions of w tnesses, and we tal ked
about a proposed tine schedule for that. Thursday
af t ernoon he thought was sonething he m ght be able to
appear .

The other option is that we treat his notice or
his notion as basically a public statenent in witing.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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And it appears now froman e-nmail that M. Quy advi sed
me at the beginning right before the hearing started
that M. Magruder will not be able to appear by

t el ephone or in any capacity in this proceedi ng.

So | guess we can tal k about whether we want to
allow himto intervene, but if we don't, then | would
propose that we treat his comments as a statenent in
witing. And we can ask questions of the applicant or
the other parties based upon what M. Magruder
subm tt ed.

Menber Nol and.

MEMBER NOLAND: Thank you, M. Chairman. | nove
that we do not allow M. Magruder to intervene, but we
do allow his statenents to be entered into the record.

CHWN. CHENAL: Very good. Do we have a second?

MEMBER WOODALL: Second.

CHWN. CHENAL: W have a notion and a second.
All in favor say aye.

(A chorus of ayes.)

CHWN. CHENAL: Ckay, very good. And that's what
| expected would occur. So heads up, M. -- excuse ne.

Menmber Wbodal | .

MEMBER WOODALL: So this is kind of directed at
the parties. Does anyone, would anyone find it
I npossi ble to respond to the questions, not the

COASH & COASH, | NC. 602- 258- 1440
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statenents, but the questions that M. Magruder has
raised in his filing?

MR QUY: M. Wodall, Janes Guy. No, that's
not a problemat all. M. Beck, Ed Beck, is one of our
W t nesses, and he is probably the one that is best
equi pped and has the nost know edge to respond to those
questions. And so we wll try to cover sonme of those
questions as part of his prepared direct. But if we do
not cover sonething that you would li ke to know nore
about, | would encourage you to ask hi mthose questions.

MEMBER WOODALL: I f during your exam nation of
M. Beck you are specifically responding to a particul ar
question, if you could provide that citation reference
to me, that will help nme ook through to see if there is
any followup questions. |Is that possible?

MR QUJY: W can do that, yes.

MEMBER WOCDALL: Ckay.

CHWN. CHENAL: Thank you.

And Menber Wbodall, you took the words right out

of nmy nmouth. | was going to give M. Quy a heads-up
t hat you can expect a lot of, if not nost of, these
questions will be asked by the Commttee. Because |
think they are good questions, and I think it wll make

for a nore conplete record.

13

VENMBER WOODALL: | wanted to ask if Staff or the

COASH & COASH, | NC. 602- 258- 1440
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Land Departnent had any conmment, because sone of these

questions m ght be pertinent to themas well, so...
MR JACOBS: | don't believe the Land Depart nent
wll, but I will make sure when our w tnesses are on.

MEMBER WOODALL: Ckay. M. Hains.

MR. HAINS: Chairnman, Menber Wodall, to the
extent that our w tness has seen the questions and has
the knowl edge, bearing in mnd that the underlying
information is comng fromthe applicant, our wtness
w ||l be anenable to and prepared to respond to those
questions if they are posed to her.

MEMBER WOODALL: Thank you, M. Hains.

CHWN. CHENAL: All right. Are there any issues
regardi ng the procedural order in ternms of conpliance,
or any difficulties that were encountered in connection
with the order?

(No response.)

CHWN. CHENAL: Ckay, | don't see that there are
any.

At our prefiling conference | believe it was
Cust ons and Border Patrol appeared tel ephonically. They
are not here at the proceeding. They did not file
anything to intervene. | do not have any conments in
witing or statenents in witing. | just wll -- the
concerns that were raised by the Custons and Border

COASH & COASH, | NC. 602- 258- 1440
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Patrol, | think it had nore to do with interference,
potential radio interference, conmunication
interference. WII that issue be addressed in the
course of the testinony by the applicant?

MR QGUJY: Yes, we will make sure we do that.

CHWN. CHENAL: GCkay. All right. Are there any
other matters that we shoul d di scuss before we go to
openi ng statenents? Any nenbers have any questions, or
any parties?

(No response.)

CHWN. CHENAL: Doesn't seemlike there are. So

M. Quy, if you are prepared, why don't we start wth

you for the opening statenment, and then we w Il proceed
to the other parties and then we will proceed with the
case.

MR. QUJY: Thank you, Chairman and Committee
menbers. You have your three-ring binders. You have
your iPads. Sone of you may have USB drives. And this
presentation is not on any of those. W do have paper
copies that Ms. Morrissey can distribute. But just so
if you are searching through | ooking for this one, this
presentation is not in there.

Overall this is really two projects, as you can
see on the title page there on the right. However, it
is really an exciting project overall that gives us the

COASH & COASH, | NC. 602- 258- 1440
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opportunity to inprove the reliability of the

transm ssion grid in southern Arizona, and also offers
t he opportunity for econom c benefits to ratepayers of
Ari zona that take service in the Nogal es area and

sout hern Ari zona.

So | ooking at the slide on the left, like I
said, these are really two interrelated projects. They
provi de an asynchronous connecti on between Ari zona and
Mexico's electric grid. W refer to them as the Nogal es
i nt erconnecti on project and the Nogal es Tap to Kantor
upgr ade project.

All the term asynchronous neans is that the two
grids, the grid in the United States and the grid in
Mexi co, are operating at slightly different phases. And
froma practical matter what that means is you just
can't connect the wires fromArizona to the wires in
Mexi co. They are both alternating current, AC, which is
the sane electricity we get in our hones, but because it
is on different phases, they are not synchroni zed. And
you can't connect them w t hout sonme way to synchroni ze
those currents. And the way that is done is with a
direct current or high voltage DC tie converter
equi pnent .

You probably have heard of DC ties before, DC
converters. It essentially converts the alternating

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 17

current to direct current, and that then allows you to
connect the -- allows the electrons, if you wll, to go
fromone grid to the other.

Now, when we refer to the DC tie converter

equi pnment, this is aboveground. It is housed within a
substation, and it is essentially back to back. It is
not over a long distance with the line. It is, on one

side you got electrons flow ng a certain way, on the

ot her side you have electrons flowing a certain way, and
then there at the DCtie it gets converted back to back.
And it is bidirectional, it goes both ways.

The project, as | nmentioned, wll inprove
reliability and facilitate an econom cal supply of
electric power to southern Arizona. Qur witnesses w ||
cover this, but essentially the Nogales area is
currently served by one 55-mle transm ssion |line. And
this connection, because it will also tie into Mexico,
gives us alternative sources of energy, different
mar kets, another way to bring in ancillary services.

The flow can go both ways, from Mexico to Arizona or
fromArizona to Mexico. It provides voltage support and
emergency assistance as well. It overall inproves the
reliability.

It is ajoint application. W have two
applicants. One is Nogal es Transm ssion, the other is

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ
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UNS El ectric.

So just to give you an overview of the project
generally, starting at the bottomon the |eft-hand slide
you see the Nogal es interconnection project. That's
poi nting roughly to where we are sitting now The
Nogal es i nterconnection project itself is conprised of a
Gat eway substation, and then it will -- which is | ocated
about two mles fromthe border. There wll be a 230kV
transm ssion line fromthe Gateway station down to the
border, and then there will be a three-mle
doubl e-circuit 138kV transmi ssion |ine that goes up
towards the Val encia substation. And that's that
roughly five mles, two mles between Gateway to the
border, and three mles between Gateway to the Val enci a
subst ati on.

Then you skip a gap, you go up the line about 20
mles, and you will see the sign that says Nogal es Tap
to Kantor upgrade project. That is a 27 and a half mle
existing 138kV transm ssion line. In order to support
the interconnection and the DC tie converter equi pnent,
UNSE needs to upgrade that |ine by essentially replacing
t he conductors that are there now and putting | arger
conductor on the line. So together, you know, that's
what -- we refer to it as one project. Sonetinmes in the
application we refer to two projects, but they are very

COASH & COASH, | NC. 602- 258- 1440
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nmuch interrel at ed.

The upgrade project, it was on the planning
books for UNSE, but obviously got accel erated because,
based on the systeminpact studies and the facility
study, they needed to do that upgrade now in order to
support the interconnection.

There are two different types. There is the
merchant transm ssion project. And for those of you who
are not famliar, that naybe were not on the Conmttee
during the Southline transm ssion case, a nerchant
transm ssion project is a project that is being
devel oped by a noni ncunbent utility. So for whatever
reason, that particular project was either not
identified by an incunbent utility or just hasn't been
devel oped.

So Nogal es Transmi ssion is actually not a
utility in Arizona. They are a project devel oper
devel oping this project. They al so have no captive
custoners fromwhich to recover their cost. So if the
proj ect does not go forward, Nogal es Transm ssion eats
t hose costs, doesn't pass anything on to the ratepayers.

The UNSE upgrade, or the upgrades that are
requi red because of the interconnection, those are costs
that ultimately get spread out on the system And those
are upgrades that have to take place in order to perform
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the interconnection. So part of the project is
merchant, part of the project is nore traditional.

There is al so the requirenent, because we are
building a transm ssion |line and operating a
transmi ssion |ine across the international border, there
is the obligation to get a Presidential Permt fromthe
Departnent of Energy. And that's pendi ng now.

The Departnment of Energy essentially | ooks at
two criteria. Nunber one, it |ooks at the inpact of the
project on the reliability of the U S. grid. So as part
of that permt process they are studying the reliability
and addressing those issues.

The second criteria the DOE uses is it has to
get -- it is subject to the National Environnental
Policy Act. So that's the NEPA environnental process
that nost of you are probably famliar with. And so in
order -- when we applied for that application for a
Presidential Permt, we submtted an application al ong
wth an environnental assessnent that was prepared by a
consulting firm And it included sone studies. And in
the process DCE retains a third-party consultant, a
di fferent consultant than the applicant used, and
prepares their own EA. And we have those docunents. W
have filed both those docunents as part of the
application, both the EA that the applicant submtted
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and the EA that the Departnent of Energy is preparing.

So yeah, just quickly on this map, I won't spend
a lot of tine on this because it is a little hard to
see, but the map on the right is a slightly zooned in
version of the Nogal es interconnection project. It
shows four alternative routes. You have these in your
bi nders, and when the w tnesses cover themwe can -- |
can point to you exactly where they are so you can see a
little better.

But essentially on the |left-hand side, right
above the Hunt | ogo you can see a red line that's
crossing the international border. That red |ine goes
north, and then there is other lines. There is a purple
line, a blue line, several different routes. And then
up kind of on your upper left-hand side, that is the
Gat eway substati on.

So fromthe border to the Gateway substati on,
that's the 230kV line. That is synchronized with the
Mexican grid. And then fromthe Gateway station on the
ot her side of the DC converter, it travels fromwest to
east to get to the Valencia substation, and that's --
and two or three routes, different segnents that we
could use to get to the Val encia substation

Ckay. So then the project to the north, the
Nogal es Tap to Kantor upgrade project, as | nentioned,
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that's a 27.5-mle line segnent. W refer -- | referred
to the gap earlier, sort of the gap between the

i nterconnecti on project and the upgrade project, |
believe it was back in the '80s -- M. Beck, others can
correct ne -- that gap, if you will, has already been
upgraded. So that's why there is a gap, because that
portion, that 20-m | e segnent has already been upgraded
and can handle this additional power that's going to
flow across the system But this northern part was not
upgraded at the sane tine that the other part was and so
that's why this has to be upgraded.

UNSE has perforned a nunber of environmental
studies to support the application in this case. This
27.5 mle segnent is not subject to NEPA, was not
subject -- was not part of the Departnent of Energy
Presidential Permt application because it i s upstream
and not connected with the, or directly connected I
should say, with the transm ssion of electricity across
t he border. But nonethel ess, UNSE has perforned a
nunber of studies and retained by both external --
retai ned external consultants as well as internal
anal yses.

So that's kind of an overview of the projects
fromthe | awers' perspective, if you will. And then we
have six witnesses lined up that can go into the details
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and answer your questions. W expect to call those
W t nesses in two panel s.

The Panel 1 witnesses on your left: Matt
Virant, with Hunt, is involved with the Nogal es
Transm ssion part of the project. Today he is going to
testify, just a general overview of the application as
well as the project itself, and he is going to focus on
t he Nogal es i nterconnection project, the five mles that
are down sout h.

Gabriela Canalas is also with Hunt Power. She
wll testify about the route sel ection process, how we
cane up with the four routes, why we sel ected
Alternative 3 as our preferred route. She w il discuss
the public outreach. And then she also was involved in
t he preparation of the tour schedul e and protocol that
t he Chai rman nentioned. And she will go through the
virtual tour that we have prepared fromthe desktop that
we can do in the roomfor the Nogal es interconnection
pr oj ect.

The third witness on our panel this afternoon
will be Ed Beck. He is director of transm ssion
devel opnent w th UNSE. He has been invol ved for many,
many years in the devel opnent and constructi on of
transm ssion projects. He has testified on numerous
Line Siting Commttee cases, and is very famliar wth
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this process and devel oping transm ssion. He wll| gave
an overvi ew of the Nogal es Tap to Kantor upgrade
project. He will also go over the proposed tour
schedul e and the virtual tour for the upgrade portion.
He will al so cover the technical conponents of both
projects. Sonetines you will see us refer to the CEC
facilities. That termrefers to both the northern
facilities and the southern facilities. And then he
will also nention the right-of-way acquisition process,
and the applicant's expertise and experi ence in being
abl e to devel op and construct these projects.

We expect to -- probably will not get through
M. Beck today. W wll probably get to him but then I
W ll suspect we will finish with M. Beck tonorrow
afternoon after the tour.

Then we will call our second panel, which is all
envi ronnent al experts.

Renee Darling is in-house with UNS Energy,
seni or environnental and | and use planner. She spent
many years as an external consultant, is now in-house.
She will go over the design phil osophy generally we
| ooked at when we were routing the facilities. She wll
tal k about the factors in the Arizona Corporation
Comm ssion statutes and rules that is sort of the
standard by which the Commttee eval uates projects |ike
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this. And then she wll also specifically get into the
details of the environnental studies and anal yses for
t he upgrade project.

M chel |l e Bi ssonnette is with HDR, environnental
consulting firm She will discuss the environnenta
studi es and anal yses for the interconnection project.

And then | ast, David Cerasale is an external
consultant with Westl and Resources. He is a biol ogi st
and he wll support both Ms. Bissonnette's testinony and
Ms. Darling's testinobny with respect to the wildlife and
bi ol ogy and those sorts of topics.

And again, you heard this nentioned a couple

times, the Chairman nentioned, we do have -- we proposed
a tour schedule. It is available if it is sonething the
Comm ttee finds hel pful. Tonorrow norni ng we have the

schedul ed tour, the interconnection project. W have
got two hours. W have five stops that we can make on
the tour with a couple of optional stops. And then
Thur sday norni ng, outside of Tucson, we have the tour
schedul ed for the upgrade project. That should take
about three hours and have four stops. W have
chartered vans for the Conmttee nenbers, and we shoul d
have room for everyone that would |like to attend.

In addition to the physical site tours, | think
we mentioned we created Google Earth flyover tours for

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017

both projects, and Ms. Canales and M. Beck will handle
t hose overvi ews.

Just briefly go through sone of the criteria
that you will be evaluating as part of this case.

The need and purpose, as | nentioned, it is an
asynchronous connection with Mexico. Sone of the
benefits that we are going to see fromthis project:

We believe it is going to enabl e cross-border
comrerci al energy transactions, and could result in cost
savi ngs for UNSE custoners and Mexi can | oad-serving
entities.

You get to those cost savings a couple ways our
W tnesses can testify to. But the cost savings
especially are, if a local utility is able to get sone
| oner cost power, that |ower cost power and the savings
woul d pass on to ratepayers. There is also the idea
t hat you have a spread-out use of the transm ssion
system al ong nore users, so you have nore users using
the sane system and it results in a |ower unit cost,
whi ch al so gets passed on to the users of those systens.

Mention a little bit about it inproves
transm ssion reliability and why that's going to happen
and why we believe that's a positive thing fromthis

pr oj ect.

And then the second part, the planned upgrade of
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the existing 138kV line, like |I nmentioned, that is

al ready on UNSE' s planning horizon. So it is going to
support their future reliability requirenments. And then
it is needed to support this project.

Al right. So, nunber one, we believe the
project is environnentally conpatible. W believe that
once you hear the testinony, you will cone to that
conclusion as well. It is based on multiple detail ed
studi es for both projects.

The first bullet point lists the various studies
that were perforned for the upgrade project. The second
bullet point lists the various studies that were
perforned for the interconnection project. Al those
studi es essentially show that we don't expect any
significant inpacts to the environnent. To the extent
there are sone things that need to be addressed, we have
commtted to mtigation neasures, and both Ms. Darling
and Ms. Bissonnette address those.

So this is the last slide, | believe. And what
we are requesting fromthe Commttee fromthe Nogal es
i nterconnection project, we are requesting approval of a
150-foot right-of-way within a thousand foot corridor.
So essentially we are requesting is that an area within
a thousand feet, 500 feet on either side of the
centerline, be certificated. But we will ultinately
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| ocate a 150-foot right-of-way wthin that spot on the
Nogal es Tap upgrade project. W are requesting a
100-foot right-of-way within that sanme, with a thousand
foot certificated corridor. And then | have given --
and the last finding, of course, is that the project is
conpatible with the environnment and ecol ogy of the State
of Ari zona.

At the Chairman's request, | believe it was at
t he prehearing conference, we have endeavored to give
you an i dea how we mi ght design the CEC route corridor
that we are asking for approval. A little bit difficult
to see, and | don't have paper copies of this yet, we
just received that this norning, but I wll get paper
copi es of this nmap.

So this is a map of the alternative route,
Alternative Route 3, the preferred route for the Nogal es
i nterconnection project. So you can see to the right,
top right is the Val encia substation. Top left, sort of
bl ue purple polygon, is the Gateway substation. Then
you can see the blue line is the approved route.

What we have done is, along the blue |Iine, which
is roughly the centerline of our Alternative Route 3, at
every turning structure we put a GPS coordi nate, so
| atitude and | ongi tude at each turning structure. So
you can find that spot, then draw the corridor 500 feet
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on either side of the side. So we can prepare one of
these for any of the alternative routes. But that's
what we have right now.

And, Chel sea, show that next slide.

Ckay. We also have, we have a simlar map for
t he upgrade project. And | wll bring a copy for the
Comm ttee for that. Wth that, that's all | have.

CHWN. CHENAL: All right. Very good. M. Quy,
could you mark that presentation as an exhibit and we
wll make that part of the record. | believe you
i ndi cated we don't have that yet, and | think it would
be good for the record to have that.

MR QJY: We will. | believe we will mark that
as Exhibit UNS-21.

CHWN. CHENAL: Al right. Very well.

(Exhibit UNS-21 was adnitted into evidence.)

CHWN. CHENAL: Now, we have a coupl e questions.
So Menber Hammay, | think, has a few questions, and then
Menber Wbodal | .

MEMBER HAMMAY: Yes, thank you.

So the two projects, are they dependent on each
other? So if the nerchant line can't sell the necessary
capacity in order to construct it, does the upgrade not
occur? And so ny question is: Wy are the two CECs
t oget her and are they dependent on each ot her?
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MR QUJY: Yes | think is the short answer to
that. There nay be sone nuances to that. Like I
menti oned, the upgrade of the 138kV line is sonething
that UNSE is already planning to do. But it doesn't
have a current need to do that today. It is sonething
out in the future that they woul d expect to need to do.

But they al so perforned a system i npact study
that shows the interconnection project -- which | my
not have said this, but the interconnection project
allows the transm ssion of 150 negawatts of power across
the border. The facilities north of the interconnection
project, the current facilities today cannot support
that 150 negawatts. So without the upgrade project, the
i nt erconnecti on project would not be commercial. So if
the interconnection project is sonmething that satisfies
that criteria and should nove forward, then we have to
get approval for the upgrade project as well.

The other side, the other, as far as dependency,
you know, probably doesn't work the ot her way.
Eventually, in the future, UNSE wl| need that upgrade
proj ect regardl ess of whether or not there is an
i nt erconnection project in place.

MEMBER HAMMY:  Thank you.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: Just to follow up on
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Ms. Hammay's questions. So UNSE is not going to be
building this line if there is no generation comng from
Mexi co or soneplace el se to go across the Nogal es

i nterconnection project? | don't see your attorney, so
if we need to save that when there is one, that would be
fine.

