


l. EXECUTIVE SUMMARY

Extreme cold temperatures and snow in Arkansas and surrounding states during a February 2021
winter weather event disrupted fuel supply, primarily natural gas, for electricity generation and
heating. Furthermore, some electric generating units underperformed during the event, and
transmission constraints resulted in stranded capacity. At the same time fuel supply and
transmission were constrained, electric and gas utilities experienced unprecedented winter
demand in the region. In some cases, the demand exceeded summer peaks.

Despite the challenges experienced during the February 2021 winter weather event, coordination
among the utilities, state departments and agencies, and multiple regional transmission
organizations (“RTOs”) ensured that Arkansas fared well during the storm with only limited,
short-duration outages during the storm. Arkansas benefited from utility participation in RTOs
that were able to draw energy from a wide geographic region with a diverse portfolio of
electricity generating assets. The state also benefitted from the existence and availability of
interruptible tariffs for large electric customers who voluntarily accept curtailment to reduce the
load on the electricity grid in exchange for discounted electricity rates. Where natural gas supply
was constrained, human needs were prioritized to ensure that Arkansans stayed warm.
Communication of the need to conserve energy was broadcast widely across the state and
Arkansans stepped up to meet the need.

Although Arkansas demonstrated that it is well-prepared for events like the February 2021
winter weather event, lessons learned during the storm provide the state with the opportunity to
examine what processes worked well and what can be improved upon to ensure reliability during
extreme events. To review and analyze lessons learned and develop recommendations, Governor
Asa Hutchinson created the Energy Resource Planning Task Force (“Task Force”).

After reviewing testimony from regulators, fuel suppliers and transporters, utilities, and energy
users, the Task Force has identified potential opportunities for improved communication in
advance of and during energy disruptive events and potential opportunities for improving the
reliability of energy infrastructure. If outages are necessary to ensure the reliability of the
electricity grid or curtailment is necessary due to limited fuel supply or weather-related electric
outages, the Task Force recommends prioritizing energy so as to preserve human life, health, and
safety and, to the extent possible, to businesses and industry that would otherwise incur damage
to equipment or experience severe economic harm. The lessons learned and Task Force
recommendations are discussed in more detail within this report.
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lll. INTRODUCTION

On March 3, 2021, Governor Asa Hutchinson issued EO 21-05, creating the Task Force to
review lessons learned from the February 2021 winter storms by hearing testimony from a list of
identified public and private sector leaders and any other citizen as the Task Force deems
necessary; provide recommendations to the Governor for actions needed to ensure adequate
supply of critical energy sources during extreme events; and develop priorities for allocation of
limited energy resources should supply shortages due to emergency situations necessitate action
to preserve life, health, and safety. Becky Keogh, Secretary of E&E; Lawrence Bengal, Director
of the Arkansas O&GC; Kevin Pfalser, Director of the Arkansas LP-Gas Board; and Mike
Preston, Secretary of Commerce, served as members of the Task Force. Secretary Keogh served
as the Task Force Chair. Attached and marked for identification purposes as “Appendix A” is the
full text of EO 21-05.

The Task Force conducted three meetings between March 10, 2021, through May 12, 2021, to
discuss the entities from which the Task Force should request testimony, the schedule and format
of Task Force meetings and hearings, and pre-hearing testimony questions. On April 9, 2021, the
Task Force submitted pre-hearing questionnaires to interested parties and requested that each
entity respond by April 30, 2021. Between May 27, 2021, and June 2, 2021, the Task Force held
three hearings to provide responsive parties the opportunity to discuss lessons learned from the
February winter storms, and to allow the Task Force members to ask questions regarding the
responsive party’s pre-filed written testimony and any oral testimony provided at the hearing.
Attached and marked for identification purposes as “Appendix B” are Task Force Meeting and
Hearing Materials.

This report presents the findings and recommendations of the Task Force after reviewing the
testimony gathered through pre-hearing questions and hearings, and all documentation submitted
to the Task Force in association with this testimony.

