ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — Second Regular Session

COMMITTEE ON ENERGY, ENVIRONMENT
AND NATURAL RESOURCES

Minutes of Special Meeting

Friday, September 12, 2014
Eastern Arizona College - Lee Little Theater, Thatcher, AZ -- 2:00 p.m.

Chairman Pratt called the meeting to order at 2:13 p.m.

M ember s Present
Mr. Pratt, Chairman
M ember s Absent
Mr. Hale Mr. Shope Mr. Thorpe
Mr. Orr Mr. Saldate Ms. Fann, Vice-Chairman

Ms. Pesnlakai

Chairman Pratt acknowledged that the Committee does not have a quorum but will be held for
informational purposes. He welcomed Senator Gail Griffin and Mgjority Leader David Gowan.

OPENING REMARKS

Mark S. Bryce, President, Eastern Arizona Community College, provided opening remarks.

PRESENTATION

Beth Hager, Director of Public Affairs, Arizona Department of Environmental Quality (ADEQ),
via audiovisual, gave a presentation on the Environmental Protection Agency's (EPA) proposed
Clean Power Plan to reduce carbon dioxide (CO2). She advised that on June 2, 2014, EPA
announced the new proposed rule that require states to develop plans to reduce CO2. She said
that the nationwide goal is to reduce CO2 emissions 30 percent below 2005 emission levels.
Ms. Hager related that EPA's proposed rule is focused on eliminating fossil fuel power facilities
and the reliance on fossil fuels such as coal. The proposed plan significantly impacts Arizona
compared to other states. Arizona has the second highest goal in the country: 52 percent
reduction goal, excluding the Navajo Generating Station (NGS). Ms. Hager explained that NGS
is located on tribal lands and that EPA will develop a plan for the Tribal Nations. She reviewed
the following EPA "building blocks" to reduce CO2 levels:

e Increase efficiency of existing fossil fuel power plants through equipment upgrades and
process improvements
e Expand use of low-emitting power sources such as natural gas
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e Usemore zero- and low-emitting power sources such as solar, wind and nuclear power
e Increase energy efficiency and reduce energy demand

Ms. Hager referenced the requirement to expand the use of natural gas. She said that EPA's goal
will increase the natural gas usage to 70 percent nationwide. EPA based Arizonas natural gas
consumption on an average annual basis but, due to the state's extreme weather conditions, the
state's full natural gas capacity could not supply enough electricity in the summer months to
operate air conditioners, which creates a public health issue. ADEQ is currently working with
EPA on addressing the unique considerations particular to Arizona before the rule is finalized on
June 2, 2015. She suggested that EPA consider using weekly or monthly energy demand
statistics for Arizona instead of annual demands. Ms. Hager pointed out that Arizona is
exceeding other states in the use of low-emitting power sources.

Ms. Hager advised that the states have until June 2016 to submit implementation plans with
possible EPA extensions for legidative approvals and multi-state approaches. The timeline is
incredibly aggressive and contains the following deadlines:

Public comment period ends — October 16, 2014

Publish fina rule — June 2, 2015

State'sinitial plans are due — June 30, 2016

EPA extension for legidative approvalsif necessary — June 30, 2017
EPA extension for multi-state plans — June 30, 2018

Ms. Hager related that if states do not meet the initial plan limit of June 30, 2016, EPA will take
over the planning process, eliminating stakeholders' input. She opined that ADEQ and the
Legidature are better equipped to develop the state's approach than the federal government.

Ms. Hager stated that ADEQ is focused on changing the state goals and numbers, which are not
feasible for Arizona, established by EPA's proposed draft rule. Currently, ADEQ is working
with utility companies and other stakeholders to obtain and submit comments to promote
changes to the plan. On a weekly basis, ADEQ is in contact with EPA to provide feedback and
discuss concerns. She pointed out that the demand for energy continues to grow as the state
population increases. Additiona information on the EPA's Clean Power Plan can be found at
www.azdeg.gov.

John LeSueur, Assistant Director, Utilities Division, Arizona Corporation Commission (ACQC),
provided an Energy Mix Chart comparing western states CO2 emissions and electricity
generation (Attachment 1). He said that Arizona's required reduction is punitive compared to
neighboring states that use a higher percentage of coal for power but have smaller required
emission reductions. In 2012, Arizona utilized coal for 36.2 percent of its electric power
compared to 68.2 percent for New Mexico, 65.7 percent for Colorado and 78.2 percent for Utah;
however, Arizona s emissions reduction goal for 2030 is 51.7 percent, compared with 34 percent
for New Mexico, 35.4 percent for Colorado and 27.1 percent for Utah. EPA's proposed plan
significantly impacts the state and raises national security concerns. Mr. LeSueur explained that
Arizona's power transmission system is designed to bring coal generation power from the eastern
portion of the state and nuclear and natural gas power from the western portion of the state to
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meet power needs. He said that the current infrastructure will not be sufficient for energy
transmission in the western portion of the state to transport power throughout the entire state.
Mr. LeSeuer reminded Members that there is only one main natural gas pipeline; if anything
happens to the pipeline it would cripple energy generation. He urged the Committee to submit
reasonable solutions to the EPA that are feasible in Arizona.