MR. @QJY: No. | can speak on behalf of UNSE
Wth respect to this proceeding as well, and then we
al so have M. Jerden and M. Derstine and Ms. DeCorse as
well. And M. Beck can probably address this based on
his experience with the open access transmi ssion tariff
and ot her reasons.

But when an entity requests to interconnect with
a utility, UNSE has an obligation to performthe studies
and make that interconnection. So if the
i nt erconnecti on project goes forward, then UNSE has an
obligation to i nterconnect.

MEMBER WOCDALL: That | understand. But let ne
get to sort of the nub of ny questions, and I wll just
pop off a series of topics so that you can hopefully
wormtheir way into your orderly presentation rather
than having me interrupt all the tine.

I have heard repeatedly that there are econom c
benefits to the ratepayer because there is going to be
an econom cal supply of electric power, that it is going

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 32

to provide access to additional energy sources and
mar kets and ancillary services. And that would probably
be true of al nmost any high voltage transm ssion |ine.

And so | guess what | amtrying to drill down to
is: Can you be a little bit nore specific? | nean,
these are potential benefits, but are there generators
that you are anticipating that would be using this? |
am sure the econom cal advantage of this is not limted
to the construction activities. | nmean | ampretty sure
you are not just relying on that.

And | did have a couple of other questions
relating to whether or not any Hunt entity or potenti al
Hunt entity has any generation or possible generation in
the works that would use this line to transfer power to
Mexi co. That's anot her question that | have.

And then | want to know a little bit nore about
the public outreach that was done in Arizona. |
understand there is a NEPA process. | amquite famliar
wth that, and | have read the draft. By the way, | am
assuni ng you are going to be putting in any addenduns
t hat have cone out to that draft EI'S, that you will be

putting that in the record. Wuld that be fair to say,

M. Guy?
MR QUJY: That's correct.
MEMBER WOODALL: Ckay. Wll, ny keenest
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interest is why this is an econom c benefit. And | have
heard that, and | haven't heard a | ot of specifics. And
| understand there is a chicken and egg; if you build
it, they will come, and they won't build it unless you
have the line. So | grasp that. But | would like to
have that drilled down a little bit nore, because at
this point it is kind of squishy for ne.

And that's basically all | have at this tine.
Thank you.

CHWN. CHENAL: Thank you.

Ckay. It doesn't appear that there is any nore
questions. So M. Jacobs, would you like to proceed
next wth opening statenent, sir?

MR. JACOBS. Yes. Thank you, M. Chairman.

M. Chairman, Conmttee menbers, once again, |
am Dave Jacobs here on behalf of the Arizona State Land
Departnent. The Land Departnent has intervened in this
case solely to address the Nogal es Tap to Kantor upgrade
project, the northern power |ine, and specifically wth
respect to the northernnost nine and a half mles of the
proj ect al ong WI not Road.

As the applicant's CEC application indicates, no
| ess than 70 percent and up to al nbst 90 percent of the
proposed right-of-way for the Nogal es Tap to Kantor
upgrade project wll be |located on state trust | and.
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The Land Departnent is very supportive of this project,

| want to make that clear, and is wlling to accept at
| east 70 percent of the project will cross state trust
| and.

However, the departnent cannot accommodate one
of the alternative routes proposed, Alternative Route 1.
And this is upgrade project Alternative Route 1 as
opposed to the interconnection project. That route
woul d travel along the west side of WInot Road and we
cross about six and a half mles of state trust | and.

UNS al ready applied to the Land Departnent to
anend its existing right-of-way, which currently is on
the east side of the WInot Road. It would have been --
it would be anended to the west side of WI not Road.
And on the east side of WInot Road, the right-of-way
crosses about four and a half mles of state trust | and.

The Land Departnent conpleted its application
evaluation in tine for this hearing and determ ned that
nmoving the route fromits existing |ocation on the east
side of WIlnot road to the west side would negatively
i mpact the surrounding state trust |and and woul d not be
in the best interest of the state |and trust.

The departnent accordingly issued Comm ssioner's
Order No. 014-2717/2018 which denies UNS s application
for a right-of-way on the west side of WInot Road. And
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that is part of the departnment's subm ssion. The
depart ment can, however, accommbdate either Alternative
Route 2 or 3, which will use or expand the existing

ri ght-of-way on the east side of WI not Road.

The departnent has al so indicated to UNS that
the Land Departnent can grant UNS short-term
rights-of-way on the state trust | and west of W] not
Road to help facilitate or expedite construction of the
proposed line. But ASLD will not grant rights-of-way
for a permanent | ocation of the proposed line on the
state trust land on the west side of WI not Road.

Let ne just give you a little background about
state trust land and the State Land Departnent to pl ace
its position in context. State trust land is held in
trust, neaning that the proceeds of the disposition of
this land are devoted to the sole benefit of the
beneficiary public purposes designated, which Congress
granted the land to the State of Arizona upon statehood.
And this grant is contained in the Arizona Enabling Act
and accepted by the people of Arizona in the Arizona

Consti tuti on.

In this case, the mpjority of the land at issue

benefits public education, with a portion devoted al so
to the Arizona State Hospital. The Arizona | egislature
designated the State Land Comm ssioner as the trustee of

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ

35



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017

the state trust | and, and the Comm ssioner and the Land
Departnent have a fiduciary duty to protect and to serve
the best interest of the beneficiary public purposes.
The United States and Ari zona Suprene Courts have
consi stently ruled that the trustee may not sacrifice
the interest of the trust's beneficiaries for the
benefit of private interests or even for other public
pur poses.

Wth respect to rights-of-way, the Land
Depart nent understands state trust |ands nmust be crossed
for public purposes, |like roads and utility lines. But
to the extent that state trust |ands nust be crossed,
the Land Departnent nust exam ne the inpact any proposed
route may have on the value of a surrounding state trust
| and. The Land Departnent will be violating its
fiduciary obligation if it grants a right-of-way that is
not in the best interest of the trust and its
benefici ari es.

That's all | have.

CHWN. CHENAL: All right. Thank you.

Any questions by the nmenbers?

Menmber Wbodal | .

MEMBER WOCDALL: Sir, have you had recent
concourse or discussions wth UNSE about a nodified
right-of-way application to neet your needs?
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MR. JACOBS: W have had discussions. | have to
consult again with counsel for UNS as to exactly where
we stand on that, but we have been trying to figure out
a way to resolve that.

MEMBER WOCDALL: So you are not at | oggerheads?
It is not this way or the highway so to speak?

MR, JACOBS: | did not cone here thinking that,
no.

MEMBER WOCDALL: So hopefully we will get sone
resol uti on between the two parties. Thank you.

CHWN. CHENAL: Hopefully it won't end up in
| ogger heads eit her.

And to be clear, M. Jacobs, when you referred
to the Alternative Route No. 1 for the upgrade project
as goi ng along the west side of WInot Road, the part
that's objectionable, that is the preferred route for
t he applicant?

MR. JACOBS: That is correct, yes.

CHWN. CHENAL: Ckay, all right. Al right.
Thank you.

M. Hains.

MR. HAINS: Thank you, Chairnman, nenbers of the
Comm ttee. Again, Charles Hains on behalf of Comm ssion
Staff.

Staff intervened because it believes the
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Conmm ssion and Commttee would benefit from Staff's
perspective on the need aspects of the application.
Staff's evaluation finds that there are benefits with
respect to the reliability and the econom c aspects of
need proposal of the application.

Wth regard to reliability, Staff believes the
evidence will show that the introduction of a second
pat h connecti ng Nogal es would all eviate certain i ssues
related to the radial nature of the service being
provi ded to Nogal es. This has been sonething that has
been of interest for reliability and adequacy of service
pur poses for Staff and the Comm ssion since going back
to Case No. 111.

Wth regard to the econom c aspects of the
application, Staff does perceive the opportunity for
sone benefits to ratepayers, and Staff believes that the
testinony that Staff's witnesses will provide wll
el aborate and nmake that clear.

Staff is providing two wtnesses. There wll
first be Dr. Nonso Enordi, who will be providing Staff's
perspective on the technical and reliability aspects.
Speaki ng to the econonm c aspects, Staff will be
providing the testinony of M. Bob G ay.

In addition, they will be both providing two
conditions that Staff is requesting for inclusion wthin
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the CEC. W believe that they are incorporated in
spirit, if not actually, in the text that has been
proposed for purposes of the proposed CEC. The first
one is the famliar cathodic study condition with regard
to any natural gas lines that may be in proximty to
project facilities. The other is with regard to the use
of WECC, NERC pl anni ng standards and necessary
construction standards for project facilities.

Wth that, that's all | have. Thank you.

CHWN. CHENAL: Al right. Thank you very nuch.

Menber Hamaay.

MEMBER HAMMY: Yes. M. Jacobs, did the
applicant know that Alternative 1 was basically off the
tabl e according to the Arizona State Land Departnment, or
was that news to themtoday or are they aware of that?

MR JACOBS: It was not news today. There have
been di scussions. | don't know exactly -- | would say
sonetine at least in the past several nonths the Land
Departnent indicated this, but it was an ongoi ng
application process and ongoi ng di scussion, as |
understand it. So they probably did not know when they
filed the application, but they | earned since then.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: M. @y, | am hopeful that a
| egal description and a visual Exhibit A to append to
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any CEC, which nay or nay not be issued, that it would
be equivalent in detail to that which was prepared for
t he Sout hli ne CEC applicati on.

MR QGUY: Yes. | believe we are working on the
| egal description. | do not have that. But the route
corridor and the map | showed at the end of the opening
statenment is on the sane | evel of detail as what was
presented in the Southline case.

MEMBER WOODALL: | just realized that, you know,
my request at the tail end of that proceeding created a
| ast m nute m dni ght work for people, and | just wanted
to make sure that won't be the case again. So thank you
very nuch.

CHWN. CHENAL: On that point, Menber Wodall, |
did ask the applicant at the prehearing conference to
come up with sone way to better define the actual route
that's going to be followed. And I was thinking exactly
of the Southline case. | think it is kind of
interesting that this uses GPS coordi nates, you know,
and | amjust -- | nean it is not technically a | egal
description, | guess, but on the other hand, it perhaps
is nore precise. And | just think that's kind of a
creative way to do it.

But if the applicant is working on a | egal
description, that obviously would be acceptable as well.
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Wll, | say it as well to nme; | amnot sure it is as
well to the others. Maybe the ot her nenbers woul d
prefer a | egal description versus GPS coordi nates. |
don't know that we have addressed that issue yet.

Menber Haeni chen.

MEMBER HAENI CHEN: Thank you, M. Chairman.

M. Jacobs, would it be possible to give us a
little nore detail on the reason that the west side
route i s not acceptabl e?

MR. JACOBS: The Conmi ssioner and the Land
Departnent staff, you know, it is their authority and
di scretion to determ ne, you know, what is the best use
for the state trust |land. And ny understanding -- and
it wll be M. Mhl, the deputy | and Conm ssioner, would
be available to testify -- that it was determ ned that,
given the future | and uses and the setup of the |and
both, there is less state trust | and being crossed on
the east side as opposed to west side, two fewer m | es.

There is already right-of-way on the east side
essentially devoted to a snmaller version of this
project. And it was determined in the future that the
unobstructed use of the west side of the street, of
W | not Road, the |and on that side would be nore
val uabl e than the obstructed use of the road on the east
side, you know, the necessary setbacks and the uses that
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couldn't be used if a power line were sited, of that
scale, were sited on that side of the street.

MEMBER HAENI CHEN: Ckay. | respect the
di scretion of the Conmm ssioner to take those views. |
just, | wanted it to be quantified a little nore so |
understood it. Perhaps the sane question could be asked
about the applicant, what is better about the west side
than the east side. So if that could be woven into the
di scussion, that would be hel pful to ne.

CHWN. CHENAL: Al right. |If there is nothing
further, thank you for the opening statenents. |
understand that there is at | east one person here who
would |Ii ke to provide public comment, because later it
wll be difficult for themto do so.

So sir, if you would wal k up to the m crophone,
you will be provided a m crophone, and just state your
nane.

MR BOHVAN. Hi, M. Chairnan. M/ nane is
Ri chard Bohnan. | live in Tubac, Arizona, currently a
rat epayer for Uni Source.

And | was | ooking forward to hearing about this
project. Certainly it seens there are a | ot of
potential benefits. | do want to thank Ms. Wbodall,
because sone of the questions she raised are sone of the
sanme concerns | have.
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Alittle background. Approximtely in 2000,
plus or mnus a year, we | ooked at another type of
cross-border transmssion line. It was a 345kV line.
That did not end up going through. However, Uni Source
di d upgrade the existing transm ssion line froma 115kV
to a 138. W know that we as ratepayers help pay for
that increase. W now have significant power in Santa
Cruz County to take care of a naxi num | oad, which

believe is about 85 negawatts on a peak day. And we

have power now that can supply, | believe -- M. Beck
woul d know better than | -- up to about 132 or 150
nmegawatts.

So ny first concernis: Howis the cost of this
new project going to be allocated? As you could see
fromthe map, nost of Santa Cruz County, with the
exception of the Nogal es area, where the new substation
is going to be |ocated, has already paid for an upgraded
line. And the other part is in Pima County. And |I am
wondering, not only on ny own behalf but on other people
that are in our area that are currently payi ng
Uni Source, TEP, how wi |l that cost be allocated? WII
we in fact even be -- will our cost increase? Wich I
don't think they shoul d, because we already have
significant power. So that's ny first concern, and
maybe in the form of a question.
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My second concern as a citizen of the United
States would be, since this project wll go into Mexico,
given that there is the cross-border that goes through,
there is always a concern for terrorism either on this
side of the border or the Mexico side. WIIl Uni Source
have a way that they could prevent bl ackouts on our
country if in fact there was a terrorismact in the
Mexi co place with this interconnection happeni ng? So
obviously | hope the answer is yes there.

And the third question | had was, | saw in the
Nogal es International there was a solicitation for
potential users of new power, and | don't know who those
are. | could speculate, but it seens like it would be
in the order of about 110 kilowatts, or nmaybe it was
megawatts. | amnot sure. And | amjust wondering --
and Ms. Whodall brought this up -- is there in fact in
pl ace comm tments by people that woul d nake this project
financially viable, and if not, then |I am wonderi ng how
does Uni Source go about finding those things out.

So M. Chairman, thank you very nuch. And those
were my conments.

CHWN. CHENAL: You bet. Thank you, M. Bohman.
Those are very good questions, and I am confident that
they will be answered in the course of this proceedi ng.

Menber Wbodal | .
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MEMBER WOODALL: Perhaps M. Beck coul d provide
alittle brief overview of FERC i nterconnecti on
procedures and who pays for what when a large entity
wants to use a utility's transm ssion line. That woul d
be hel pful, I think, to us.

| see M. Beck nodding. He is very sage and

very experienced in these matters, so | encourage you
to ask himduring the break if you are still here.
Thank you.

CHWN. CHENAL: Al right. Very good.

Any ot her -- anyone else would like to provide
public comment now? | nean we w |l have the hearing
this evening at 6:00 as wel .

(No response.)

CHWN. CHENAL: | wll have a couple, three
Chai rman exhi bits before we begin the actual case by the
appl i cant.

Let's tal k about tours. Just because of the
| ogistics involved, | think it is only fair to let the
appl i cant know now whether or not there is going to be a
tour. We know there is going to be a virtual tour and
presentation. M feeling on it, and | said this before,
is if anybody wants to go on the tour, we will have the
tour. So, you know, one or both.

So tonorrow norning i s planned the two-hour tour
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for the Nogal es portion of the project. |Is there
anybody on the Conmttee who has an interest in taking
t hat tour?

Ckay. | see sone hands. So we wll -- M. Qy,
you can plan that. W will go on the Nogal es tour.

Now, nmay | ask the sane question of the
Conmttee wth respect to the upgrade portion, which
woul d be Thursday norning, a little | onger, about three
hours. And that also is sonething that's set up if we
want to do it. So can | just see what |evel of interest
there is -- yes -- for that portion of it.

| see that there is interest in that. So
M. Quy, as | suspected, and I think |I nmentioned to you,
| want to see the tour, so we were probably going to
have the tour. But --

MEMBER WOODALL: The truth cones out.

CHWN. CHENAL: But if |I was the | one person in
the wlderness, | mght have said no, we don't need to
do it. But there is other interest, so we wll do it.
So we can plan on the tour.

Yes, Menber Nol and.

MEMBER NOLAND: What tinme is that starting? |
don't have ny schedul e at hand.

CHWN. CHENAL: 9:00 a.m for both. So it wll
be 9:00 tonorrow, and then 9:00 on Thursday.
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Let's tal k about dress code. | made a big deal
about havi ng busi ness casual dress code, and | see
everyone has, well, al nbst everyone --

MEMBER JONES: | took you at your word.
Actually, this is formal.

CHWN. CHENAL: You are not going to see this on
me anynore this hearing. You know, we have the tours
for two days, and Friday is always a casual day. So
pl ease don't feel any obligation to wear anything other
t han casual clothing for the rest of the proceedi ng.

Wl l, Menber Whodall says no shorts. Yes, it is
busi ness casual .

Ckay. At this tine, unless anyone has anyt hi ng
they would like to bring up, | would |like to introduce a
few, what | will call the Chairman's exhibits, which are
pretty traditional.

One is a letter fromFish & Gane -- the Gane &
Fi sh Departnent, excuse nme -- addressed to and it is in
t he docket, but | like to nake these part of the record.
And there is certain aspects that are requested in there
that | think we need to have sone testinony on during
the course of the hearing. So | am going to introduce

this as Chairman's Exhibit No. 1, and I will provide

this to Colette in just a nonent. Chairman's Exhibit
No. 2 wll be the notice of intent to becone a party by
COASH & COASH, | NC. 602- 258- 1440
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M. Magruder. W have already tal ked about that.

(Exhibits Chairman-1 and Chai rman-2 were
admtted i nto evidence.)

CHWN. CHENAL: Chairman's 3 and 4 wll be -- |
wanted to tal k about this because | think it was at the
| ast hearing we had, | just want to avoid any question
that -- of any open neeting issues. | think at that
hearing | had sent sone draft conditions around in the
course of the hearing. And | think a better practice is
and the idea is that | don't think it is appropriate to
spring any additional conditions that aren't in the
applicant's proposed version, to spring those on the
Comm ttee when we start deliberations. | think that's a
little late in the gane, and | think a nunber of the
Comm ttee nenbers have asked, you know, if we can have
t hem ahead of tine, that would be beneficial. So |
sinply went through and pulled a few conditions in other
cases just for discussion, if for no other reason they
were in others and they are not in this, and |I thought
for purposes of discussion we should consider it.

So Chairman's 3 and 4, since there are two
cases, wll be, I think it is Exhibits 19, UNS-19 and
UNS- 20, which are the two versions of CECs, and | have
red-lined a few conditions into each of those. And |
have copies for everyone. And | wll put those in the

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 49

record as Chairman's 3 and 4. And then I wll
di stribute those at a break to everybody so everyone
wi |l have them

(Exhi bits Chai rman-3 and Chairnman-4 were
admtted i nto evidence.)

CHWN. CHENAL: By the way, there is not that
many changes, but | just thought this was a cl eaner way
to do it, so...

Menmber Wbodal | .

MEMBER WOODALL: | was just wondering. |t mght
be hel pful if you were to you file it in the docket as
sonething. | nean | realize it will be marked as a
court reporter's exhibit.

CHWN. CHENAL: Sure. GCkay. Sure. W wll do
t hat .

Normal |y, we go about an hour and a half or so
bef ore we take a break. W have gone a little over an
hour. But we are going to start, unless there is
anything else that the Commttee would |i ke to discuss,
or any of the parties, | think we will start wth the
W t nesses and the exhibits.

M. Quy, would it be a good tinme to take just a
short five-m nute break to help get set up? And | can
pass out the Chairman's exhibits.

MR QUJY: That sounds fine.
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CHMN. CHENAL: Menber Nol and.

MEMBER NOLAND: M. Chairman, | hate to be the
one to conplain, but it is freezing in here. 1s there a
happy medi um where those with jackets on are not too hot
and those of us that don't live in neat |ockers can
survive this hearing?

CHW. CHENAL: | hope there is a happy nedi um
| was just thinking to nyself, finally I amin a room
that feels confortable in these hearings. So let's do
it.

MEMBER NCOLAND: Jack is cold, too.

CHWMN. CHENAL: Well, how about if we do it
increnentally and nove the tenperature up a degree and
see how that | ooks.

Let's take a 10-m nute break and then we wll
cone back.

(A recess ensued from2:10 p.m to 2:33 p.m)

CHWN. CHENAL: All right, everyone, if we can
take our seats and we will go back on the record.