A copy of this report was delivered to each entity named in Section V.
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IV. REVIEW OF LESSONS LEARNED
DURING THE FEBRUARY 2021
WINTER WEATHER EVENT

Pursuant to EO 21-05, Governor Asa Hutchinson’s first directive to the Task Force was to
review the lessons learned from the February winter storms, including lessons from surrounding
states and information gathered by hearing testimony from the following:

e The Chair of PSC, or his or her designee;

e A representative of MISO;

e A representative of SPP;

e A representative of Entergy;

e A representative of AECC;

e A representative of SWEPCO;

e A representative of OG&E;

e A representative of Empire;

e A representative of AMPA;

e A representative of CenterPoint;

e A representative of AOGC;

e A representative of Black Hills;

e A representative of AEEC;

o A representative of the Arkansas State Chamber of Commerce;'
e The Executive Director of AEF, or his or her designee;

e The President of AIPRO association, or his or her designee;

e Additional citizens, as the Task Force deems necessary, with knowledge and expertise in
energy and environmental matters; and

e Additional citizens, as the Task Force deems necessary
The Task Force received written and/or oral testimony from the following entities:

1. Chairman Ted Thomas of PSC — Oral and Written
2. Attorney General’s Office — Oral and Written

3. MISO - Oral and Written

4. SPP — Oral and Written

! Arkansas State Chamber of Commerce was sent a request to provide testimony to the Task Force, but the entity did
not provide written or oral testimony to the Task Force.
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AEF — Oral and Written

AEEC and AGC — Oral and Written
AF&PC — Oral and Written
Quattlebaum — Oral and Written
Black Hills — Oral and Written

. CenterPoint — Oral and Written

. AIPRO - Oral

. AMPA — Oral and Written

. Empire — Oral and Written

. OG&E — Oral and Written

. SWEPCO - Oral and Written

. AECC — Oral and Written

. Entergy — Oral and Written

. EPN and Jackson Walker Law Firm — Oral and Written
. PPGMR - Oral and Written

. Ozark Mountain Petroleum, Inc. — Oral and Written

. Craft Propane Inc. — Oral and Written

. NGL Supply Wholesale — Oral and Written

. APGA and Island Energy — Oral and Written

. Enable Midstream - Oral

. Summit Utilities - Oral

. AOGC

. CHS, Inc. — Oral and Written

. Enterprise Products Partners LP - Written

29.

AGA - Written

Attached and marked for identification purposes as “Appendix C” are the written responses
received by the Task Force to pre-hearing testimony questions and supporting documents
provided to the Task Force.

A.

Communication

1. Notification of Potential for Curtailments

Across the board, electric and gas utilities engaged in extensive outreach efforts to notify
their customers of the potential for curtailments and the need to conserve energy during
the February 2021 winter weather event. Local utility companies employed a variety of
communication strategies, including: media notices, press releases, social media, text
messaging, email, and webpage updates. Nevertheless, a few natural gas customers
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reported that they were unaware that they were being curtailed until a technician showed
up to turn off their gas. In other cases, customers received notices that their home or
business was part of a circuit selected for curtailment after the outages had already begun.
In their testimony to the Task Force, utility company representatives provided lessons
learned on how they could potentially improve their process for notifying customers of
curtailment based on the challenges experienced during the February 2021 winter
weather event.

One challenge to the notification process identified by representatives from CenterPoint
and AOGC during the February 2021 winter weather event was contacting the right
person within large industrial organizations. This challenge presents an opportunity to be
better prepared in the future by updating contact information more frequently. In
addition, CenterPoint representatives suggested that increasing the number of staff to
make phone calls would help improve the notification process if a future energy
emergency arises.