Galil Griffin, Arizona State Senator, commented on the importance of obtaining public input on
EPA's proposed Clean Power Plan.

Majority Leader David Gowan, Arizona House of Representatives, commented on the vast
differences with EPA's proposed plans for the states and stressed concern with solely relying on
natural gas facilities to replace coal-fired plants.

PUBLIC TESTIMONY

Mark S. Bryce, representing self, stated apprehension with the scientific basis used in EPA's
Clean Power Plan. He said that the proposed plan is oppressive. The plan will cause an undue
hardship on the elderly and individuals living below the federal poverty level by causing power
bills to skyrocket in Gila Valley and beyond. Arizona is not responsible for creating the
pollution and should not have to resolve the problem caused by other states. Mr. Bryce opined
that Arizonas unfair emission reduction rates are due to political retribution for not agreeing
with the federal government in the past. He encouraged Members to send the EPA a message of
contempt for its proposal.

Phillip Bashaw, Director of Government Relations, Grand Canyon State Electric Cooperative
Association, Inc., provided background on the predominately rural, consumer-owned nonprofit
cooperative. He explained that cooperatives have one source of revenue: the consumer. EPA’s
proposed rule and accelerated timeline will have severe negative consequences in rural Arizona.
Mr. Bashaw compared Arizona's 52 percent emission reduction goal to other state goals and said
that the proposed rule has created significant inequities. He said that 25 states emit higher levels
of CO2 than Arizona; however, EPA's proposed rule calls for a much lower percent of reduction
for these states. Mr. Bashaw stated that EPA's proposed rule puts Arizona at an economic
disadvantage and future energy costs will hinder the state's ability to attract new manufacturing
facilities. Herelated that at one time, U.S. policy stated that natural gas should not be used in the
generation of electricity. That policy drove the electric power industry into using coal generation
which the EPA now wants to eliminate. Mr. Bashaw stressed the importance of finding
achievable, reasonable solutions for the state's energy needs.

Bob Rivera, Mayor, Town of Thatcher, reiterated that the proposal will cause an undue hardship
on residents in the Gila Valley and the state.

Chris Gibbs, Mayor, City of Safford, submitted his comments and stated concern for the impact
EPA's Clean Power Plan will have on the state and rural areas (Attachment 2).

Jeffrey "Kirk" Gray, C.P.A., Finance Manager, Graham County Electric Cooperative, Inc.,
related the cause and effect of electric bill delinquencies and how EPA's Clean Power Plan will
dramatically change electric cooperative's ability to be reliable and affordable.
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Buchanan Davis, Regiona Representative for Congressman Jeff Flake, stated appreciation for
the Committee's efforts.

Reuben McBride, Member, Board of Directors, Graham County Electric Cooperative, Inc.,
submitted written remarks and explained that the federal Powerplant and Industrial Fuel Use Act
of 1978 forbade the cooperative to build a generating plant based on natural gas (Attachment 3).
He said that the only alternative was to use coal. EPA's proposed rule will force the shutdown of
coal-based generation plants decades before they should be, causing a significant financial loss
which may be detrimental to electric cooperatives and its members.

Johnnie Frie, Duncan Valley Electric Cooperative (DVEC), provided written remarks and
reiterated concerns with the impact EPA's proposed Clean Power Plan will have on rura
communities served by electric cooperatives (Attachment 4). He said that 35 percent of
consumers in the DVEC live in households that earn less than $25,000 annually and 70 percent
rely on retirement or social security to make ends meet. Rura areas will suffer significant
economic consequences if the proposed rules are implemented as introduced.

Hal Herbert, Executive Secretary, Southeastern Arizona Clean and Beautiful, spoke in favor of
EPA's proposed Clean Power Plan and said that emission reduction is a public health issue. He
stated that Arizona needs to get with the program or suffer the consequences of having the
federal government implement the changes without the state's input.

Bill Brandau, representing self, spoke in opposition to EPA's proposed Clean Power Plan and
stated appreciation for the Committee's efforts.

Drew John, Supervisor, Graham County Board of Supervisors, spoke in opposition to EPA's
proposed Clean Power Plan and reiterated the significant consequences the plan will have on the
state.

The names of those who signed up in opposition to EPA's proposed Clean Power Plan but did
not speak:
Glenda M. Orr, representing self (Attachment 5)

Chairman Pratt announced that the next meeting will be held in Benson, Arizona on
September 17, 2014 at 1:00 p.m.

Without objection, the meeting adjourned at 3:42 p.m.

Abby Selvey, Committee Secretary
October 7, 2014

(Origina minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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