During the break | passed out what is marked as
UNS- 19, which is Chairman's Exhibit 3, and UNS-20, which
is Chairman's Exhibit 4, which just has red-1lined,
proposed, well, let's put it this way, conditions for
di scussi on when we get to that, so people have an
opportunity to look at themin advance.
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And | will tell you |l got those just from ot her
cases and t hought they should be sonething we shoul d
di scuss. So | put them out on everyone's -- in front of
the nmenbers as well as the attorneys for the parties.

So M. QGQuy, | think we are ready to proceed, if
you are ready and your panel is, and we can swear in the
W t nesses.

MR QUJY: We are.

CHWN. CHENAL: Okay. Let's do an en mass
swearing in cerenpony here.

Do you prefer affirmations or oaths or a
m xture? Qath is okay for everybody. All please raise
your right hands.

(Ednond Beck, Matt Virant, and Gabri el a Canal es
were duly sworn.)

CHWN. CHENAL: Ckay, very good.

M. Qy.

MR. @QJY: Thank you, M. Chairman.

So we have a panel. W wll start with
M. Virant and get sone of the exhibits in evidence, and
t hen have M. Virant give his presentation. But since
everyone filed prefiled testinony, | have encouraged the
w tnesses, if they feel |ike one of their panel mates
can best answer a question, then |I would encourage them
to |ateral as necessary.
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But we wll start with M. Virant.

EDMOND BECK, MATT VI RANT, and GABRI ELA CANALES,
call ed as witnesses on behalf of the Applicants, having
been previously duly sworn by the Chairnan to speak the
truth and nothing but the truth, were exam ned and

testified as foll ows:

DI RECT EXAM NATI ON

BY MR QJY:
Q Matt, please state your name for the record.
A (BY MR VIRANT) M/ nanme is Matt Virant.
Q And by whom are you enpl oyed?
A (BY MR VIRANT) | work for Hunt Power.
Q And what is your role at Hunt?
A (BY MR VIRANT) | am project nmanager for Hunt

Power, overseeing the devel opnent of electric
transm ssion infrastructure in the desert southwest.
Q And do you see the large, two-volune docunent in

front of you to the right?

A (BY MR VIRANT) Yes.

Q I's that marked Exhi bit UNS-1?

A (BY MR VIRANT) It is.

Q Can you identify that as the application of

Nogal es Transm ssion and UNS Electric that was filed in
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thi s proceedi ng?

A (BY MR VIRANT) Yes, it is.
Q Did you assist in preparing the application?
A (BY MR VIRANT) Yes. | wote certain portions

of it, reviewed portions of it, and oversaw t he
preparation of the application.

Q To your know edge, is the application organi zed
consistent with the Ari zona Corporati on Comm ssion's
rules for applications before the Line Siting Conmttee?

A (BY MR VIRANT) VYes, it is.

Q And to your know edge, does the application
contain all of the exhibits that those rules require?

A (BY MR VIRANT) Yes, it does.

MR QUJY: Chairman, we offer Exhibit UNS-1.

CHWN. CHENAL: Any objection?

(No response.)

CHWN. CHENAL: Okay, UNS-1 is admtted.

(Exhibit UNS-1 was admtted into evi dence.)
BY MR QGUY:

Q M. Virant, let's nove to Exhibit UNS-3. Do you
see that docunent?

A (BY MR VIRANT) | do.

Q And can you identify that as your direct
testi nony, including several sub exhibits?

A (BY MR VIRANT) Yes, it is.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 54

Q Are the sub exhibits correctly identified on
page 4 of your testinony?

A (BY MR VIRANT) Yes, they are.

Q WAs that testinony prepared by you or under your

supervi si on?

A (BY MR VIRANT) Yes, it was.

Q And have you reviewed your testinony since
filing it about a week ago?

A (BY MR VIRANT) Yes, yesterday and this
nor ni ng.

Q And based on your review, your recent review, do

you have any changes or corrections you would like to
make to your testinony?
A (BY MR VIRANT) Yes, | did have two changes,

one to the witten testinony and one to the presentation

t esti nony.
Q Ckay. Let's cover the witten testinony first.
A (BY MR VIRANT) Gkay. The first -- or the

change on the witten testinony is on page 15 on line 7.
Just used an incorrect word. The third word in line 7,
rat her than owned, should be operat ed.

Q Wul d you, if you have a pen, would you make the

change to the copy in front of you.

A (BY MR VI RANT) Sure.
Q And do you have any other changes to your
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witten testi nony?
A (BY MR VIRANT) No, sir.
Q Wth that one correction, if I were to ask you
t he sanme questions that are in that docunment today,
woul d your answers be the sane?
A (BY MR VI RANT) Yes.
MR QUJY: Chairman, we offer Exhibit UNS-3.
CHWN. CHENAL: Any objection?
(No response.)
CHWN. CHENAL: UNS-3 is adm tted.
(Exhibit UNS-3 was admtted into evidence.)
BY MR QGUY:
Q M. Virant you referred to your presentation
material which is marked UNS-4. Do you have that

docunent in front of you?

A (BY MR VI RANT) Yes.
Q And woul d you -- you nentioned a correction you
want to nmake to that docunment. Has that correcti on been

made, or do you need to nake it?
And let ne also refer to what is | abel ed Exhi bit
UNS-4.1. Wuld you identify that as a list of -- or it
is alist, but is the one change that you referred to in
your presentation?
A (BY MR VIRANT) Yes. So the UNS Exhibit 4 is
the correct version. And the UNS-4.1 does change the
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graphic on Slide 8.

MR. QUJY: And Chairnman, we would offer Exhibit
UNS-4 and UNS-4-1 or 4.1, which is the presentation
material of M. Virant and the one errata to that
present ati on.

CHWN. CHENAL: Any objection?

(No response.)

CHWN. CHENAL: GCkay. UNS-4 and UNS-4.1 are
adm tted.

(Exhibits UNS-4 and UNS-4.1 were admtted into
evi dence.)
BY MR QGUY:

Q M. Virant, we have | oaded Exhibit UNS-4 on the
conputer and it is shown on the projector now. \Wuld
you pl ease describe for the Conmmttee your educati onal
backgr ound.

A (BY MR VIRANT) Sure. | received a bachelor's
in accounting and a naster's degree in finance from
Texas A&M Uni versity in 2004.

Q And what is your professional background?

A (BY MR VIRANT) | have been w th Hunt
Consol i dated or conpanies wthin Hunt Consoli dated for
t he past nine years. The |ast seven years | have spent
wth Hunt Power in project devel opnent roles, prinmarily
in the desert southwest. Prior to Hunt Power | was with
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Hunt Energy Horizons in an analyst role.

And previous to those Hunt entities, | spent
four years with Ernst & Young, the accounting firm
under vari ous assurance and advi sory services and
transacti on advi sory services role.

Q Before this proceedi ng today have you testified
before the Line Siting Commttee?

A (BY MR VIRANT) | have. | participated in Case
173, Southline Transm ssion application for a CEC

Q And who are you testifying on behalf of today?

A (BY MR VIRANT) Today | amtestifying on behalf
of Nogal es Transm ssion and UNS El ectric.

Q And what is your role in the Nogal es
I nterconnecti on project and the Nogal es Tap to Kantor
upgr ade project?

A (BY MR VIRANT) Sure. For the Nogal es
i nt erconnecti on project | have overseen the devel opnent
and been involved in all aspects of the project. And
then I have al so supervised the preparation and
participated in the preparation of the joint application
and supporting exhibits for this hearing today.

Q We menti oned your prefiled direct testinony, and
it is Exhibit UNS-3, which is on the iPads and in the
binders. | would like to touch on sone of the high
poi nts of your testinony. Let's start wth who, who are
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the applicants in this proceedi ng?

A (BY MR VIRANT) The applicants in this
proceedi ng are Nogal es Transm ssion and UNS El ectri c.

Q And what are the applicants requesting in their
joint application?

A (BY MR VIRANT) The applicants are requesting
two CECs, one for Nogal es Transm ssion for the portions
of the Nogal es interconnection project it would own and
construct, and one CEC for UNS El ectric that would
include its portion of the Nogal es interconnection
project and al so the Nogales Tap to Kantor CEC --
facilities, rather.

Q And woul d you descri be the size of the corridor
that we are requesting?

A (BY MR VIRANT) Yes. For each of those
projects, the Nogales Tap to Kantor project and Nogal es
i nterconnection project, the applicants are seeking a
t housand-foot corridor, with the exception of the
| ocations where it isn't feasible to get that corridor.

So, for exanmple, if you | ook at your placemat
map for Nogal es i nterconnection project, segnment 11, 13
and 15 woul d not have that full thousand-foot corridor
because it abuts to the Coronado National Forest. But a
t housand-foot corridor with those slight exceptions.
Q Thank you.
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Goi ng back to the applicants in the case, who
are the devel opers of the Nogal es interconnection
proj ect ?

A (BY MR VIRANT) The Nogal es i nterconnection
project is being devel oped by Nogal es Transm ssi on and
MEH Equi ti es Managenent.

Q And who is -- | see on your slide that's on the
screen MEH.  Who is MEH?

A (BY MR VIRANT) MEH is an investnent hol di ng
conpany. It is the co-devel oper of the Nogal es
i nt erconnecti on project and expects to invest in Nogal es
Transm ssi on and be an owner of the Nogal es Transm ssi on
project. It is an indirect subsidiary of UNS Energy
Corporation, along with UNSE and Tucson El ectric Power.

Q And descri be for us who Nogal es Fronti er
Operations is.

A (BY MR VIRANT) Nogales Frontier Operations is
a whol |l y-owned subsidiary of Shary Holdings. It wll
have t he excl usive operational role over the Nogal es
Transm ssi on owned assets, and it wll be the FERC
jurisdictional entity conducting the open solicitation.

Q G ve us an overview of the two projects, based

on the slide that's on the screen.

A (BY MR VIRANT) Sure. So this has been up
there beforehand, so | wll be brief. But on the top
COASH & COASH, | NC. 602- 258- 1440
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half of the page is the Nogales Tap to Kantor upgrade
project. UNSE would construct and own this. It is 27
and a half mles of upgraded transm ssion at 138kV.

The Nogal es i nterconnection project on the
bottom portion of the screen -- sorry, | got
distracted -- is roughly five mles of transm ssion from
the Valencia station on the east to the Gateway station
a couple mles west of there, and then down to the
Mexi can border two mles, roughly two mles south of the
Gat eway substati on.

CHWN. CHENAL: Excuse ne. Menber Wodall has a
questi on.

MEMBER WOODALL: Who is the parent of Shary
Hol di ngs?

MR. VIRANT: Shary Holdings is in the SU
| nvest nent Partners ownershi p change, managed by Hunter
Hunt and nenbers of his famly.

MEMBER WOODALL: So it is a Hunt controll ed
entity?

MR. VI RANT: Yes. Menbers of the Hunt famly
control Shary Hol di ngs, yes, ma' am

MEMBER WOODALL: (Ckay. And they have a majority
i nt erest?

MR, VI RANT: Yes, ma' am

MEMBER WOODALL: GCkay. Al right. Thank you.
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BY MR QGUY:

Q M. Virant, we posted on the screen a nore
detail ed version nap showi ng the Nogal es i nterconnecti on
project. Could you describe a little bit nore about
what that nmap shows.

A (BY MR VIRANT) Sure. So on the right-hand
screen, or Slide 6, is the Nogal es interconnection
project facilities. They are wholly located in the Cty
of Nogal es and Santa Cruz County.

And the purpose of this project is to provide an
asynchronous connection with Mexi co and bidirecti onal
flow It would enabl e cross-border transactions,
cross-border commercial transactions, and inprove
transm ssion grid reliability.

Starting on the top right of that nmap, there is
a red box with hatches which is the Val enci a substati on.
And in the mddle, mddle |left is the proposed Gat eway
substation. And then on the bottomleft, just outside
of the green area, which is the Coronado Nati ona
Forest, is the star, which is the proposed border
Ccrossi ng.

And so those three features are rel evant in any
of the red alternatives that woul d be sel ected, the
Val enci a substation on the east, the Gateway substation
on the northwest, and then the border crossing to the
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sout h.

In this application we have included four
alternative routes for the Nogal es interconnection
project. And Gabriela Canales will go through in nuch
nore detail and describe those routes and al so provide a
virtual tour of those routes.

But generally speaking, it is three mles of
transm ssion from between Val encia and Gateway. The
dashed lines are at 138kV and the solid lines are at
230kV and run fromthe Gateway substation to that point
at the U S.-Mexico border noted with the star.

Q Thank you.

Let's transition to the Nogal es Tap to Kantor
upgr ade project.

CHWN. CHENAL: Excuse ne.

Menmber Wbodal | .

MEMBER WOCODALL: Sir, could you pl ease descri be
wth which entities in the country of Mexico you have
been dealing as it relates to this border crossing?
Have you been dealing, the question is, have you been
dealing with federal entities? Wat are the nanes of
t hose? Have you been dealing with Mexican state
entities? And how would you characterize those
di scussi ons?

MR. VI RANT: Yeah, we have. And we get to it

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ

62



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017

t hrough sonme of the further slides.

MEMBER WOODALL: Sure. That would be fine. |
will wait.

MR. VIRANT: But we do -- we have talked with
state entities, the operator, the equival ent of the
Departnent of Energy and simlar, and I wll hit those
in |later slides.

MEMBER WOODALL: Thank you. | amsorry, sir.
Go ahead.

MR. VIRANT: So the CEC facilities for Nogal es
Tap to Kantor upgrade project are |ocated in Pima County
and Santa Cruz County, as nentioned a couple of tines,
27 and a half mles of an upgrade, upgrading
transm ssion near the Nogal es Tap substation and the
Kant or substati on.

This project will support UNSE s future
reliability requirenents, and it will also neet the
needs of Nogal es i nterconnection project, which wll
enhance reliability for the region.

You will see three different routes on this nmap.
There has been sone di scussion already, and M. Beck
gets into nmuch nore detail on the routing and provides a
virtual tour. But generally speaking, the green line is
the existing transmssion line. And the yell ow and red
line are in near proximty to that existing green |ine.
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So if you were to think about as far as wdth, if you
drew a t housand-foot corridor along the existing green

line, the facilities represented on this map woul d fal

wthin that. So geographically they are very near.
BY MR QUY:
Q M. Virant, we nentioned sonme of the w tnesses

al ready, but would you give, fromyour perspective, an
overview of the wtnesses that the joint applicants are
presenting and the topics about which they wll testify.
A (BY MR VIRANT) Sure. Gabriela Canales, as
just nentioned, summari zes the applicant's route
sel ection and outreach prior to filing of the joint
application. She al so describes the alternative routes
and proposed tour schedul e and provides a virtual tour
of the Nogal es i nterconnecti on project.

Ed Beck provides an overview of the Nogal es Tap
to Kantor project, and he descri bes the purpose and need
of the project, ownership, proposed routes, costs,
public outreach, and the proposed tour schedule for that
project, which will also include a virtual tour.

Further, he describes the technical conponents and
details of all the CEC facilities, both the Nogal es Tap
to Kantor facilities and the Nogal es interconnection
project facilities, and di scusses the right-of-way
acqui sition process for the CEC facilities.
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Renee Darling, Mchelle Bissonnette, and David
Cer asal e di scuss the environnental considerations.

Renee Darling di scusses the design phil osophy
t hat gui ded t he devel opnent of the CEC facilities and
i ntroduces the environnmental factors considered by the
Line Siting Commttee. She di scusses these specifically
as it relates to the Nogales Tap to Kantor project. And
t hose i nclude environnental biological wealth, special
status species, mtigation neasures, as well as |and use
i ssues and inpacts of the facilities on cultural
resources, scenic areas, and recreation.

Ms. Bi ssonnette di scusses ot her environnent al
factors considered by the Commttee as they apply to the
Nogal es i nterconnecti on project.

And Dr. Cerasal e supports the direct testinony
of Ms. Darling and Ms. Bissonnette as it relates to
fish, wildlife, plant life, and the total environnment of
the areas in the vicinity of the CEC facilities.

CHWN. CHENAL: May | ask if we could go back to
Slide 8, please.

Just, could you tell nme, M. Virant, where
Wlnmot is, in other words, the point where there is the
issue with the State Land Depart nent.

MR. VIRANT: Yes, sir. And it will be hit in
nore detail by others. But generally it is the
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nort h-south where M. Beck has the pointer going. It is
a road north-south along that section |ine where the
existing line is |ocated.

CHWN. CHENAL: Ckay. Al right. Thank you.
BY MR QJY:

Q M. Virant, the next, Slide 10, the next two or
three slides just give us a background on the procedural
and the due process and notice issues related to the
appl i cation.

Coul d you tell us whether the projects have been
i ncluded in anyone's 10-year plans?

A Yes, they have been. The projects were included
in UNSE's 10-year plans both in 2016 and 2017. And
those are included in the filed exhibits UNS-3B and

UNS-3C. | amnot certain if those are admtted, but
they are located in there for reference. 1n 2016, the
filing was nore general, and then in 2017, it detailed

out all of the facilities as the studi es and project
pr ogr essed.

Q M. Virant, what does Slide 11 show?

A (BY MR VIRANT) Slide 11 is the listing of
entities that we provided the joint application to. |
think the only thing to note, this is in the prefiled
direct testinony, so | won't run through everything, but
copi es were hand delivered to Docket Control, ACC Lega
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D vision, ACC Utilities Division, and ACC Tucson office.
And the remainder of the entities listed were sent a
copy via certified nail.

Q And after filing the application, would you
descri be the various forns of notice of the hearing that
t he applicants provided?

A (BY MR VIRANT) Yes. So in addition to that
notice of application, the applicants have conplied with
notice requirenents, rules, and the Chairnman's
procedural order as it relates to notice of hearing.

The notice of hearing was published in newspapers, in

t hree newspapers, two tinmes each, the Arizona Daily
Star -- could you go back one slide -- Nogal es
International, and the G een Vall ey News on those dates
listed, which is also in the prefiled testinony.

Al so we posted signs, notice of hearing signs
along the project route. 37 signs in total were posted.
Those were, as discussed in our prehearing conference,
on those |l ocations. 17 were posted al ong the Nogal es
I nterconnection project in publicly accessi bl e areas
along alternative routes. And 20 signs were posted on
t he Nogal es Tap to Kantor upgrade project in simlarly
publicly avail abl e areas al ong the alternative routes.

And then the notice of hearing was provided
certified mail with the return receipt requested to
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those entities listed on the right half of the slide,
which again are listed in the prefil ed testinony.
Q Thank you.

Let's turn to Slide 13, where we describe or
where you are describing a little nore detail about the
I nterconnection project. Wuld you descri be what you
are covering in that slide.

A (BY MR VIRANT) Yeah. And we have hit on this
in a couple spots already. But the Nogal es
i nterconnecti on project will enable econom cal electric
power and adequate and reliable electric power.

For econom cal power, the project wll enable
cross-border commercial transactions, both firm
transacti ons and nonfirmtransactions, and it should
result in savings for UNSE custoners and Mexi can
| oad-serving entities. Specifically as it --

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: Ckay. | hope you are going to
really grind down on the details here, because | don't
know how anyone can predict that the power that wll be
transported across this line is going to be econom cal.
It kind of depends on what the generator is charging for
it, doesn't it?

MR, VI RANT: Yes, ma' am

MEMBER WOODALL: So | nean that's ny -- has been
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ny puzzlenment, if you wll, that any | arge
infrastructure like this is going to make the transfer
of electrons easier, but | guess the issue of econom cal
is |like how do we know that. | nean, if we are going to
be getting it from Mexi co, how do we know it is going to
be cheaper in Mexico?

MR. VIRANT: Sure. And there are market forces
at pl ay.

MEMBER WOCDALL: Sure. There is gas -- there is
going to be natural gas disruption. So the fact it is
going to be making electricity nore econonm cal | guess
is kind of like, it is kind of |ike wi shful thinking,
unl ess you have got nore details behind it.

MR. VIRANT: Yes. So there would be two ways
that there woul d be cost savings for UNSE customers.

The first is by power purchase. In the event UNSE

pur chased power from a Mexican entity, the assunption is
they would only do so when it nade sense to nake that
purchase, and that woul d reduce the power purchase and
fuel costs that's borne by the custoners.