Another challenge identified by Entergy representatives was the short-time frame
between being informed by the RTO about the directive to initiate curtailments and when
the first curtailment commenced. This short time frame made it difficult for utility
companies to provide advance notice to individual customers that their power would be
curtailed. Entergy representatives stated that the Company has taken steps to enable it to
be better able to direct communication about which customers are next to experience
outages if they were to identify and maintain a contact list for the customers served on
each of their circuits. Additionally, Entergy representatives noted that it may continue to
be difficult to notify customers on the first circuits curtailed during a coordinated outage
directed by an RTO but that it would be possible to provide advance notice to customers
on the subsequent circuits that would be curtailed in those events.

2. Notification of Shifts in Pricing

Some energy consumers and municipal utilities were unaware and surprised by high
energy bills after the February 2021 winter weather event. Multiple energy consumer
representatives indicated that they had no real-time indication of prices. If there had been
a system in place to notify them when energy prices exceeded a specified threshold, they
testified that they may have chosen to curtail operations voluntarily instead of continuing
to operate.

This challenge presents an opportunity for energy consumers and their suppliers to add
additional language to their private service contracts to implement a system that would
provide for real-time price signaling to consumers. Various presenters noted that both
MISO and SPP provide timely information on the wholesale prices of electricity on their
web pages. Additionally, presenters noted that the market prices for natural gas are also
publicly available. Electric and natural gas utilities file their energy cost rates with PSC,
and those rate schedules are available on PSC web page. Municipal electric utilities that
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purchase wholesale electric capacity and energy may want to discuss opportunities to
obtain price information from their wholesale providers.

Availability of Special Needs Affidavits

Prior to the February 2021 winter weather event, some natural gas consumers were
unaware of the need to file a human-needs affidavit certifying that they have a facility
with human-needs usage requirements. Examples of human-needs customers include
hospitals, housing, greenhouses, poultry farms, and schools (except those with central
boiler plants for heating and an alternative fuel source). Human-needs customers are
exempt from curtailment. The human needs affidavits are a component of the interstate
natural gas pipeline companies with FERC approving tariffs to their customers who either
are or who serve human needs customers. Those transactions are not subject to any
regulation at the state level.

AGC representatives also discussed the availability of special needs affidavits for plant
protection. When gas supplies are limited, some pipelines may reduce their load by
reducing the flow of gas to a transportation customer (a customer who buys directly from
the pipeline) to the minimum necessary to keep equipment from freezing if the customer
has a special needs affidavit, plant protection affidavit, or both on file with the pipeline.
Otherwise, the customer may be completely shut off from gas or incur substantial
penalties for burning gas during a curtailment event. Being completely shut off from gas
may damage equipment for some transportation customers.

Representatives from AEEC, AGC, AF&PC, Quattlebaum, and Black Hills suggested
that more education about human-needs, special needs, and plant-protection affidavits
would be beneficial to prevent those facilities serving human needs or for which
curtailment would damage equipment from being curtailed because they don’t have an
affidavit in place.

B. Adequacy of Existing Energy Infrastructure

In their testimony to the Task Force, some representatives provided lessons learned about the
challenges the existing energy infrastructure faced during the February 2021 winter weather
event.

1.

Natural Gas

Testimony from representatives of multiple entities indicated that the shortage of natural
gas supply during the February 2021 winter weather event was due in large part to freeze-
offs at natural gas production facilities in Texas and Oklahoma that deliver natural gas for
use in Arkansas and other states. At the same time supply of natural gas was reduced,
demand for natural gas for heating and electricity generation experienced unprecedented
winter peaks. The supply and demand imbalance contributed to spiking prices for natural
gas and the need for natural gas curtailment and short-term, localized, and controlled
electric load shedding events. Following review of the pre-filed written testimony, and
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listening to the testimony of those who appeared before the Task Force, it is evident that
the natural gas industry in the state performed remarkably well under the most extreme
circumstances. All personnel working in the natural gas industry here in Arkansas should
be commended for their performance and success at preserving enough supply to be used
for meeting human needs.