The second way of savings that UNSE woul d
realize is related to the transm ssion. Any uses of the
mer chant conponents of this project would al so have to
use the UNSE systemto access the project, whether they
are going south or to get beyond the project if they are
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going north. So that increased usage on the existing
transm ssion systemwould | ower the unit costs of
transm ssi on on the UNSE system

MEMBER WOODALL: | am kind of curious about that
| ast statenent. | mean the transm ssion costs are goi ng
to be the transm ssion costs, and they are not going to
necessarily transfer into | ower charges per kil owatt
hour for the custoner. So | ama bit puzzled by that.
But perhaps M. Beck coul d expound.

MR. BECK: Yes. Menber Wodall, the issue with
the transm ssion charge to custonmers today, the rate
that we charge custoners is based on our investnent in
plant for transm ssion, effectively divided by the usage
of the system

Today our usage is probably 85 negawatts at peak
| oad for Nogales itself. In the future, if this project
noves forward, and because this is a nerchant project,
it wll not get built unless there is commtnents made
by users of the system which we anticipate getting
users up to 150 negawatts across the UNSE system
That's the only place they can get transportation to get
to the project. Therefore, our 85 negawatt | oad today
W Il increase to 235 post project, which will nore than
offset the additional cost that we have in plant on the
UNS system for the portions that are UNS specific
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upgr ades.

The bal ance of the project, the actual merchant
portion, the Nogales, for the nbst part the Nogal es
i nterconnection project, will be paid for by users of
t hat system which there has been nention of an open
solicitation process. That is underway. And the
project will not nove forward unless, as | said earlier,
there is a commtnent to actually utilize the project.

We haven't set a nunber, but, you know, you can
figure at least 70 or 80 percent commtnent is going to
be required for the joint entities to agree to go
forward with the project. So at that point there wll
be a guaranteed return through those users who are
signing up for long-termcommtnent on the tie project
itself across the border.

To the point of economc electric power, the
power prices in Arizona, up in Arizona, specifically at
Pal o Verde, are much | ower than power prices in Mexico
today. And that's what makes this project attractive to
not only us as investors in the project, but to the
potential users, access to that cheaper market. So
there is definitely the opportunity for economc
el ectric power into Mexico.

MEMBER WOCDALL: Into Mexico.

MR. BECK: Into Mexico at this tinme. But that
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does not nean at tines there won't be cheaper power
avail able in Mexico that UNS Electric could actually
purchase rather than buying fromthe Pal o Verde narket.
And that's what we woul d be watching for, is whenever
pri ces showed cheaper in Mexico, that woul d be anot her
option for us to purchase fromthem and pass that

savi ngs through to our custoners.

MEMBER WOODALL: Wuld you anticipate short-term
or long-term power purchase agreenents with entities in
Mexi co?

MR BECK: | think it is alittle bit early to
determne that, but | think for purchases into the U S.
it is likely going to be short-termtransacti ons.

MEMBER WOCDALL: Ckay.

MR. BECK: Spot market type for the nost part.
We do expect long-termcommtnments comng fromthe U S
down to Mexi co.

MEMBER WOODALL: So you are, UNSE is
antici pati ng maki ng sone noney off of this line, and to
the extent that they are making noney off of this |ine,
t hat nmeans that nmuch | ess noney that you have to seek in
terms of returning rates because your overall costs are
| ower ?

MR. BECK: Stated slightly differently, | don't
t hi nk UNS expects to nake a | ot of npbney on the project,
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but we see the opportunity to reduce our transm ssion
costs to our custoners. Kind of gets to the sane pl ace,
but it is alittle bit different term nol ogy.

MEMBER WOODALL:  Sure.

MR. BECK: And then on the investnent side, we
do see the potential to nake sone noney on the actual
I nterconnection project itself through our MEH
affiliate.

MEMBER WOODALL: Thank you, M. Beck; thank you,
M. Virant. Appreciate it.

CHWN. CHENAL: Menber Haeni chen.

MEMBER HAENICHEN: Did | hear you say that the
cost, the generation cost of electricity, | presunme you
mean at Pal o Verde, is cheaper than Mexi can generat ed
electricity, to generate it? How can that be?

MR. BECK: Yes, sir, M. Haenichen. The
resources in Mexico today are a lot of oil-fired
generation. And those that are gas-fired, there is
limtations on how nuch gas they can get into Mexico
today. So their resources, fromthe studi es we have
| ooked at, are nuch hi gher than what the Pal o Verde
mar ket i s.

The Pal o Verde market to sone degree is driven
by the renewabl es pushed in California right now. And
when there is an excess out put of solar energy in the
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California market, it al nobst gets dunped onto the Palo
Verde narket, at | east very low prices. So the average
price at Palo Verde is nuch |ower than the average price
across Mexi co today.

MEMBER HAENI CHEN: Do | conclude fromthat that
you are saying in Mexico even their base-|load generation
is done with oil or natural gas?

MR. BECK: To a large degree that is true. They
do have a little bit of hydro. Actually, they have a
consi derabl e anbunt of hydro, but it is restricted right
now due to the same drought conditions we have
experienced. So their hydro output is relatively |ow.

So they do depend to a | arge degree on gas and the oil.

MEMBER HAENI CHEN: So the essence of this, then,
it is the fact, that's the point, that their base-I| oad
generation is costing way nore than it should, so they
are essentially buying i nexpensi ve base-| oad
electricity?

MR. BECK: That is our expectation what they
w il do, yes.

MEMBER HAENI CHEN: Thank you.

CHWMN. CHENAL: Excuse ne. Since we are on it, |
can't help nyself. M. Magruder raised sone issues
about the need and the anount of denand or the | oad for
at | east the Nogal es area, maybe Santa Cruz County,
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sonet hi ng about 80 megawatts. | am not exactly sure the
territory, but 80 negawatts.

Based on what you said, M. Beck, this system
w || accommpdate, what, 250 to 300 negawatts? |s that
what you sai d?

MR. BECK: 235 specifically with the project in
pl ace, but the upgrades woul d probably be good for
around 275 to 300 negawatts.

CHWN. CHENAL: GCkay. Wat | don't understand:
Is that increase in demand com ng from Mexico, or based
on the solicitation process, are you hoping to get
clients here in the U S. to make up that demand?

MR. BECK: The increase in usage of the system
woul d be as a result of the interconnection across the
border. Who those users would be kind of remains to be
seen. It could be all Mexican entities purchasing from
the U S. that commt to a portion on the DC tie project.
It could be a U S. entity who is a narketer taking a
position to sell into Mexico for the nost part.

I know our sister conpany, or sister side of our
conpany, is looking at the potential to buy in for a
small piece just for reliability purposes, to lock in a
pi ece com ng from Mexi co. That's another big benefit
for UNS Electric, is the opportunity to, in an
energency, bring energy in from Mexico that otherw se
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isn't avail abl e anywher e.

CHWN. CHENAL: So the need is based on the
additional line, the redundancy or the reliability
aspect, but the increase in the transm ssion we should
vi ew predonminantly as going fromnorth to south into

Mexico; is that correct?

MR. VI RANT: | think that will fall out of the

open solicitation and who contracts for power on that

line. And we do get into that. And we can dive into it

now as wel | .
CHWN. CHENAL: | am junpi ng ahead, | knowit.
just couldn't help nyself. But we will get into that.
Let's get back to your testinony, M. Virant.

MR. VIRANT: | think we covered the top half.

The bottom part of the slide is related to the adequate

and reliable electric power. Currently the Nogal es area

relies on a single 55-mle transmssion line. It is at
the end, or at the end of a radial line. These
facilities wll benefit the area by providing access to

addi ti onal energy sources, markets, and ancillary
servi ces.

It would provide a second path to feed the

Nogal es area fromthe south. The project would provide

bi directional power flow, north to south, south to
nort h.
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Vol t age support and energency assi stance.
Vol t age support and energency assi stance are
particularly useful for |loads on the end of a | ong
radial line such as Nogales is. And those technica
conmponents will be discussed further by M. Beck in his
t esti nony.

And finally, the projects will facilitate
regi onal econom c devel opnent. G eater access to power,
nore infrastructure, energency services, and the
ancillary services should support growh in the area.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: Have you quantified that?

MR. VIRANT: No, ma'am we haven't. Quantifying
the reliability?

MEMBER WOCDALL: No, the econom c advantages to
t he region.

MR. VIRANT: No, ma'am we didn't ook into
studi es of that.

But to your earlier point, generally additional
transm ssion will facilitate the growth of an area and
provi de a nore robust system It is alittle nore
dramatic in this exanpl e because of the radial nature of
t he system and vol tage i ssues that have been identified
in the past that the project can help wth.

MEMBER WOODALL: | would be interested in
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citations to that or references to areas. | do know
there is neans, | think U S. Departnent of Conmmerce,
that they can say, well, if you have got a construction
project there is so much fromlabor and then there is

i mput ed benefits because those workers are stopping at
the Crcle K and getting grass -- gas, excuse ne, |
didn't nmean to say getting grass -- and et cetera, et
cetera. O course | guess they mght if they have a
nmedi cal marijuana card.

So I was wondering if your analysis on regional
econom ¢ devel opnent had sonme sort of conponents simlar
to that. And it sounds like it doesn't. So was there
sonething |ike that addressed in the EIS at all? Ws
there any analysis in there?

MR. VI RANT: The environnmental assessment
prepared by the Departnent of Energy, | believe it has
that. | would defer that to Renee.

MEMBER WOODALL: Maybe sonebody coul d just point
out where that is for ne, because that's the whole
reason this is being touted as being beneficial for
Arizona, and | would |ike to have as nmuch detail for the
Comm ssi oners as possi bl e.

MR. VIRANT: Yes, ma'am And | think those
studi es you referenced and those efforts exist, and we
wll |look into those as well.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017

CHWN. CHENAL: Menber Jones.

MEMBER JONES:. | thought | would just kind of
step in, because the econony of Nogal es depends in | arge
part on the ability of comerce to cross the border.

And the regular flows of that, particularly in the

w nter when they have their w nter produce, which

enpl oys a | ot of the people in Nogales --

professionally, in ny day job, | ama custons house
broker. So | understand how t hose systens work. And
when you are relying on only one source of energy, if

t hat energy stops, then all of the electronic data
transfer that's necessary to actually nove the cargo and
get release in the border goes away with it. And so it
is very -- it is inperative that you have reliabl e power
and redundancies built into there. So | could see where
having the availability of a second source of energy
woul d enabl e the community to keep goi ng.

Not too |long ago | believe there was a nmmj or
power outage, transformer, sonething went down, |
believe. | know this because our office in Nogal es had
to buy a generator and conti nue wor ki ng and cl eari ng
custons docunents electronically by use of a generator
because there was no other alternative. So that would
be sonething to consider.

MR. VI RANT: Thank you.
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BY MR QUY:

Q M. Virant, before we nove off this slide, | was
| ooki ng at sone of the questions that Ms. Wodall asked
earlier. And one that we have not covered is Hunt's
interest in generation in Arizona or whether there is
any interest in generation. Could you describe what you
know about that?

MEMBER WOODALL: | didn't nean just in Arizona,
just for clarity. Thank you.

MR. VIRANT: No, Hunt is not involved in any
generation projects in Arizona. Hunt is involved in the
Sout hl i ne Transm ssion Project, which is generally a
different service to be offered to custoners. It is an
east-west line -- well, Menber Wodall, you know what it
is, but for the others who weren't here, it is an
east -west and west-to-east transmi ssion |ine that woul d
i nterconnect the EIl Paso region to the 500kV system
nort hwest of Tucson. An entity that did want to use the
Sout hl i ne project and conti nue wheeli ng down to, down
the Vail to Valencia line and utilize the Nogal es
i nterconnection project could. That's part of the open
access --

MEMBER WOCDALL: OF course.

MR. VI RANT: -- and open use of the project.

But the two projects stand wholly on their own, and one
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wasn't built to facilitate the other.

MEMBER WOODALL: So | understand that the Hunt
conpani es are closely held for the nost part, is that
correct, M. Virant?

MR VI RANT: Yes, ma' am

MEMBER WOODALL: Ckay. So | understand you
m ght not know, but as far as you are aware, there is no
Hunt controlled entity which is in the process of
devel opi ng or planning any formof electrical generation
in the United States?

MR. VIRANT: There certainly isn't in Arizona,
to ny know edge.

MEMBER WOCODALL: Well, | wasn't so concerned
about Arizona because, you know, it could be Texas,
coul d be New Mexi co, could be Loui siana.

MR. VIRANT: | amnot aware of it.

MEMBER WOODALL: Ckay. So | guess -- and would
you expect to be aware if there was any?

MR VIRANT: | would. And | wll follow up for
you.

MEMBER WOCDALL: Ckay. Thank you very much,
sir. Appreciate it.

MR. VIRANT: | guess the one thing | would add,
and it is one thing that we included in our petition for
declaratory order, is that there is no generation
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associated with this project. That doesn't go to your
full question, but just to be clear, we have nmade those
statenents with the Federal Energy Regul atory Comm ssi on
as wel | .

MEMBER WOODALL: It is highly relevant and |
appreciate your bringing it up, sir. Thank you.

MR QJY: And M. Virant prom sed to foll ow up,
and I will, but I do know that Hunter Hunt in the SU
hol di ngs side is on record saying that he is not in the
gener ati on business, he is in the transm ssi on busi ness.

MEMBER WOODALL: And by ny questions | nean no
di srespect or any conspiracy or any negative references.
It is just always good to know whose interests are in
play. So thank you for that.

MR QGUY: It is a good question. Thank you.

BY MR QUY:

Q M. Virant, noving on to the Presidential Permt
that was nentioned in the opening statenent that you
m ght have nentioned earlier, could you give us an
overvi ew of what the Presidential Permt application
process is?

A Sure. By crossing the U.S.-Mexico border, it
requires a Presidential Permt that |ooks at two
different itenms. The Departnment of Energy and
specifically the O fice of Electricity Delivery and

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ

82



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 83

Energy Reliability wll |ook at the environnental
i npacts of the project and also the effect on regional
reliability.

The DCE has made a determ nation that they wll
prepare an EA. And that followed the Presidenti al
Permt application that was filed by Nogal es
Transm ssion in April of 2016. They filed notice of
that application made in May of '16. And then, since,
we have submitted two amendnents to that application.
The first was in January of 2017. That foll owed sone
outreach that we had done with, yep, entities that
Ms. Canales wll reference in her testinony.

But effectively, the first anmendnent reflected a
comment fromthe U S. Forest Service to nove the
alignnent 25 feet to the east. And that required a new
| ocation, physical |ocation of where that star was on
the map a coupl e slides back.

The second anmendnent that was filed, we filed it
at the end of May, and that refl ected sone el ectrical
reconfigurations of the project. The |Iine between the
Gat eway station and Val encia station, there is slight
reconfigurations there that were incorporated into that.

And | think the inportant thing to note is what
is in the CEC application and what is discussed in nore
detail by Ms. Canales and the virtual tour, is the
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updat ed el ectrical configuration.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: And if | mght ask, was this
amendnent, M. Beck, are you famliar with the nature of
t hat anendnent, and coul d you pl ease provide a short
descri ption of what and why?

MR. BECK: Yes. Specifically Arendnent No. 2 is
related to a change in how UNSE proposed that we
i nterconnect the project to the UNSE system Oiginally
we pl anned to connect the Gateway substation at Val enci a
and not touch the existing line that goes from Vail all
the way to Val encia, except at the very end it just cut
into that.

We realized as we were | ooking at the
engi neering for that that we would have to basically
rebuild the Val encia substation to accommbdat e t hat
particul ar type of configuration. And we identified the
opportunity to actually nake Gateway the connecti on
point as well as the termination point for the |line
com ng down fromVail, and instead have Val enci a tagged
onto Gat eway.

So Valencia is at the end of the |ine versus
Gateway. As a result, we didn't have to rebuild the
Val enci a substation. And the net savings was
approximately $11 mllion for UNS El ectric custoners.
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MEMBER WOODALL: Thank you, M. Beck.
BY MR QGUY:

Q M. Virant, before we nove off this slide, do
you have in front of you what is marked Exhibit UNS-17?

A (BY MR VIRANT) | probably do. | just pulled
up 18 and | found it in 18. Is it in 177

Yes, | have UNS-17 in front of ne.

Q Yeah. Can you confirmthat UNS-17 is a copy of
the Presidential Permit and the two anendnments? Permt
application, | amsorry.

A (BY MR VIRANT) Yep, it is the cover page for
the application and table of contents. Let ne flip
through it all the way. It is the application.

And the first anmendnent di scusses the shift in
the | ocation of the border crossing, and the second
amendnment included in UNS-17 is a coupl e-page
descri ption and di scussi on of what M. Beck just
referenced, the request by UNS Electric to nmake that
configuration change and the cost savi ngs associ at ed
withit.

Q And for clarification, which may be one reason
it threw you off, the permt application, when

submtted, did it also contain volum nous exhibits?

A (BY MR VI RANT) Yes.
MR. QJY: And those were -- | guess for the
COASH & COASH, | NC. 602- 258- 1440
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record | wll state those are actually attached in the
application itself, so we omtted themfromthe -- they
are contained in the CEC application itself, so we

omtted themfromthis Presidential Permt application.

And with that, Chairman, we woul d of fer Exhi bit

UNS- 17.
CHWN. CHENAL: Any objection?
(No response.)
CHWMN. CHENAL: UNS-17 is admtted.
(Exhibit UNS-17 was adnitted into evidence.)
BY MR QJY:
Q M. Virant, would you pl ease describe the cost

of the various alternative routes?

A (BY MR VIRANT) Sure. As you will see on the
chart 15 on the screen or in the materials in front of
you, the cost of the Nogal es interconnection project
doesn't vary greatly across any of the four
alternatives. The reason for that is that the
transm ssion is roughly five mles, and the different
alternatives, 1 through 4, don't range in a great degree
acr oss those.

So | believe it is in the witten testinony, but
it ranges fromroughly five to six mles, so there isn't
a great degree of change anpbngst the transm ssion. And
t he substation equi pnent required for the project would
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be required regardl ess of which alternative is chosen.
So you will notice that that's flat across all the route
alternatives.

So in summary, the estinmated costs of the
equi pmrent for the Nogal es interconnection project is
approximately $80 mllion. W didn't include
right-of-way acquisition on this slide sinply because we
haven't gone out and done a detail ed study or started
any negotiations with the | andowners. But the equi pnent
costs are fairly constant at $80 mllion. And we expect
that the right-of-way across the different alternatives
woul d be simlar.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: May | inquire how nmuch of this
is going to be the State Land Departnent | and and how
much is private | and, percentage-w se or niles, whatever
is easier for you, sir?

MR. VIRANT: State |land for the Nogal es
I nt erconnecti on project should be zero percent. And I
believe there is a chart in ny prefiled testinony, but
the land use in this area is overwhel mngly private, so
not federal land, with the exception of the corridor,
which will be discussed later, right along the border.

It is generally private land and Cty of Nogal es | and.
There is a small, couple percent for Arizona Departnent
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of Transportation crossings. But it is not federal or
state land for the Nogal es i nterconnection project.

MEMBER WOCDALL: If you can't get it by
agreenent, was anyone going to exercise the right of
em nent domai n?

MR. VI RANT: W have done a trenmendous anount of
outreach that Ms. Canales will discuss in her testinony.
But we don't expect that to be the case. For the
mer chant conponents of the Nogal es interconnection
project, that would be the DC tie at the Gateway
substati on down to the border, there are four
| andowners, | believe. And given the |Iand use there and
t he conversations we have had, we don't expect that to
be the case.

MEMBER WOODALL: They are happy to see you,

aren't they? GCkay, you don't need to answer that.

Thank you.
BY MR QGUY:

Q M. Virant, you testified, you referred to the
mer chant transm ssion portion of the project. Describe

the rest of the slide where you distinguish betwen the
net wor k upgr ades and the merchant project.

A (BY MR VIRANT) Sure. The Nogal es
I nterconnection project will have a nerchant
transm ssi on conponent and a networ k upgrade conponent.
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The merchant transm ssion conponent wll be fromthe

Gat eway substation down to the border.

So within the Gateway substation there will be
DC tie equipnent. | amworking in ny mnd fromeast to
west. There will be DCtie equipnent. There will be
230kV equi pnent, and then there wll be transm ssion

line 230kV to the border. Those would be the conponents
of the merchant transm ssion project.

The network upgrades would be the itens to the
east of that, so the east side of the DC tie, not
including the DC tie. And there would be 138 equi pnent
to connect to the DC tie, and then a transm ssion |line
bet ween the Gateway, new Gat eway, UNSE Gat eway station
and the Valencia station. That would be a
doubl e-circuit 138 line from Gat eway towards Val enci a.

One circuit would go to a point about 1900 feet
west of Val encia, where it would connect to the existing
Vail to Valencia line, thereby creating the Vail to
Gateway line. And the other side of that double circuit
i ne between Gateway and Val encia would go in its
entirety fromVail -- excuse ne. It would go from
Val encia roughly three mles to the east. | said it
backwards twi ce. The second circuit on that 138 |ine
that originates at Gateway would run from Gateway to the
east, termnate at Valencia. GCot it right that tinme.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 90

Apol ogi es.

CHWN. CHENAL: That's fi ne.

MR. VIRANT: And that's covered in detail by
Ms. Canal es in her routing discussion.

MEMBER WOCDALL: Just one, if | may. So just
for clarity's sake, who is paying for the network
upgr ades?

MR. VI RANT: Yes, nma'am The networ k upgrades
woul d be funded by UNS El ectric, and M. Beck covers
that in his testinony.

MEMBER WOODALL: Ckay, great.

CHWN. CHENAL: Menber Hamnay.

MEMBER HAMMY: So the Gateway substation is
going to be jointly owned by the nerchant group and al so
by UNSE. So if the nerchant piece doesn't go forward,

t hen UNSE woul d be responsible for the entire. And so
anot her question is the 80 mllion, is that the total
cost split by the two entities, or is that half of what
it costs?

MR. VIRANT: Yes, ma'am So if the nerchant
project doesn't go forward, UNSE woul dn't be on the hook
to construct those assets.

I think the second -- a second question in there
was how are those costs split. The costs, roughly
80 mllion, are overwhel m ngly skewed towards the
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mer chant transm ssion conponent, wth a |l ess than
10 percent anopunt attri butable to UNSE for the Nogal es
i nt erconnecti on project.

MEMBER HAMMAY: And who will be the operator of
t hat substation?

MR. VI RANT: Yeah. WII you flip to the next
sl i de.

MEMBER HAMAMAY: | am sorry.

MR. VIRANT: No. The question neans it was a
perfectly desi gned Power Poi nt presentation.

But so the Nogal es Gateway substation, which --
| et ne back up.

You were | ooking at an ownership map for the
Nogal es i nterconnection project that showed j oi nt
owner shi p of Gateway.

MEMBER HAMMY:  Correct.

MR. VIRANT: Wthin Gateway is going to be two
different sets of facilities.

MEMBER HAMAMAY: R ght.

MR. VI RANT: The Gateway substation wll include
t he UNSE Gat eway, which will have 138kV equi prment, and
then Gateway will al so include the Nogal es Gat eway
substation that will have DC tie equi pnent and 230kV
equi pnent .

Getting back to your original question, the
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Gat eway substation would be owned in those percent ages,
or the |l and uses would be owned for those facilities by
t he respective parties. And the operator of that would
depend on whi ch side of the Gateway substation you are
speaki ng of.

So for the UNSE Gateway, the 138 facilities,
that woul d be operated by UNSE. For the Nogal es Gat eway
substation, that would be constructed and owned by
Nogal es Transm ssi on and operated by Nogal es Frontier
Oper at i ons.

MEMBER HAMMY: So the 80 million includes both
of those conponents.

MR. VIRANT: Yes, ma'am And that 80 mllion is
overwhel m ngly skewed towards the nmerchant conponents of
t he project.

MEMBER HAMMY: R ght. Ckay.

MR. VIRANT: So working through the rest of this
slide, | may have butchered -- and | apol ogi ze, Menber
Hamnay, for that on your question -- but the Nogal es
Gat eway substation will be constructed by Nogal es
Transm ssi on and owned by Nogal es Transmission. It wll
be operated by Nogal es Frontier Operations. And we get
into those entities and how they work in a slide from
NOw.

And simlarly to the Nogal es Gateway substati on,
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the 230kV line fromthe Nogal es Gateway substation to
t he border woul d be owned and operated -- owned and
constructed by Nogal es Transm ssi on and operated by
Nogal es Frontier QOperations.

And t he UNSE Gat eway substation, which we have
covered, woul d be constructed, owned and operated by
UNSE. The Gateway to Val encia, the transm ssion |ine,
that one circuit that goes that entire way, Gateway to
Val enci a, woul d be constructed, owned, and operated by
UNSE. And then the extension of the Vail to Val enci a
138kV line that creates the Vail to Gateway 138kV |i ne
woul d be owned and operated and constructed by UNSE.

MEMBER HAMMAY: Ckay. Thank you. | should have
| ooked ahead.

BY MR QJY:

Q M. Virant, we touched on the open solicitation
earlier, but let's take a step back, and woul d you
descri be how the capacity on the nerchant project is
expected to be all ocated, and what process you use to
get there?

A Sure. The capacity on the nerchant conponents
of the Nogal es i nterconnection project would be subject
to an open solicitation. Generally that solicitation
has to be opened to all parties, well advertised, equal
information to those parties, transparent, not unduly
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preferential, no undue discrimnation.

Simlar to open access criteria, that process
and that path is really spelled out in what we call the
petition for declaratory order. And the project,
Nogal es Transm ssion and Nogal es Frontier Operations,
filed a petition for declaratory order in Decenber of
2016. And anpbng other things, it requested Nogal es
Frontier Operations be granted negotiated rate
authority, and that it could authorize up to 100 percent
of its initial transm ssion rights to anchor custoners.

Also in that petition was the description of an
open solicitation process that spelled out what the
criteria would be for that solicitation process, how it
woul d be i npl enented, and how the parties would be
screened and rank.

That petition, again, was filed in Decenber.
There was a supplenent to that filed in April and al so
in June of 2017, the April -- both to address questions
from FERC staff and to address the configuration change
that was di scussed related to the project.

As you know, the Federal Energy Regul atory
Comm ssi on has been w thout a quorum since about the
begi nning of this year. And they recently reestablished
their quorum about a nonth ago, and there is a | arger
backl og of applications or petitions wth FERC. They
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began issuing orders and they are working through that
backl og. But our application does remain pending with
FERC.

The process that we described in that and that
we have pursued is consistent with other open
solicitations that have been approved by FERC. And an
open solicitation was | aunched in July of this year,
July 17th, for a 45-day w ndow that cl osed on
August 31st, so at the end of |ast nonth.

The goal there was to identify the potenti al
transm ssi on custoners for bilateral negotiations and
make sure everybody who nay be interested in the
transm ssion capacity on the project, on the nerchant
conponents of the project, had an opportunity to |l earn
about it and bid into that process.

The solicitation itself has been managed by an
i ndependent third party, Energy Strategies. So they
desi gned a web page. They hosted an i nformati onal
webi nar, pulled together expressions of interest forns,
which is what parties submtted at the end of the open
solicitation window. And nost inportantly, they are in
charge of the screening and ranki ng of those parties
that cone into the solicitation.

CHWN. CHENAL: Menber Wodal | .

95

MEMBER WOODALL: Ckay. | know | amgetting into
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super secret stuff now, so if you can't tell nme, you
can't tell nme. But first of all, how many proposals did
you receive and how many of those were determ ned to be
credi ble? |1 know you can't tell ne who, so | am not
aski ng who.

MR. VIRANT: Yes. So | have not seen the
expressions of interest. They went to the i ndependent
solicitation manager, so | haven't seen them There was
a hefty nunber of them as these things go, and with one
nore that is being worked through by the solicitation
manager .

What we can say is that a diverse set of
counterparties submtted into the open solicitation.

The interest in, in the capacity was about equal in the
nort h-to-south and south-to-north direction. And the --
| lost nmy train of thought.

MEMBER WOCDALL: So basically nore than -- | was
going to say bigger than a bread box, but that would be
way too fey. It would be |Iike between 10 and 20?7 O
can you even give ne nunbers? | amjust trying to get
an i dea how hot a deal this was.

MR. VIRANT: Sure. So in the -- | apologize for
| osing where | was. But the expressions that, the
capacity interest that cane in is well in excess of the
project's capacity. Miltiples of the project's capacity
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wer e expressed.

MEMBER WOODALL: That's enough for ne. | don't
require nore details. Thank you very nuch.

CHWN. CHENAL: Again, M. Virant, | ama little
confused. The expressions of interest were power from
Mexico to the U S. as well as fromU S. to Mexico, is
that correct?

MR. VIRANT: That's correct.

CHWN. CHENAL: So | thought from M. Beck's
comments earlier that the vast mpjority of the power --
of the use of the line will be transmtting power from
the U S. to Mexico.

MR. VI RANT: Yep. And you beat ne to it. You
are correct. It is not necessarily inconsistent with
what M. Beck said. Wile the expressions of interest
were very simlar in the north-to-south and
south-to-north direction, one of the conponents of those
expressions of interests is the pricing. So entities
could express different prices in the south to north or
north to south. And that is one of those market factors
that would affect these bilateral negotiations. So
t hose two concepts, while they may seem so, aren't
necessarily inconsistent.

CHWN. CHENAL: GCkay. | understand.

Yes, Menber Hamnay.
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MEMBER HAMMY: So in the first part you said
that you have the authorization to allocate up to
100 percent of the capacity to anchor custoners. So an
anchor custoner is an investor, is that correct?

MR, VI RANT: No, ma'am

MEMBER HAMAMAY: No.

MR. VI RANT: An anchor custoner would be in the
real estate exanple of like a shopping nall: 1f you get
Dillard's and Foley's in there, and then all the other
stores conme around it.

MEMBER HAMMY: Ckay. So if your anchor
custoners took up 100 percent of your capacity, then you
really don't have a need for open solicitation, correct?

MR. VIRANT: So the open solicitation is a
requi rement for a nerchant transm ssion project that is
granted negotiated rate authority. So | would say that
an anchor tenant woul d be an output of the open
solicitation rather than taking the place of the need of
it.

I's that responsive to your question?

MEMBER HAMMY: Yeah. | had forgotten what an
anchor was fromthe Southline and fromthe SunZi a. So
now | better understand it.

MR. VI RANT: Okay. And just, that process wll
conti nue. The independent solicitati on manager received
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t hose expressions of interest at the end of |ast nonth.
We expect negotiations to begin sonetine this nonth and
will take sone tine to conplete.

CHWN. CHENAL: Thank you.

Menmber Wbodal | .

MEMBER WOODALL: Ckay. | know you can't predict
because | realize it is negotiations over noney, but
typically how | ong woul d sonething like this take? Six
nmont hs? Three nonths? A year?

MR. VIRANT: You know, it is tough to handi cap.
There haven't been a | ot of nerchant projects built, so
there is probably not a good netric to estinmate what
the, what the tineline would be. W are eager to have
t hose expressions of interest turn into binding
transm ssi on servi ce agreenents, and keep our schedul e
that would get the project in service in 2019. So |
would think it is in an anount of tine that's |ess than
a year. But it certainly would be nonths, as it is
conplicated, as you alluded to.

MEMBER WOODALL: O course. And, M. CGuy, |
know this is no surprise to you, but the Conmm ssioners
have expressed concerns in the past over the need to
extend the terns of certificates of environnental
conpatibility. And | think it would be a good idea to
have a thorough explication on the record of how
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conplicated this financing and negoti ati on conponent is.
Because there have been conpanies that have conme in and
needed to have an extension, and the Comm ssion has
really wanted to have nore thorough details. And | know
| didn't need to tell you any of that, but | would just
make t hat suggestion that you have kind of a robust
record here on this one.

Thank you.

CHWN. CHENAL: But we can't give you a CEC for

nore than two years so... Just Kkidding.

All right. So |I amlooking at the clock. | see

it is 3:47. And we are going to go to 5:00 and maybe go
alittle nore. But | don't know how nmuch nobre we have

wth M. Virant, or if --

MR QUY: Excuse ne. | think this is actually
it. Unless he wanted one concl usory statenent or
sonet hing, | believe we are probably done.

Al t hough | do think, Ms. Morrissey rem nded ne
t hat we have been tal ki ng about the FERC petition for
decl aratory order, we probably ought to get that in the
record and offer that. But after that we are probably
conpl et ed.

CHWMN. CHENAL: Let's conplete M. Virant, and
then we can take maybe a short break.
BY MR QGUY:
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Q Just to deal wth that one procedural issue,
believe it is Exhibit UNS-18, can you confirmthat is

t he FERC petition for declaratory order?

A (BY MR VIRANT) It is.

Q And were you involved in the preparati on of that
docunent ?

A (BY MR VIRANT) Yes. | was directly invol ved

in preparing and review ng that docunent.

MR QJY: And Chairnman, we would offer then
Exhi bi t UNS- 18.

CHWN. CHENAL: Any objection?

(No response.)

CHWN. CHENAL: All right. UNS-18 is adnmtted.

(Exhibit UNS-18 was admtted into evidence.)

CHWN. CHENAL.: | believe we already admtted 17,
is that correct?

Ckay, very good.

Thank you, M. Virant. | have a feeling you are
going to be asked nore questions as the hearing goes on,
but thank you for the initial portion of your testinony.

MR. VI RANT: Thank you for the opportunity.

CHWN. CHENAL: Should we -- is this a good tine,
M. Quy, to take a short 10-m nute break?

MR QJY: Yes. W would be transitioning to
Ms. Canal es next.
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CHWN. CHENAL: All right. Thanks. Let's do
that, 10-m nute break.
(A recess ensued from3:48 p.m to 4:10 p.m)
CHWN. CHENAL: Al right, everyone. |If we could
take our seats and we will resunme the afternoon session.
Everyone seens to be enjoying the food that was brought
out at 1:30 or so, you know, right before the dinner
that wll be brought out at 5:00.
Ckay. M. Quy.
VR QJY: Thank you, Chairnan.
We woul d ask, with the questions there,
Ms. Canal es, Gabriel a Canal es.
BY MR QGUY:
Q Ms. Canal es, would you state for the record your
name and who you are enpl oyed by.
A (BY M5. CANALES) M nane is Gabriel a Canal es,

and | am enpl oyed by Hunt Power, LP.

Q And what is your role at Hunt Power?
A (BY M. CANALES) | am a project devel opnent
advi sor, and | inplenment devel opnent strategies for

electric transm ssion projects. And | al so nanage a
team of consultants executi ng devel opnent strategies.

Q And you are probably going to need to sl ow down,
because | amoften criticized for talking too fast.

A (BY MB. CANALES) COkay.
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Q You shoul d have several exhibits in front of
you. Could you see if you can |locate Exhibit UNS-5,
UNS- 6, and UNS-6. 1.

A (BY Ms. CANALES) Yes.

Q And can you confirmthat UNS-5 is your witten
direct testinony that has been filed in this proceedi ng?

A (BY M5. CANALES) Yes.

Q And is UNS-6 a copy of your hearing
presentati on?

A (BY Ms. CANALES) Yes.

Q Were both those docunents prepared by you or
under your supervision?

A (BY M5. CANALES) Yes.

Q Have you revi ewed those docunents since they
were fil ed?

A (BY Ms. CANALES) Yes.

Q And have you identified any changes you woul d

nmake to those docunents?

A (BY MB. CANALES) | have.

Q And are nost of those changes identified in
UNS-6. 17?

A (BY M5. CANALES) Sone have. But in review ng
my prefiled testinony and presentation, | have further
changes.

Q And could you tell us what those additiona
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changes are?

A (BY M. CANALES) In UNS-5, page 4, line 1, it
shoul d read and added what are now route segnents 2, it
should be a 3. O should | just wite it on here or
should I wal k you through?

Q Yes. No, you can wite it. Make the change on
the docunent in front of you, but then also state it
verbally so the Commttee and ot hers know what change
you are nmaking.

A (BY M5. CANALES) Gkay. That is the only change
to the prefiled testinony. In UNS-6, Slide 5, | would
like to strike through the bullet point that reads
Ari zona Corporation Conmm ssion Staff and Conm ssi oners.

Q And wth those changes, if you were to be asked
the sane questions in your prefiled testinony today that
you were asked at the tinme they were witten, would your
answers be the sanme?

A (BY M5. CANALES) Yes.

MR QJY: Chairman, with that we would offer
Exhibit UNS-5, UNS-6, and UNS-6.1 into evidence.

MEMBER WOCDALL: | am sorry, what was the | ast
change?

M5. CANALES: Sur e. In UNS-6, the presentation,
and Slide 5, | would Iike to strike through the bull et

poi nt that reads Arizona Corporation Conm ssion Staff
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and Comm ssioners. And just background, we are listing
the attendees of the 2015 outreach neetings, and we do
have separate neetings, but we --

MEMBER WOODALL: But they weren't there.

MS. CANALES: Correct.

CHWN. CHENAL: All right. UNS-5, UNS-6, and
UNS- 6.1, any objection?

(No response.)

CHWN. CHENAL: They are all admtted.

(Exhibits UNS-5, UNS-6, and UNS-6.1 were
admtted i nto evidence.)

MR. @QJY: Thank you, M. Canal es.
BY MR QGUY:

Q We have | oaded a copy of the UNS Exhibit 6 on
t he presentation conputer. Using that slide, would you
descri be your educational and professional background,
pl ease.
A (BY M. CANALES) Yes. | graduated with a

bachel or of engineering in chem cal engineering from
| nstituto Technol 6gi co y de Estudi os Superi ores de
Monterrey. And this was back in Decenber of 2010. Mbst
recently | graduated from Sout hern Methodi st University,
master's in business admnistration in energy finance.
And that was in Decenber of 2016.

MEMBER WOODALL: May | ask a question? The

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ

105



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 106

I nstituto Technol 6gi co y de Estudi os Superiores de
Monterrey, that's the MT of Mexico, is it not?

MS. CANALES: Ckay.

MEMBER WOODALL: Ckay. | just want to nake sure
you have got full props for that.

MS. CANALES: Yes, thank you. It is a great

school .
MEMBER WOCDALL: Thank you.
MS. CANALES: Thank you.
BY MR QJY:
Q Ms. Canal es, what is your role, or what has been

your role in the Nogal es interconnection project and the
Nogal es Tap to Kantor upgrade project?

A (BY M. CANALES) | am a project devel opnent
advi sor for Hunt Power, and | have overseen devel opnent
activities in the Nogal es interconnection project. And
specifically | amthe primary contact for routing,
outreach, and federal and state permtting activities.

Q And we have on the screen now an outline of sone
of the major topics in your prefiled testinony. Maybe
repeati ng what you just said, but can you give us an

overvi ew of what your testinony covered?

A (BY M5. CANALES) Yes. | wll walk through our
route selection process. | wll give a summary of our
public outreach. And I wll also talk about the

COASH & COASH, | NC. 602- 258- 1440

www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 107

proposed tour schedul e and protocol that we have
prepared, as well as wal k you through a virtual tour of
t he Nogal es i nterconnection project.

Q And this next slide, Slide 3, touches on the
route sel ection process. Wuld you describe that
process for the interconnection project?

A (BY M. CANALES) Yes. The route selection
process began with a conprehensive nultiyear
envi ronnent al study process. And we conducted field
studies as well as inpact assessnents, and these will be
described in nore detail in the testinmony of Mchelle
Bi ssonnette.

And our routing process al so included an
ext ensi ve stakehol der outreach and public invol venment
and our review of alternatives based on this feedback
fromthe public. And this began in 2015 in the
anticipation of a Presidential Permt application
filing.

Q Gve us alittle nore detail on the
February 2015 neeti ngs you nenti oned.

A (BY M5. CANALES) CQur first round of open house
neeti ngs were held on February 5th here in Nogal es, and
we conducted an open house neeting as well as an agency
and st akehol der neeting. At this neeting we provided a
general project area map, and the route that was
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depi cted was the previously approved route from Case
No. 111 for the Sahuarita to Nogal es transm ssion |ine
project. And this was presented to the public in these
nmeet i ngs.

And fromthis feedback, we then decided to split
the route into nunbered segnents. And we added severa
route segnent variations. W wll| discuss and show what
t hese segnent variations are. But this is segnment
variation -- No. 3 it should read here, so if | can nake
t hat change in the presentation as well.

Slide 4, it should read route variations 3 and
12. And we also | ooked at alternative | ocations for the
Gat eway substation. And this was based on sone of the
| andowner feedback, and actually based on this feedback
is why we added these two route variations, 3 and 12.

Q Do you recall if the applicants included in
Exhibit J-2 of the application the materials that were
used at these neetings?

A (BY M5. CANALES) Yes. The presentations were
included in Exhibit J-2K, | believe.

Q And | ooks like the slide refers to additiona
neetings in Septenmber '17. WIIl you describe those for
us?