a. Preparation of Natural Gas Production Facilities for Freezing Conditions

The natural gas production facility freeze-offs that occurred in Arkansas appear to be
the result of insufficient weatherization of Arkansas natural gas wells and
compressors in freezing temperatures experienced during the February 2021 winter
weather event. For example, the representative from AIPRO testified that many of the
natural gas producers in Arkansas worked to borrow heater facilities for their
systems. However, Arkansas producers were only able to access approximately sixty
heating units; whereas, there are thousands of wells in the state. Therefore, producers
prioritized top producing wells for weatherization during the February 2021 winter
weather event. In addition, road closures due to snow and ice also imposed a
difficulty for producers to access wells. While additional heating equipment may have
helped maintain production of additional wells, the AIPRO representative suggested
that the cost of preparing for a fifty year event may not be economically feasible for
producers.

A MISO representative suggested that setting winter weatherization standards to
protect generation and fuel supplies from freezing conditions would mitigate risk of
diminished generation and supply during rare winter weather events. If developed,
such standards would be established in coordination between RTOs and their
members. However, increased weatherization of wells and well compressors would
come with increased costs for equipment that are not needed on a routine basis, and
those costs need to be weighed against the potential benefits.

b. Natural Gas Supply Streams and Storage

Although Arkansas has ample natural gas resources and is a net exporter of natural
gas, some of the natural gas used in Arkansas is produced out of state. The
Fayetteville Shale gas development in Arkansas in the mid-2000s occurred after
infrastructure to bring natural gas into Arkansas had already been established.
Therefore, the majority of natural gas produced within the state is transported out of
the state to the east. This dependence on interstate supply for natural gas obtained
from un-weatherized wells in Oklahoma and Texas resulted in a shortage of supply to
Arkansas utilities in February 2021.

Examples of affirmative measures that could be taken to reduce Arkansas’s
dependence on interstate natural gas supply include development and connection to
additional supply basins, additional local supply or local storage capability, and
improved or new interconnects for pipelines. A representative from CenterPoint
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suggested that such measures add incremental reliability. However, the improved
reliability from these measures would come at a cost to the utility companies,
customers, and upstream providers and those costs would need to be evaluated
relative to any potential benefits.

Local storage of natural gas, either at storage facilities along the pipeline or at
industrial or utility company sites where the natural gas is used, can mitigate
temporary imbalances in production and demand. For example, a Black Hills
representative described additional storage facilities approved by PSC in 2015 as a
means to allow utility companies and other providers to meet demand during the
February 2021 winter weather event. However, the low cost of natural gas means that
onsite storage solutions are not economically favored without outside incentives.

2. LP-Gas (Propane)

Based on a review of the testimony provided, the month of February in 2021 may have
been the worst month in the history of the LP-Gas industry in Arkansas. The freezing
temperatures that affected the natural gas pipelines also affected the LP-Gas pipelines,
which caused terminals in the area to go off-line. Unlike natural gas, from the terminal to
the end user, LP-Gas is delivered by truck, so deteriorating road conditions prevented
transport deliveries. In addition to this, NGL Energy Partners, LP made a business
decision in 2020 to de-commission a million-gallon storage terminal in the central part of
the state. This required transporters to travel further distances to pull more LP-Gas from
outside the state. By February 20, 2021, there were several LP-Gas dealers that had little
or no supply of propane. The LP-Gas industry personnel should be commended for their
tireless effort to make sure their customers had heat in their homes during this
challenging time period.

The Task Force heard testimony from representatives in the LP-Gas industry regarding
constraints on propane supply and distribution during the February 2021 winter event.
Prior to the event, supply was already constrained due to higher demand during the
winter than in summer, creating an imbalance in pipeline allocations. The LP-Gas needs
during the events exceeded forecasted demand and pipeline shipment of ordered LP-Gas
from Texas was delayed. In addition, LP-Gas supply from the Valero Refinery was
unavailable during the February 2021 winter weather event due to a small explosion at
the refinery. Some LP-Gas that was ordered by dealers was not delivered. There are also
no LP-Gas terminals or other supply in the western part of Arkansas. As a result of the
supply interruptions and lack of supplemental local supply, LP-Gas carriers traveled
farther to obtain supply to meet demands in Arkansas. Further complicating matters,
hazardous road conditions made delivery of LP-Gas by truck more difficult.