A (BY M5. CANALES) Yes. Based on feedback from
one of the NGOs in February, fromthe February 5th
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meeting, there was a request for a site visit and a tour
of the project area. So we |listened, and we foll owed up
with a second round of neetings on Septenber 17th, also
here in Nogales. And we presented the route segnent
vari ati ons based on feedback, like | said, from
February 5th. And we had, we had several agencies
attend, and I wll list those in ny next slide.
So here in Slide 5 we have the |ist of agencies

t hat attended both neetings, February 5th and
Sept ember 17t h.

Q And then separate nore recently in preparation

for the joint application, could you describe the

addi tional outreach that you undertook prior to filing?
A (BY M5. CANALES) Yes. Specifically for the
filing of our CEC joint application we held two open

house neetings, one on June 21st in Sahuarita, and on
June 22nd i n Nogal es.

And for these neetings we provi ded extensive
notice. W prepared flyers that were nailed to
busi nesses and honmes within a 25-mle buffer of the
centerline of both the Nogal es i nterconnection project
and the Nogal es to Kantor upgrade project, and this
i ncl uded roughly 2,000 honmes and busi nesses. W al so
e-nailed this sane flyer to our interested parties |ist
t hat we have kept from our outreach through our
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Presidential Permt application process. And separately
we published notice in |ocal papers. W published in
t he Sahuarita Sun, the Nogales International, the G een
Val | ey News on June 14th, June 16th, and June 18th
respectively.

Separately there was also an article in the
Nogal es International witten about the project, and
this was published on June 20th. Additionally, we had a
presentation in the open house neetings at the Santa
Cruz County board, this was on June 7th, and at the Cty
of Nogal es open house neeting on June 11th, like | said,
specifically for the purpose of giving notice about

t hese neeti ngs.

Q And did you receive any feedback fromthese open
houses?
A (BY M. CANALES) Yes, we did. | wll talk

specifically about feedback regardi ng the Nogal es
I nterconnection project, and M. Beck w il talk about
f eedback regardi ng Nogal es Tap to Kantor upgrade
project, which was both largely positive.
Specifically for the interconnection project, we
recei ved one coment card from an inpacted | andowner.
And the comrent card supported our preferred
Alternative 3, and also cited the benefits of redundancy
to the existing Vail to Valencia line, and how he saw
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the benefits that our project would bring.

Q And the slide, this slide, Slide 8, refers to
addi tional neetings with entities. This is outside of
t he open houses, is that correct?

A (BY M5. CANALES) Yes. CQutside of the open
house neetings, we net with the entities listed in this,
in this slide.

Specifically I want to point out the U S. Forest
Service. Like M. Virant pointed out, we had a neeti ng,
or we had several interactions with the Forest Service,
and based on their feedback, we nade changes to the
| ocation of route segnents, | believe it is, 11, 13 and
15. And we shifted the centerline of the project 25
feet to the east to nake that farther away fromthe
Coronado National Forest. As a result, we had to anend
our Presidential Permt application, as discussed by
M. Virant.

And like | nmentioned on ny correction to the
presentation, we did neet wth, outside of open house
meetings, wth Arizona Corporation Comm ssion Staff and
Conmi ssi oners.

Q And you nentioned the selection of -- | think
you nentioned the selection of Alternative Route 3 is
the preferred route. Wuld you descri be the basis of
t hat sel ection?
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A (BY M5. CANALES) Yes. Qur preferred
Alternative 3 has several design benefits. And this
includes the fact that it is a straighter route as
conpared to several of the other route alternatives. A
straighter route neans it has fewer angled structures

and dead-end structures, which typically have a | arger

footprint. It also, because of this sanme reason, has
overall | ess ground disturbance even than the shortest
rout e.

Rel ated to access, we have several points here,
route Alternative 3 is the route that has the easi est
access, conpared especially to route Alternative 2 and
route Alternative 4, because these alternatives are nore
closely located to dense industrial areas. And
therefore, our preferred alternative, Alternative
Route 3, provides opportunities for inproved safety,
al so easier access during both O%M activities throughout
the life of the project but al so through construction,
and requires the | east anpbunt of access roads because of
this reason.

And related to the outreach, preferred
Alternative 3 addresses the inpacted | andowners'’
concerns. And specifically with the Forest Service, as
conpared to route Alternative 1. This dimnishes the
anount of route that is adjacent to the forest.

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 113

Q Thank you.

The next few slides appear to be a group of
maps. Whuld you descri be what you are showi ng there?

A (BY M. CANALES) Yes. Slide 10 through Slide
21 show maps of each one of the route alternatives. And
they are split into zooned-in versions in these naps.
And they are here for the Commttee to use if you find
themuseful. But | can go through the specifics of each
route on our virtual tour, if that's okay.

Q And if you are ready to do that, we need
probably one mnute to switch a | aptop, and then we w ||
be able to do that.

Ms. Canales, it |ooks |Iike we have the
presentation on the screen now, which it | ooks |like the
start of the Google flyover. And on the |eft-hand
screen and on the right is a copy of the overview nmap
that, | believe, was in M. Virant's testinony. At this
point | amgoing to hand the reins over to you to wal k
us through the flyover.

A (BY M5. CANALES) Yes, thank you.

In the screen we are | ooking at route
Alternative 1, and this route is 5.8 mles long. And
this is the previously approved route in Case No. 111 in
the Sahuarita to Nogal es Transm ssion |line project. And
this was the route that was presented in that first
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round of neetings in February 2015.

Can we show Alternative 2.

Alternative 2 is 4.9 mles. And this
alternative has a route segnent variation. This is the
only alternative where you will see triple circuit
construction. And | get into the details once we start
runni ng through the flyover.

Route Alternative 3 is 5.1 mles long, and this
is our preferred route alternative. And the difference
fromAlternative 1 in those two route segnent
variations, which we will get into nore detail, but
essentially it is route segnent variation 3 instead of
2, and this uses route segnent variation 12 instead of
11 as conpared to route -- or the previously approved
route.

CHWN. CHENAL: Ms. Canales, may | ask you to use
the | aser pointer and maybe hel p us understand a little
when you start tal ki ng about segnments? | think you are
| osi ng us.

MS. CANALES:. Ckay.

CHWN. CHENAL: Does that nake sense?

MS. CANALES: Yes, | will try ny best.

If | can repeat this regarding the preferred
alternative, so if we see here on the right the red is
our preferred, actually going here, and the previously
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approved route is in blue, or the differences are in

bl ue, and here at this point is where they diverge, so

i nstead of going south and then west, we keep goi hg west
and then south, that is the one difference between 1 and
3.

And then the other difference is, as we are
com ng up here to Gateway, instead of going straight
west and then south along the border, | nentioned we are
trying to minimze the inpact to the forest, we instead
decided to parallel as we are conm ng back south al ong
route segnment variation 10 -- and | hope you can see the
nunbers -- and then on 12, right here, and then south.

CHWN. CHENAL: Thank you. That's nuch easier to

foll ow.

MS. CANALES: Ckay, perfect.

So now we will see route Alternative 4. So
Alternative 4, this one is -- it goes up to Gat eway

along this. Also it is, as you can see it fromthe
aerial inmagery, is nore defended. But this one goes up
on the 138kV construction, and then down the 230 al ong
the sane corridor, but this just does have two |ines
paral l eling each other, and then goes across route

segnent variation 13 and then south.

And here, actually on this map, | think this
m ght be easier to see -- sorry, | have this cup in the
COASH & COASH, | NC. 602- 258- 1440
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m ddl e. There we go.

So here is this purple line. So it follows the
red line, which is our preferred, up to this point,
where it will go north to Gateway, back south. And at
this point, instead of following the red, it will foll ow
the purple in a southwest direction towards the forest
and then south. Hopefully that was nore clear.

CHWN. CHENAL: Very clear. | amcurious. This
is probably nore for the second, the upgrade porti on,
because when we get into the different routes there it
w |l be nore significant why you prefer one over the
ot her, but just out of curiosity, if I nmy ask, why do
you prefer your route 3 over the other routes? | nean |
under stand what the differences are, at |east | can see
it on the map and your presentation. But why do you
prefer one over the others?

MS. CANALES: Yes. So | will conpare them each
one against 3, if that hel ps.

So when you are conparing 1 against 3, and 1
was, again, the previously approved route, 1 goes south
towards, this is the Honme Depot, and it then goes west.
And this is bisecting a | andowner's property who's
voi ced a concern of not wanting essentially their
property to be cut in half by a transmssion line. And
so instead, we proposed this route segnent variation 13.
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So that is one reason why we prefer this alternative.

And then simlarly, the difference between 1 and
3 are addressing a | andowner's concern right here. Hi's
property would be essentially surrounded in three sides
if we were to go with route Alternative 1, because we
woul d go north to Gateway, then west and then south. So
the i npact would be larger to his property. So instead,
we proposed going north to Gateway, and then south al ong
t he sanme corridor, and then doing route segnent
variation 12 instead.

This al so addresses the concern fromthe forest,
because, as you can see, now we are doing -- or the
| ength along the boundary is | ess conpared to 1.

CHWN. CHENAL: Very good. | followed that.
That's very hel pful to ne.

MS. CANALES: Perfect.

CHWN. CHENAL: Menber Wodall.

MEMBER WOODALL: | take it that the State
Hi storic Preservation O fice has no concerns about any
of these?

MS. CANALES: The Departnment of Energy, as they
are | eading the environnental efforts regardi ng NEPA and
t hey are conducting actually an environment al
assessnment, they are also |leading the efforts of Section
106 conpliance, and through the Departnment of Energy is
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how we are working through cultural issues with the
Ari zona SHPO

MEMBER WOCDALL: So the cultural aspects of this
did not formthe basis for your ranking of the routes
t hat you have?

MS. CANALES: Cenerally it is not. There are
not a lot of cultural concerns or not cultural
sensitivities. So the cultural considerations were not
a driver in the selection of this process or of these
routes.

MEMBER WOCDALL: Thank you, ma' am

MS. CANALES: So | wll continue on why 3 is our
preferred route. O option 2 is this green |line here.
And if we can show it on the aerial, you can see that
this goes right along this industrial devel opnent. And
as | nmentioned before, this provides for nore
conpl i cated access, both for construction and for
operation and mai ntenance al ong this devel oped ar ea.
And it is simlarly for route option 4, if you can show
that in the aerial, it also goes along highly devel oped
areas. Just in general, the project area has a | ot of

urban and commerci al devel opnent.

So we will start the tour as we are given the
overview of the four routes. And the way we w |l set
this upis we wll do a flyover of the preferred
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Alternative 3 first. And we will then specifically go
into each one of the segnents that are different between
all of them just to save sone tine, and | think that
wll be the nost effective way to go through it as well.
And, of course, you know we will have the opportunity to
| ook at the sites in person tonorrow in our tour.

So let's get started. So this is the existing
Val enci a substation. You can see we are traveling west
towards 1-19. And we will -- we are stopping at this
pole. This is the pole that is approxinately 1900 feet
west of Valencia. And at this pole is where the
existing Vail to Valencia line wll be severed. W have
tal ked about the reconfiguration in M. Virant's
t esti nony.

And at this point, the two circuits that will be
built, the two 138kV circuits, one of those circuits
wll connect to the severed line and will create the
Gateway to Vail line, and the other circuits wll
continue on to Val enci a al ong exi sting conductor and
existing poles. So that piece that we just flew over
w |l be existing conductor and existing poles, and it
will connect to Valencia. So that will be the Gateway
to Val encia |line.

Also at this pole is where we have that
devi ati on between Alternative 1 and our preferred. So
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we can see here at this pole we are now goi ng south
towards the Hone Depot, which you can see here, and then
goi ng west towards 1-19. So that's this line here. As
| mentioned, our preferred alternative and also 2 and 4
conti nue west towards the highway, and then south to
avoid this | andowner's property.

MEMBER HAMMY: So are you going to deconm ssion
those lines off of 2? They wll stay?

MS. CANALES: So the 1900 feet of existing poles

wll stay there. And there is a line comng fromthe
north. And so the line will be severed at this point.
So ny understanding is there will be no deconm ssi oni ng

of equi pnent, but M. Beck can clarify.

MR. BECK: That is correct. As part of this

project, no existing facilities will be abandoned or
renroved. We will utilize themall in the new project.
So the piece that extends from Val encia today will cone

to that turning point approximately where the nunmber 1
is. And where today it turns to the north, that |ine
going to the north will be connected to the double
circuit, as will the circuit going to Val encia, and
those two circuits go all the way over to Gateway,
creating the loop in and out of Gateway.

And just one further point, just to nake the
point that M. Magruder had filed in his issues, one of
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his i ssues was why didn't we just utilize the CEC that
is existing for Case 111. Well, there is a question how
active that CEC is, for one thing, but beyond that, our
starting point was that alignnment, as Ms. Canal es had

i ndicated. So we did consider that, but then we | ooked
beyond that as part of the public process.

MEMBER HAMMAY: Ckay, thank you.

MS. CANALES: So we will continue with our
flyover. And we are |looking at Alternative 3, our
preferred alternative, that conti nues west towards the
hi ghway. And we can see we are approachi ng the hi ghway.
And we wll then go south al ong the highway, and we are
| ooking at this portion. W wll stop at this point,
which is right here, and at this point, all of the
alternatives, 1, 2, 3 and 4, follow the sane corri dor,
all follow this route segnent variation No. 4.

Cont i nue pl ayi ng.

Rout e segnment 4 crosses the highway and the
Mari posa Wash and then follows this existing property
boundary, and it is on the north side of the Mari posa
Wash. We can faintly see it here on this blue line.

And we are going right along this industrial devel opnent

t hrough this property boundary.

And we w il then cone to the point where right
here -- oh. |Is that our pole? W wll cone to the pole
COASH & COASH, | NC. 602- 258- 1440
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where route Alternative 2 begins, or the different
segnent, segnment 6 begins. So segnent 6 as shown here
starts traveling northwest. This is the eastern
boundary of the property, and it follows this road

t owards Mari posa, Mari posa Road.

Can we play it?

Now we are continui ng al ong route segnent
variation 5. And then we will cone to the point right
here where you will see where route segnent variation 7
starts. | think that's the pole right here. And route
segnent variation 7 goes northwest as well towards
Gat eway, and then conmes back in the sane right-of-way.
And we will be able to see in the flyover how t hese
segnent variations | ook once we nove on fromroute
Al ternative 3.

Excuse ne. So let's continue playing.

And then we will continue follow ng route
segnent variation 9. This route segnent variation goes,
crosses Mari posa Road or State Road 189, and it then
follows on the southern side of the Mariposa Wash.

We then start going up north towards Gateway.
And this is where we are turning. And if we can stop

here, as | mentioned before, we proposed to avoid

122

i npacting this | andowner, that we would parallel the 138

doubl e-circuit construction, would be on the east side
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towards the north, which you can see right here. And in
the sane right-of-way we woul d have the 230kV
construction com ng south, which you can see here as
well. So this is a rendering how that would | ook Iike.

And i f we can keep pl aying.

| also wanted to make the point that these
are -- we haven't conpleted our detail ed engi neeri ng and
design, and these are just, you know, conceptual pole
| ocations, just to give an idea of how this would | ook
i ke, but both these lines would fit in a 150-f oot
ri ght - of -way.

And now we are reaching the Gateway substati on.
At the Gateway substation, the 138kV |ines woul d connect
to what was described by M. Virant as UNS Gat eway, and
this would hold the 138kV facilities. These are on the
east side of the already graded sites where Gateway is
expected to be |located. And the 230kV |ine would
connect to the HVDC facilities that would constitute the
Nogal es portion of the substation.

Let's keep pl aying.

Now we are just | ooking around the Gateway
substation, and like | nentioned, we will cone back
south along that sane path. And now we are conti nui ng
south up to this point where route segnent variation 12
begins. And we w |l then head sout hwest on the north
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side of the wash. Here is our turning point. You can
see the wash here in the faint blue line. And we are
following on the north side of the wash conti nui ng west
up to a point, this point here, that is about .1 mles
north of North Target Range Road, which you can't see
here in the i mgery, but just as a point of reference,
at this point, we wll then start headi ng south al ong
t he Coronado Nati onal Forest boundary.

Can we keep pl ayi ng?

So fromwhat we can see here on the west side is
the forest. And we are headed directly south towards
our proposed border |ocation, where the line wll
interconnect to facilities to be constructed in Mexico.

And here is a point also worth menti oni ng where
the route segnment variation 14 joins back to this point
where all of the four alternatives, 1, 2, 3, and 4, join
and all share this route segnment variation 15 toward the
border. So that's this point right here.

And once we hit the border crossing | ocation, we
wll see we also rendered a pole on the Mexican side,
whi ch we can see here, but that is just conceptually to
show that we will obviously be connecting to facilities
on the other side.

And that is our preferred Alternative 3. Do you
have any questions?
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MEMBER HAMMY: So the facilities in Mexico, do
t hey exi st yet?

MS. CANALES: No. They are still to be
constructed. But it is worth nentioning that the
Secretary of Energy has instructed Coni si 6n Federal de
El ectricidad, which is the entity in charge of buil ding
this facilities, they have been instructed to construct
in their plan.

So their plan is called the PRODESEN, Programa
de Desarrollo Systenma Electico Nacional. So it has been
included in their -- is that a 15 or 30 -- 15-year pl an.
And this was published or included in the published
version both in 2016 and 2017.

MEMBER HAMMAY: Ckay, thank you.

MEMBER WOODALL: This would be basically their
capi tal inprovenent plan?

MS. CANALES: Correct.

MEMBER WOODALL: And | had a question for Staff.
| notice that there were two paralleling lines on the
approach to Gateway. And | woul d be appreciative of
getting Staff's assessnent of the safety of that, the
reliability of it, of those two paralleling lines, if
they are cl ose enough, if you would recomrend a further
di stance, et cetera.

MR HAINS: Cdarification, Menber Wodall. Are
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you referring back to how Staff used to have in an
ancient era when Staff was requiring a |line separation
condition in various CECs?

MEMBER WOCDALL: | don't consider nyself that
ol d.

MR HAINS: | was including nyself.

MEMBER WOODALL: Part of that, yes, | would
appr eci at e.

CHWN. CHENAL: Let the record reflect there was
a massi ve anount of snickering.

MEMBER WOODALL: | prefer to think it was
chuckling in good fun.

And of course, M. -- you know, you could confer
wth M. Beck to get nore of the precise details. But
yes, | amreferring back to those anci ent days of yore.
Thank you, M. Hains.

MR QUJY: Thanks, Ms. Canal es.

Chai rman, that concludes Ms. Canal es' testinony.
We have two exhibits we would like to offer, Exhibit
UNS-2 is the tour schedul e and protocol, which has been
di scussed several tinmes that we will undertake tonorrow
nor ni ng and Thursday norning. And then Exhibit UNS-7 is
an actual digital copy of the flyover that we have been
di scussing. So we would offer those two exhibits in
evi dence.
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CHWN. CHENAL: Any objection to UNS-2 or UNS-77?

(No response.)

CHWMN. CHENAL: Hearing no objections, UNS-2 and
7 are adm tted.

(Exhibits UNS-2 and UNS-7 were admtted into
evi dence.)

MR QJY: And with that, we pass M. Canal es,
and our next witness would be M. Beck. |If you want to
proceed, it is about ten until 5:00.

CHWN. CHENAL: Two points. Nunber one, we
general ly all ow cross-exam nation of the panels. So
don't think that you won't have the opportunity, for the
other, for the, you know, the intervenors, you wll have
the opportunity to ask any questions you w sh of the
panel when we conclude with M. Beck

| think, M. Quy, you had anticipated you would
be hal fway conpleted with M. Beck by now. And we are
going a little slower than that. |If you could help ne
wth the anount of tine you think we are going to need
as we go forward, because with a tour and -- | nean we
are not, and the hearings in the evenings, we are not
masters of our own destiny. So | hate to let this tine
go if it is going to help us having to hurry up Friday.
| mean, if it is okay with the Commttee to go for 15 or
20 m nutes, | nean --
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MEMBER WOCODALL: 30 m nutes.

CHW. CHENAL: -- | nean | think -- are we good
wth this, the Commttee, to continuing on with M. Beck
now?

Yes, Menber Nol and.

MEMBER NOLAND: What tine is our public hearing?

CHWMN. CHENAL: It is at 6:00.

MEMBER NOLAND: Just give us enough tinme in
bet ween so we don't run right up in between to the 6:00.

CHWN. CHENAL: | would anticipate nmaybe going to
5:30. Would that be enough tine or would you want nore
time?

MEMBER NOLAND: No, | guess that's okay.

CHWN. CHENAL: Ckay.

MEMBER WOODALL: M. Beck, talk fast.

MEMBER HAMMY: But not too fast.

CHWN. CHENAL: So | guess, M. @y, | guess we
want to proceed with M. Beck.

BY MR QGUY:
Q So M. Beck, let's walk through sone of the
exhibits while they are shifting the | aptop connecti ons.

You should have in front of you four exhibits
that I want to touch on. Could you | ocate Exhibit
UNS-9, and can you confirmthat that is a copy of your
prefiled direct testinony?

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 129

A (BY MR BECK) Yes, it is.

Q And could you confirmthat Exhibit UNS-10 is a
paper copy of your hearing presentation?

A (BY MR BECK) Yes, it is.

Q And Exhibit UNS 10-1 or 10.1 is entitled the
errata of Ednond Beck. Could you confirmthat is the
list of the errata or changes to testinony that has been

identified so far?

A (BY MR BECK) | am having trouble finding that
docunent .
Q W will get an extra copy.

While we are | ooking for 10.1, was your
testi nony and presentation prepared by you or under your

super vi si on?

A (BY MR BECK) Yes, it was.
Q And | was going to ask you, other than the |i st
in 10.1 -- which you do not have, so give us a mnute to

| ocate that. Ckay.

A (BY MR BECK) | do have 10. 1.

Q And have you reviewed the errata listed on 10.17
A (BY MR BECK) Yes, | have.

Q And woul d you agree, does that errata reflect

t he changes that you would |ike to nmake to your
testi nony?
A (BY MR BECK) | do have one additional change.
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Q Ckay. Pl ease describe that change.
A (BY MR BECK) In UNS-9, ny prepared testinony,
on page 9, starting with line 5, | talk about the

construction cost of the alternate routes. And | have
sonme additional information now, so it would change the
way t hat shoul d read.

So it should read Alternative 1 is estimated to
be the | east costly at approxinately $28.8 nillion,
followed by Alternate 2 at approximately $30.8 mlli on,
and then Alternative Route 3, 36.2 mllion. So there is
approximately a $2 mllion difference between route 1
and route 2, which I wll get into nore regarding
constructi on costs.

CHWN. CHENAL: And where again, M. Beck, is

t hat ?
MR BECK: It is on page 9 of ny direct, which
was UNS- 9.
CHWN. CHENAL: Page 9 of Exhibit 9.
MR. BECK: Yes, correct.
BY MR QGUY:
Q And M. Beck, with that additional change and

t he changes in 10.1, if | were to ask you those sane
questions today, would your testinony be the sane?

A (BY MR BECK) One nore change to reflect that
sane cost difference is in Exhibit 10, on Slide 20, just
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to reflect the Alternative 2 cost at 30.8 mllion versus
28.8. And with that, it has all ny changes.

VR QJY: Thank you, M. Beck.

Chai rman, we would offer Exhibits UNS-9, UNS-10,
UNS-10.1 as revised by M. Beck.

CHMN. CHENAL: What about UNS-10. 27

MR. @QJY: Thank you for covering that.
BY MR QGUY:

Q M. Beck, do you see Exhibit 10.2 in front of

you? 10.2 should be the additional slides that you

prepared to show the different route alternatives.

A (BY MR BECK) That is correct, yes.
Q And we wll bring a copy up there.
A (BY MR BECK) Ckay.

CHWMN. CHENAL: Ckay, UNS-9, UNS-10, UNS-10. 1,
and UNS-10. 2, any objections?

(No response.)

CHWN. CHENAL: Ckay. UNS-9, 10, 10.1 and 10.2
are adm tted.

(Exhibits UNS-9, UNS-10, UNS-10.1, and UNS-10.2
were admtted into evidence.)
BY MR QUY:

Q M. Beck, we have | oaded on the conputer your

Power Poi nt presentation. Could you please give us an
overvi ew of your educational and professi onal
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backgr ound?

A (BY MR BECK) Sure. | have been enpl oyed by
Tucson El ectric Power and Uni Source Energy Services as
director of transm ssion devel opnent for 38 years. M
roles and responsibilities include siting projects for
bot h conpani es at the subtransm ssion and transm ssion
|l evel. And | have supervised preparation of this
particular joint application and the supporting
exhi bi ts.

Regardi ng ny experience and educati on, bachel or
of science in civil engineering fromthe University of
Arizona, MBA also fromthe Uof A | ama registered
pr of essi onal engi neer, a nenber of the Anerican Society
of Gvil Engineers, and as | nentioned, 38 years of
experi ence.

Q Have you testified in Line Siting Commttee
cases before?

A (BY MR BECK) Yes, | have.

Q Coul d you give us a brief overview of what your
prefiled direct testinony and your presentation wll
cover?

A (BY MR BECK) Yes, | will. Specifically for
t he Nogal es Tap to Kantor upgrade project | will talk
about the purpose and need of the project, our route
sel ection process, the public outreach that was
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perforned, our tour schedule and protocol for that tour,
as well as walk through a virtual tour of the Nogal es
Tap to Kantor portion of the project.

I will also address sone of the technical
conmponents of both portions of the project, both the
Nogal es i nterconnection as well as the Nogales Tap to
Kant or upgrade, and touch on our proposed ri ght-of-way
acqui sition process.

Q Let's nove on to the purpose of the project.
Coul d you give us a description of what the purpose and
need are?

A (BY MR BECK) Well, overall the project does
help UNSE to neet our future transmssion reliability
requirenents. It provides a new source, a new path to
resources south of the border that we do not have today.

It has been alluded to, | think, in previous
di scussion that at one tine the old Citizens Uilities,
whi ch was the predecessor of UNS Electric, had nany
issues with reliability and was put under order to build
a second transmssion line. TEP and Ctizens cane
t oget her to propose what was identified as Case No. 111,
whi ch woul d have provided a second path to Nogal es.

That project never got built. W had probl ens between
the state approval process and the federal process in
t hat case.
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Consequently, or subsequent to that, we had a
| ot of discussion with the Conm ssion and Staff
regarding reliability of the Nogal es and Santa Cruz
areas, and the need for a second transm ssion line. UNS
El ectric's response to all of that discussion was to
upgrade the old 115kV Iine that at the tine was
connected to Western Area Power, to a 138kV line
connected directly to TEP. That got rid of one issue
that we had relative to a limtation on the Wstern
system where we had to turn generation on at a certain
| oad level. The TEP system coul d support the UNSE
systemat all |oad | evels.

As a result of all of our discussions and work
wth Staff and the intervening parties, we resolved that
the upgrade to 138 was a sufficient inprovenent in
reliability to neet the needs of Nogal es and Santa Cruz
County.

But there still is the benefit from having a
second path to another resource. So that's why both UNS
El ectric as well as TEP has been interested in a
connection to Mexico for many years. Not only could it
provide a second path for UNS El ectric, it also can
supply a second path to TEP, which is upstream and at
the very end of the WECC, or Western Electric
Coordinating Council's, system So we see a connection
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to Mexico as really helping us froma reliability
per specti ve.

But beyond that, we were approached by Nogal es,
Nogal es Transm ssion, through Hunt, with an
i nt erconnecti on request. And Menber Wodall had asked
about the FERC i nterconnection process earlier. This is
probably the time to touch on that.

When a utility that is jurisdictional under FERC
has a transm ssion service request or interconnection
request, the utility is obligated through the FERC
process to anal yze what is needed, identify the upgrades
on the systemthat are required, and acconmmodate the
I nterconnecti on request to the extent possible.

So we went through a systeminpact study with
Hunt and the Nogal es Transmi ssion project to identify
needed upgrades. W identified the need for the 27 and
a half mles of |ine upgrade, which we will talk nore
about a little bit later, as well as the facilities
W t hi n Nogal es proper, the 138kV connections to UNS
Electric's Val enci a and Gateway substations, or future
Gat eway substati on.

The FERC process says that things that are
identified as network upgrades through the process are
paid for by the utility that owns the system There are
two ways that they can be paid for. One is up front.
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They can be paid for by the interconnector, but

i mMmedi ately you start repaying that interconnector

t hrough credits through the use of the system or the
utility can just bear the cost of those upgrades.

In TEP's and UNSE' s history, we haven't seen a
| ot of value to charging the custoner up front and then
doing credits back. That's really nore trouble than it
is worth. You have to credit back with an interest
charge on top of the npbney you pay back. So we have
typically chosen to just take those network upgrades and
pay for themat the utility level. So that's how we got
to the point where these are identified network upgrades
that UNS El ectric custoners would pay for.

The big plus to this project has al ready been
mentioned, is that with the fl owthrough addition that
the project brings, it nore than offsets the cost of the
added facilities at the network | evel, subject to a
potential delay due to the rate-setting process. Qur
FERC rates are adjusted annually. So dependi ng on where
we fall timng wse in that rate wi ndow, there could
possi bly be up to one year delay in the custoner seeing
the full benefit of the additional flowthrough. So
they could pick up a little bit nore cost in the short
term but they would see a big benefit in the | onger
termon the transm ssion portion of their charge.
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So that's kind of the FERC interconnection
pr ocess.

Regarding the transm ssion |link with the Nogal es
i nt erconnecti on project that we are | ooking at, because
we see the benefit of potential market transactions at
the UNSE | evel, we see al so potential custoner benefits
fromthat.

And t hat extends even up to TEP al so, but
primarily we are |l ooking at UNS Electric. And as we
have i ndi cated, the upgrades that we have identified
wll allowthe 150 negawatts of flow across the DCtie
in both directions, supporting grid reliability for both
sides of the border.

And it supports the City of Nogales as well as
all of Santa Cruz County through that process. And
ultimately UNS Electric will own and operate the Nogal es
Tap to Kantor upgrade project, as well as the 138kV
| i nes between Val encia and Gateway and the Gateway 138kV
subst ati on.

Q Thank you.

I think the next two or three pages are maps of

the project. Can you wal k us through what you are
wanting to illustrate there?
A (BY MR BECK) Sure. So the upgrade, Nogal es

Tap to Nogal es Kantor upgrade specific in this
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application is what is identified by the green |ine on
Slide No. 5. So fromthe proximty of the Nogal es Tap,

t hat was our original interconnection point with the
Western Area Power systemthat UNS El ectric, we

di sconnected fromthat when we upgraded the line to 138,
but that is the landmark in the vicinity of where we
need to upgrade the line. The upgrade would extend from
t hat Nogal es Tap down to Kantor substation.

If you go to the next slide, the portion in red
was the portion that was upgraded in 2014 as part of the
conversion from 115kV to 138kV. That portion of the
line was on old wood poles. Those were replaced by
steel nonopoles just like we are proposing in this
project. But we used a larger size wire on that portion
than exists on the existing line from Nogales Tap to
Kantor. So to get the additional capacity needed for
the project, we needed to replace that wre.

As the engi neering group | ooked at the needs of
replacing the wire, they determined not only was it the
wre, but the poles, because the old poles were narginal
or just net the reliability requirenent for wind and
| oading of the older, smaller wire. So as a result, our
upgrade woul d be new poles and new wire to get the
addi ti onal capacity.

MEMBER HAENI CHEN: M. Chair man.
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CHWN. CHENAL: Yes, Menber Haeni chen.

MEMBER HAENICHEN: So let ne see if | interpret
this right. | amat the section you just descri bed.
You got additional capacity two ways then, one by going
to a higher voltage and anot her by bi gger w res that
could carry nore current, is that correct?

MR. BECK: In 2014 we got the advantages of the
i ncreased vol tage, because the line could be operated at
138kV, the portion that we are now proposi ng to upgrade.
The wire size capacity increase is specific to this
project. So we did have a benefit of the voltage in
2014. Now it is just the anpacity of the wire itself.

MEMBER HAENI CHEN: Thank you.

CHWN. CHENAL: Menber Hamnay.

MEMBER HAMMY: Yes. M. Beck, you nentioned a

CEC froma -- from111? So is that the one you said
that you didn't know was still active?
MR. BECK: That is correct. 1In Case 111, we,

TEP, proposed in a joint application wwth Gtizens
Uilities at the tinme -- that was before UNS El ectric
exi sted -- we proposed a 345kV |ine going from Tucson
all the way into Mexico, wth a stop-off point at the
Gat eway substation. That's why we have a fully prepared
substation site at the Gateway site. And there would
have been an interconnection at that tine from Gat eway
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to the Ctizens systemto support their needs of a
second circuit.

MEMBER HAMMY: So - -

MR. BECK: That was about 2001.

MEMBER HAMMY: Ckay. That was one question.
So do we need to vacate that CEC, or do you just |et
themdie a natural death, or what do we do wth an
active, sem -active CEC?

MR, BECK: | think that's probably a specific
question for Staff and the Conm ssion. But as far as
Uni Source is concerned, it is not a viable CEC that sits
out there. It was put on hold at the tinme for further
review or further work, and we never pursued that.

MEMBER HAMMY: So by putting on hold, so that
was a formal action done by your conpany?

MR BECK: It was, | believe, actually done by
the Commi ssion. And I don't know if M. Hains has any
i nput on that.

MEMBER HAMMY: Does that reflect -- is that
reflected in the 10-year plan, that you vacated that
CEC, or whatever the right term nology is?

MR. BECK: | believe we have taken it out of our
10-year plan with the nost current 10-year plan. And we
have w t hdrawn our Presidential Permt request from DOE,
whi ch was anot her piece of that. W never got an
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approved Presidential Permt. So until we had that we
couldn't have built that |ine, and we have w t hdrawn
that application as part of this process through the EA
wi t h DCE.

MEMBER WOODALL: If | may, | was the Chairman of
the Commttee at the tine that we did this line siting
proceeding. It was extrenely controversial and there
was sone conplicated procedures involving it and the
federal governnent and the Conmm ssion. And | amsure we
coul d have an explication of that. |If you don't need it
for this hearing | can certainly bend your ear for an
hour or three at sone future point. But if you need it
for this proceeding, | think Staff would be the person
to dredge that up for you.

MEMBER HAMMY: | don't need it. | was just
wondering what we do with this active, sem -active CEC.
But it doesn't sound like it is active, it is not part
of the plan. | don't know that we have to do anyt hi ng.
| don't know. | amnot a | awer.

MR. BECK: As part of us, as one of the
applicants, our positionis that that's, even if there
was a CEC, it is pretty nuch dead. It would have to be
restarted.

MEMBER WOODALL: Everybody is trying to ignore
t he whol e thing, basically, based on what happened.
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CHWN. CHENAL: M. Hains, did you have anyt hi ng
to add? Then we will go to Menber Hamnay agai n.

MR, HAINS: Sure, Chairman, and Menber Hamay,
just to tie the bow on that one issue with regard to
whether it is alive or dead at this point. One, and,
you know, | would have to pull up the CEC, but | expect
there is atinmne limt for it, and | would assune it has
probably expired by this point and to their terns.

CECs, they are distinct fromcertificates of
conveni ence and necessity, which even if they expire,
they may have sone life left to them CEC, it is
explicit in the terns under which they are granted that
they have a finite term

The ot her conponent is, | believe sonebody from
UNS or TEP can confirmthis, but | believe in the |ast
rate case for either TEP or UNS, they actually requested
t he recovery of the sunk costs for that, so it is dead.

MEMBER HAMMY:  Ckay.

CHMN. CHENAL: Menber Nol and.

MEMBER NCLAND: Thank you.

M. Beck, what was the other case that was
probably four or five years ago up in the sane area,
Tucson, going south towards Nogal es? Was that a
repl acenent ?

MR. BECK: | believe you are referring to Case,
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| believe it is 147, which was to go fromthe Vai
subst ati on, convert the existing 115 to 138, as well as
rebuild the portion shown in red on that Slide 6. So
everything from Kantor south was rebuilt. And we built
fromthe Nogales Tap up to the Vail substation to make
the connection to TEP. And we went through that siting
case in 2009.

MEMBER NOLAND: R ght. 1Is that conpl eted?

MR. BECK: Yes, that is conpleted. In fact,
that's what it is allowing us to only have to touch the
Kantor to Nogal es Tap porti on.

MEMBER NCLAND: Thank you.

CHWN. CHENAL: Menber Hamnay.

MEMBER HAMMY: So M. Beck, help ne renmenber
what |ine went through the Vail substation. You have it
here. It is -- you have it next to the Nogales Tap. |
don't have a sense of how far away the Nogales Tap is
and the Vail substation. But was it SunZia or was it
Sout hl i ne? Sonmet hi ng went through the Vail substation.
What |ine was that?

MR. BECK: There are many lines in the vicinity.
So there is Western Area Power lines, which if you were
i nvol ved in the Southline case you probably saw sone of
that, because Southline utilizes the Western system but
tie into the TEP Vail substation.
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MEMBER HAMMY:  Ckay.

MR. BECK: The Nogales Tap to Vail substation
was five to ten mles long, | think.

MEMBER HAMMY:  Ckay.

MR BECK: So it was a construction of a line
that did not exist. So where the UNSE |ine had

connected at Nogal es Tap, the Wstern system the one

144

that's going to be rebuilt by Southline, we disconnected

it at Nogales Tap and built a new 138 line to go from
there to connect it to TEP's Vail substation.

MEMBER HAMMY:  Ckay.

MR BECK: And it was to overcone a limtation
that Western had on their systemthat TEP did not.

MEMBER HAMMAY: | just couldn't renenber. |
know that's amazing | couldn't renenber that, but...

MR. BECK: There are so many lines there it is
i nt eresting.

MEMBER HAMMY: | know. Yeah.

MR QUJY: Thanks, M. Beck.
BY MR QGUY:

Q Let's nove fromthe project generally to the
route selection process as shown on Slide 7. Could you
gi ve us an overview of the route selection process.

A (BY MR BECK) Ckay. So this is 10.2, the
suppl enental slides that were created to give a better
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idea of the issue that TEP or UNSE is |ooking at with
this project. And actually |I take that back. | amjust
| ooki ng at the wong slides.

Q W were still in your normal hearing
presentation, | think, and you can cover them both at
the sane tine because there is sone overlap, but | think
Slides 7 and 8 in your original presentation covered the
route sel ection process generally, and then 10.2 you get
into the specific issues.

A (BY MR BECK) You are right. | was on the
wong slide. So the environnental studies that we
conducted i ncluded biological, cultural resources
assessnent. We did a Cass IIl cultural resources
survey, Pima pi neappl e cactus survey, waters of the U S
anal ysis, and then UNSE actually perforned and | ooked at
| and uses plans and policies in the area, noise
concerns, conmmuni cations interference potential of the
proj ect upgrade, and any potential inpact on scenic
ar eas.

Q G ve us an overview of the specific routes you
| ooked at and how they vary, please.

A (BY MR BECK) Yeah. So we identified three
routes. You have heard a little bit about Alternative
Route 1. It is the west of WInot Road alignnment on the
north end. And it has been identified throughout the
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application as the applicant's preferred route. Route 2
was east of WIlnot Road, and it foll ows adjacent to the
exi sting alignnent, but is just offset fromthe line to
all ow for construction. And then Alternative Route 3
was i ntended to actually use the existing right-of-way
only, which would be very problematic from a
constructi on perspective, which I wll talk about nore

| ater.

We had open house neetings in June in Sahuarita
and -- June 21st in Sahuarita, June 22nd in Nogal es. W
did get sone public feedback, stronger support from
| andowners for the preferred route. Fromtheir
perspective it inproved their views, was a nore
effective | and use, and increased safety.

One of the | andowners actually offered access to
the right-of-way through their property as one of their
comments. And anot her | andowner supported the plan to
repl ace the existing poles and w res.

Cenerally the support for the preferred route
was to nove it away from where they have actually
encr oached upon our existing alignnent, and it would
nove the line further away fromtheir residences.

Q And are these the sane open houses and feedback
that Ms. Canal es tal ked about in her testinony?
A (BY MR BECK) Yes, they are. Kind of the
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intent was that the June 21st neeting woul d probably
nmeet nore of the needs of the residents in the Sahuarita
area, and the June 22nd woul d be nore targeted to the
Nogal es i nterconnection project, but both portions were
part of the presentations.

Q And now | think we are going to transition where
you were going before on the screens to your left, is
Exhi bit UNS-10. 2.

A (BY MR BECK) Yes. So to give alittle nore
specific on what the i ssues were with the vari ous
alignnents, can we bring up the second slide on the
ri ght-hand screen so we can have the map at the sane
tinme. It would be the sane slide presentation, but...

So the intent is on the nap on the | eft-hand
screen right now, Slide 1, we identified places where we
did cross-sections of the alignments. So | know this
isn't the easiest to read, but this is cross-section 1.
So this is up near the Nogales Tap. It is on the
northern end of the alignnent. You can see on the
left-hand side a little box there. It says
Alternative 1. So that's route Alternative No. 1, which
is the applicant's preferred route.

CHWN. CHENAL: M. Beck, could you use the | aser
pointer. | think that will help us.

MR. BECK: Absolutely, as long as | don't blind
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the court reporter.

So on the left side this is Alternate 1. On the
upper portion is an aerial view, show ng what the
100-foot right-of-way would | ook Iike, and we woul d have
50 feet on either side of that. W would be centered in
on new constructi on.

Down bel ow that is just show ng a cross-section
view. You can see 50 feet on either side to the end of
ri ght-of-way and the pole line down the center. W are
showi ng the circuit for this project to be on the
easterly side of those poles. Down the center of that
slide is Wlnot, the WIlnot Road alignnent. 1In the
upper portion on the aerial view you can see what the
pavenent | ooks |ike.

We have got Alternative No. 3, which is the
exi sting alignnent. And then here on the northern
portion, north of Andrada Road, our Alternative 2 is on
the eastern side of the existing alignnment, the reason
bei ng there was not roomto construct the replacenent
line in between the existing line and the road
ri ght-of-way w thout encroaching on the edge of the
pavenent. And you can see here it varies. | think
that's four feet at the worst case on the north end.

Go to the next slide.

So --
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CHWN. CHENAL: Excuse ne, M. Beck. Let ne just
ask a question.

The el ephant in the roomis Alternative No. 1,

t he objection of the State Land Departnent through which
you nmust have, | assune, the perm ssion to use the
right-of-way through State Land Departnent | and. Maybe
| am assum ng sonething | shouldn't. But if -- | nean,
how viable is Alternative No. 1 if the State Land
Departnment is saying it is not going to happen.

MR. BECK: Qur position is that we are not going
to propose Alternate 1 as our preferred route going
forward. And | hadn't got there yet, but it is a valid
poi nt.

CHW. CHENAL: | wll let you get there.

MR BECK: | amstill going to |lay out why
Alternate 1 is our preferred route, but --

CHWN. CHENAL: And then take it away.

MR. BECK: Basically, yes.

CHWN. CHENAL: Ckay.

MR. BECK: So you can see here north of Andrada
Road we are getting back to where we have sone room
bet ween pavenent, the road alignnent, and the existing
line. So you will see that we stay on the east side of
our existing line with Alternate 2 up to Andrada Road,
which is right there on the slide. It is roughly
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hal fway down the segnent that's of concern to State
Land.

W are getting enough roomthat we can actually
nove back to the other side and be between the existing
and t he pavenent, future pavenent, and be okay with
that. And that takes us away or gets a little bit
further away fromthe properties devel oped to the east.
So that's why we are proposing to cross over Andrada.

Go to the next slide.

So this is just south of Andrada Road agai n,
Alternate 1 on the left, we don't need to spend much
time on that one; the WInot Road alignnment. And now we
have got nore roomto actually put Alternate 2 between
W Il not Road and our existing line. And so that woul d be
our intent there. W are nmintaining a 25-foot
cl earance between the conductors on each structure to
all ow for construction.

If you go to the next slide, now, this is as we
get down on this diagonal portion across the Santa Rita
experimental range. Again, we are maintaining cl earance
for construction, we will offset fromthe existing |line,
and then ultinmately offset -- redo the right-of-way
agreenent with State Land and others to reflect the
100 foot centered on the new alignnent.

And | think we have heard from State Land t hat
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they don't have | arge objections to that. They w ||
work with us on adjusting the rights-of-way as |ong as
we are on the existing alignnent.

Next sli de.

This is just southwest of the Santa Rita
experinmental range, so it is right down in this
vicinity. Again, Alternate 1 and Alternate 2 basically
becone one and the sane. And we are maintaining a
25-f oot cl earance, no real issues there.

One nore slide. As we get down to Mount Hopkins
Road, there is a 46kV line that is already on the west
side of our existing line. And so right at Mount
Hopki ns we are proposing crossing back over the existing
al i gnnent and being on the east side of that alignnment
down to Kantor substation for that distance. That's to
avoid the 46kV line, give us sufficient clearance for
construction purposes, and ultimately we will be
renoving the existing lines so there will be no conflict
long termw th that.

BY MR QGUY:

Q I think the next slide we are in the process of
pulling up is your sumuary slide, which you nay or nay
not want to cover, but that's the next one that we w ||
get up there.

A (BY MR BECK) Ckay. So in sumuary, these are
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t he advant ages and the reasons that we identified our
Route 1 as our preferred route. Froma safety and
reliability perspective, it took it away fromthe
existing line for construction. Road wi dening in Pina
County limts our ability to reconstruct the |ine west
wth the concerns, which is the point | was nmaking with
the cross-sections. Devel opnent east of WI npot Road and
south of Sahuarita will cause nore encroachnment if we

rel ocate the line farther to the east than the existing

i ne.

We anticipate that in the future Pinma County
wll widen WInot Road further to the south in the
future. And when we do the Google flyover, you will see

alittle bit nore of the encroachnent and probably get a
better feel for these issues.

We al so see continued devel opnent in this area.
To a | arge degree the devel opnent, at |east on the north
end, is to the east of WInot. As we have heard State
Land, they anticipate future devel opnent on the west
side, which would have its own encroachnent i ssues.

So the summary is, yes, our preferred route for
all of these reasons was Alternative Route 1. And there
is also the cost issue, that it will cost, we are
estimating at this point, about $2 mllion nore to go to
the east, stay on the existing side of WI not Road on
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that north portion. But after discussions wth State
Land and their position that they wll not give us a
right-of-way, it kind of takes Alternate 1 off the
table, and we are perfectly willing and happy to build
Alternative 2 and use that as the alignnent.

Alternative 2 fromthe diagonal north, they are one and
the sane to the south, so it really doesn't matter. But
to the north portion where State Land has raised their
concerns, we are fully prepared to do that.

One of the issues we did run into with State
Land was t hat when we made application for our
right-of-way, State Land basically did not act on that
application and they held it until such tine as we fil ed
our application for the CEC, which just del ayed
getting -- having the discussion with State Land because
they really weren't willing to talk to us until they
were | ooking at the application.

So that's why we got in front of the Committee
wth an application that shows a preferred route that is
not supported by State Land. So we need to work in the
future on the tim ng and how we can work through that
wth State Land. But | think we have reached a point
where it is workable in this case.

CHWN. CHENAL: Very good.

BY MR QGUY:
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Q And M. Beck, | think you said this, but even
wth Alternative 1 off the table, 2 and 3 are both
constructible, they are able to be constructed, safely
constructed, they would serve the purpose and need
intended for the project, and there are just slight cost
di ff erences?

A (BY MR BECK) Alternative 2 is -- either one
can be built. Alternative 2 is slightly nore costly
than Alternative 1. Alternative 3 will be considerably
nore costly just because it would be exactly adjacent to
an energi zed |line, which would cause a | ot of outage
i ssues with our system and/or we would have to build
tenporary reroutes of the |ine.

And State Land has indicated, you know, they are
open to a tenporary use of west of WIlnot for that type
of construction. But to sone degree it effectively
doubl es the cost of the project by doing that, not
quite, but it gets quite a bit higher. But
Alternative 2 is definitely workable. And we can do
either 2 or 3. There just is a big cost to Alternate 3.

CHWN. CHENAL: Menber Wodall.

MEMBER WOCDALL: M. Jacobs, is it possible that
your witness could explain the timng issue here?
Because ny experience in the past has been that
arrangenents with State Land have been worked out far in
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advance of the filing of the application. So it wll be
hel pful for nme to understand, if there is a change in
policy, if you could have your w tness address that.

MR JACOBS: Ckay. | will do that.

MEMBER WOODALL: Thank you very nuch, sir.

BY MR QUY:
Q M. Beck, the slide that's on the screen now,
20, you have touched on the cost conparison. |Is this

the slide that you nade changes to at the begi nning of

your testinony?

A (BY MR BECK) Correct. Alternate Route 2, that
shoul d be approximately 30.8 mllion versus 28.8, so
approximately 2 mllion nore.

MR Q@JY: Chairman, we are just, for timng, we
are about hal fway through M. Beck's testinony, and we
are about to transition into a new subject. So we can
conti nue going or --

CHWN. CHENAL: No, | appreciate that. | think
we are at a good point to call it for the evening and
resune tonorr ow.

Let's see. So we will have the tour tonorrow.
Busi ness casual clothing, if the attorneys have such a
thing. | knowit is difficult to break bad habits. Onh,
let's gather here in the roomjust so that we don't | ose
people, and then we wll put sonething short on the
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record.

Just to rem nd people, if they haven't done one
of these tours, we keep questioning to a m ni num because
it is very difficult for the court reporter, because we
do take testinony in the field. So we try to limt our
questions to just the nost basic, what we are | ooking
at, why it is inportant to look at it fromthe point of
view of the application. But hold the substantive
questi ons, and when we cone back we will allow you to
ask what ever questions you want of that.

We have our hearing tonight, or public coment
session, at 6:00.

Is there anything el se we shoul d di scuss before
we adjourn for the evening?

MEMBER HAENI CHEN: M. Chairman, | am just
concerned about the security of these thousands of
dollars worth of i Pads overnight. Wat is going to
happen here?

CHWN. CHENAL: Yes, very good.

MR QJY: The roomis |ocked and the applicants
have a key to it. So we ensure it is |ocked.

MEMBER HAENI CHEN: Ckay. W are going to have
no responsibilities for that?

MR, @QJY: That's correct. You may | eave the
i Pad and ot her supplies in the room

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 157

CHWN. CHENAL: | heard the applicants' attorney
just avow that the risk of loss is on them

MEMBER HAENI CHEN: Unless it is only m ne that
i's m ssing.

CHWN. CHENAL: Good. Okay. Let's adjourn for

the evening. Thanks everyone. | appreciate everybody
going further. | think we are on schedul e.
W will resune tonorrow at 9:00 a. m

(The hearing recessed from5:34 p.m to

6:09 p.m)
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(The eveni ng public coment sessi on commenced
wth Commttee nenbers present and the Applicants.)

(TIME NOTED: 6:09 p.m)

CHWN. CHENAL: Good eveni ng, everyone. If 1
coul d ask everyone to kind of take your seat and we w ||
start with the eveni ng heari ng.

This is the tinme set for the hearing where we
w |l take public comment on the application, the Nogal es
proj ect interconnect project.

I's there anyone here who would like to speak for
public coorment? It seens |like there is a young woman
who wants to cone up and speak.

MS. CAMPANA:  To this m ke?

CHWN. CHENAL: Yes, that's fine, ma'am Cone up
and gi ve your nane. And we are interested in what you
have to say.

MS. CAMPANA: (Good evening. M nane is Kathy
Canpana. | amsorry. | have a cold.

CHWN. CHENAL: That's fi ne.

M5. CAMPANA:  And nostly ny concern is that the
current ratepayers should not fund this upgrade because
this is not really going to benefit us. W had an
upgrade a coupl e of years ago when they put in the
nonopol es. And that should be sufficient for our area.
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| think that Uni Source or TEP should go ahead and fund
this out of their own reserves, and they will coll ect
t he noney then from Mexico fromwhat they are selling.
But | don't think it should be on the backs of the
r at epayers.

CHWN. CHENAL: GCkay. Thank you, Ms. Canpana.
You know, we won't, we can't really get into an extended
conversati on about the topic, but | can assure you that
wll be sonething that we will be asking questions of

the applicant and their wi tnesses. So thank you for

t hat .

I's there anyone el se?

Pl ease state your nane, sir.

MR. HECHT: M nanme is Kevin Hecht. W spoke on
t he phone.

CHWN. CHENAL: Yes. Yes, sir.

MR, HECHT: At the pre -- if you can excuse ny
attire.

CHWN. CHENAL: Yes, no problem

MR. HECHT: | just want to nake sure everything
was i ncluded in the EA portion, which | believe it was,
wth the -- fromthe DOE, with all the itens | addressed
on the tel ephone. | was assured by Uni Source and the
ot her vendor it was. But that includes where we cross
t he border and al ong the Custons and Border Patrol
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property.
So, as far as | know, it is all included. |

just wanted to show up and nake sure that that statenent

was still there fromthe initial neeting. And | did
recei ve copi es of docunents. So fromwhat | know, it is
still there.

CHWN. CHENAL: GCkay. M. Hecht, yeah, |
remenber you appeared. And | renenber we had
conversati ons about what you would like to see. And I
remenber there were di scussions where, you know, the
applicant said that they woul d accommpdat e t hose
requests. Wat | don't renenber or can't say i s what
specifically those were.

I think, you know, it would behoove you to nake
sure before this hearing is concluded that those itens
are covered. Now, | renenber certainly that those were
itens that, you know, we did tal k about at the hearing.
| mean you didn't intervene in the case, but | think, if
you woul d, confer and nmake sure and cone back and just,
as public comment, just tell us that you are satisfied
that the conditions are net. O maybe M. Beck can
confirmthat.

MR, HECHT: He talked to me on the phone since
then. So I wll let himgo ahead.

MR. BECK: M. Chairnan, just for the record,
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the issues that were raised were raised in a letter from
the border patrol to DCE. W have a copy. W have
addressed each of those. W sent comments back to DOE
to include in their EA process. And we will touch on
themin our testinony here in the -- wthin the case.

CHWN. CHENAL: Ckay. So you will touch on them
based on the matters that were raised.

M. Hecht, you still need to confirmthat you
are satisfied that the manner in which they wll be
addressed are satisfactory to you. O | would suggest
you cone back and, you know, address as public
comrent - -

MR. HECHT: We went item zed through them So
there are the two issues. There is the issue of the
border crossing and there is the issue along the
property line. So we have two different | ocations.

The Departnent of Energy governs the
Presidential Permt and the crossing of the border. So
they are going to handl e hei ght of poles and distance
fromfence and all that wonderful stuff over there.

At the office |I have been dealing with them
directly on groundi ng, dissipation of lightening strikes
and all that, itens that cone into play. So we are
addressing those itemby itemas they cone up. So we
had sone studies | ooked at with sone veterinarians on
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the effects with the horses being that close to the
power lines. And we didn't find any significant inpacts
just based on the distances.

But we did have concerns with the helicopter
approach with the towers being put in play with that
because we do have a helicopter |anding pad, and the
hei ghts of the towers, and also the di stance from sone
of our radio towers. W didn't have any frequency
interference. W disclosed that and found out we didn't
have any issues with that.

One of the issues we did have concerns wth,
once it is turned on, to be able to have them check wth
us and nmake sure we aren't having i ssues, because there
m ght be unknowns or unforeseens that we don't know
about .

CHWN. CHENAL: Okay. Again, | just want to be
crystal clear here. You seemto have, you on behalf of
Custons and Border Patrol, have certain specific itens
in mnd that you would like to see included and deal t
wWwth in this process. And what | amsaying is, is we

are not as famliar and fluent with those concerns as

you are. And | grant you we did have a -- we discussed
it in not a great anount of detail at a prefiling
conference, but | just don't want to, | don't want to

| eave you with the inpression that, because you raised a
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few issues in a prefiling conference, that this

Conmttee is going to nake sure that's all taken care

of .

MR. HECHT: Under st ood.

CHWN. CHENAL: | nean we are receptive -- just a
nmonent, Menber Wodall. W are receptive to the
concerns you have, but | just don't want -- you need to

ki nd of hel p gui de us.

MR. HECHT: Under st ood.

CHWN. CHENAL: Nornally you do that by
intervention. But we can make sone allowance if you
address them as public coment.

I think the burden should be on you to make sure
these itens are covered, not us. | just want to nake
sure. | know the applicant will work with you |I know
after the hearing is over, you know, have you cone back
and say, well, this one item --

(Cell phone rings.)

MR. HECHT: Excuse ne. | amgoing to shut it
up.

CHWN. CHENAL: ~-- this one itemwasn't covered
and | thought it was going to be covered. And |I am
saying that, | amgoing to say back to you, renenber
when we spoke at the public hearing, | said that needs
to be on you.
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MR. HECHT: Yes. | knowit is included in the
EA dockets through the Departnent of Energy and letters
have gone back and forth. It was all included in the EA
docunent by Departnment of Energy and was subnmitted to
them So they included everything on our behalf. So
that's where it was submtted through the process.

MEMBER WOODALL: So what you are telling us is
it isinthe record. 1Is that correct, M. CGuy and
M. Beck?

MR. BECK: Menber Wodall.

MEMBER WOODALL: If it is in EA?

MR. BECK: | think what we woul d probably do, we
woul d nmake sure that we file the letter that was sent to
DOE. W will address each of those questions. Prior to
that we will share it with M. Hecht just to take a | ook
at it and be sure it covers all of his issues. W have
had extensive conversations, shared sone e-mails. But
we wll just put it all in one place and nake sure and
satisfy --

MEMBER WOODALL: And then it wll be in the
record, and -- then it will be in the record, and then
what you can do, sir, if you want to, you can file
sonet hing with Docket Control and say you are concerned
about these issues. And M. Beck will have put
sonething in the record on them And you can say: And
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| would hope, respectfully request that you woul d
condition -- because the Comm ssion has to approve what
we do -- that you would condition issuance of this CEC
upon doing the follow ng five things.

And it won't be outside of the evidence,
evidentiary record, because M. Beck is going to get it
in, and it 1s referenced, sone of your conmments are
referenced in the EA. But it wouldn't hurt you to
follow up with a letter to the Conm ssion, because they
have to approve what we do. And then you coul d say,
okay, | understand this was tal ked about and that was
tal ked about, here are ny letters, and I am hopeful that
you will not issue a CECunless A B, C D E F, G

MR. HECHT: GOkay. Under st ood.

CHWN. CHENAL: Well, to be clear, we issue the

MEMBER WOCDALL: Well, yes, excuse ne.

CHW. CHENAL: Right. So when | say to nake
sure that these itens are taken care of in this
proceedi ng, | should have been nore clear. It is so
t hat we have conditions that nake sure those itens are
covered. And | don't think the applicant will have a
problemwith that. But we just have to know what these
are to make sure we have the proper conditions.

MR. HECHT: GOkay. Under st ood.
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CHWN. CHENAL: And then the Corporation
Conmi ssion, yeah, will approve it or nodify it as they
deemfit.

MEMBER WOODALL: | personally have confidence
that M. Beck is going to be thorough and detail ed and
accurately reflect your concerns.

MR. HECHT: | don't doubt that for a m nute
after discussing it with him

That's all | have. Thank you.

CHWN. CHENAL: Any, is there anyone el se that
has any comrents for the public conment session?

(No response.)

CHWN. CHENAL: GCkay. Then we w |l adjourn the
public coment session, and we will resune here tonorrow
norni ng at 9:00 a. m

I's there anything el se we should di scuss before
we adjourn for the evening?

(No response.)

CHWN. CHENAL: All right. Business casual
tonorrow. Thank you.

(An off-the-record di scussion ensued.)

CHWN. CHENAL: Can we stay back on the record
just a nmoment, folks. W wll have --

Is it 1: 00 checkout?

So M. @Quy has confirmed with the hotel we can

COASH & COASH, | NC. 602- 258- 1440
www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

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

LS CASE NO. 176 VOL | 09/05/2017 167

have a 1. 00 p.m checkout tonorrow. So, you know,
either before lunch or during the |unch hour we can
bring our stuff down here or in our cars and then we
w || have that extended.

MR QJY: And if it is inconvenient, we wll
make arrangenents to have an even | ater checkout, but

that's what the hotel has approved, 1:00 w thout having

to pay --
CHWN. CHENAL: Al right. Thanks, everybody.
(The hearing recessed at 6:19 p.m)
COASH & COASH, | NC. 602- 258- 1440

www. coashandcoash. com Phoeni x, AZ



© 00 ~N oo o b~ w N P

N e
w N R O

15
16
17
18
19
20
21
22
23
24
25

LS CASE NO. 176 VOL | 09/05/2017 168

STATE OF ARI ZONA
COUNTY OF MARI COPA )

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

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

| CERTIFY that | have conplied with the
ethical obligations set forth in ACIA 7-206(F)(3) and
ACJA 7-206 (J)(1)(g)(1) and (2). Dated at Phoeni x,
Ari zona, this 11th day of Septenber, 2017.

COLETTE E. RGSS
Certified Reporter
Certificate No. 50658

CERTI FY t hat Coash & Coash, Inc., has conplied

n
t hical obligations set forth in ACIA 7-206

I
wth the e
(J3)(1)(9) (1) through (6).
COASH & COASH, | NC
Regi stered Reporting Firm
Ari zona RRF No. R1036
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