LP-Gas industry representatives explained that lifting the hours of service requirements
for LP-Gas drivers during the emergency enhanced their ability to serve customer
demand during the February 2021 winter weather event. LP-Gas industry representatives
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suggested that lifting the requirements sooner in anticipation of an event would be
beneficial. Additionally, temporary exceptions to gross vehicle weight limits for LP-Gas
transports in anticipation of extreme weather events was recommended by LP-Gas
industry representatives to enhance transport of propane supply.

LP-Gas industry representatives suggested that additional propane storage at retail
locations and additional terminals might mitigate supply disruptions and insufficient
pipeline allocation. A representative from Ozark Mountain Petroleum, Inc. suggested that
strategic placement of rail facilities around the state would help secure adequate propane
supply. However, additional storage also comes with additional cost. APGA
representatives suggested reducing taxes and fees as an incentive to invest in storage and
equipment. In addition, ensuring that existing storage is kept full would also help to
mitigate potential supply disruptions.

3. Electricity

The coordination among PSC, electric utility companies, and RTOs helped Arkansas
manage the challenges experienced during the February 2021 winter event. Arkansans
benefited from the participation by Arkansas utilities in two RTOs that were able to pull
electricity from a wide geographic region with a diverse energy resource mix. Utility
companies and RTOs had well-rehearsed plans in place prior to the event to effectively
disseminate information about conservative and emergency operating conditions that
allowed them to react quickly to maintain the reliability of the grid. The electricity
industry personnel should be commended for their tireless effort to power Arkansas
homes during the February 2021 winter weather event.

a. Performance of Existing Electric Generation Fleet

Electric industry representatives testified that each fuel source within the existing
electric generating fleet experienced some challenges during the February 2021
winter weather event, which further constrained energy resources. However, the
electric industry representatives noted that Arkansas utilities’ diverse fuel resources
and participation in the MISO and SPP RTOs significantly limited the number of
outages actually experienced during the event. An Empire representative explained
that they had issues across their generating fleet, including coal plants that had frozen
coal or tripped offline, low gas pressure issues on some natural gas thermal
generators, and some frozen turbines on wind farms that were not winterized. A SPP
representative confirmed that both coal and natural gas generating facilities in the
region experienced weather-related challenges that affected the performance of those
units relative to how those resources are accredited for reliability purposes. Although
wind turbines were not very productive during the period of the February winter
storm, an SPP representative confirmed that this lack of productivity was consistent
with forecast.

A MISO representative explained that winterization of generators, in addition to fuel
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supply winterization, might mitigate risks associated with conditions like those
experienced during the February 2021 winter weather event. There are currently no
standardized winterization criteria in the MISO region. However, the MISO
representative suggested that such criteria would need to be assessed by MISO and its
members. The MISO representative also suggested that there would be a need for an
entity to monitor or verify weatherization of the generation fleet. Further, the MISO
representative noted that it would be essential to evaluate the cost associated with
weatherization of the generation fleet and whether those expenditures would be
reasonable and appropriate relative to the expected benefits.

The MISO representative also explained that the February 2021 winter weather event,
as well as other maximum generation event days that have occurred outside of the
summer months in recent years, suggests that resource adequacy planning should be
refined. Past practice was to plan for adequate resources to meet the projected
summer peak. The MISO representative explained that changing to a seasonal
resource adequacy construct could help account for seasonal variation in fuel
availability and generation capability.

b. Performance of Existing Transmission Infrastructure

Some of the load shedding events during the February 2021 winter weather event
were a result of transmission constraints rather than lack of energy. However, as the
electric utility and RTO representatives noted, there were limited customer
interruptions both in number and duration during the event. At times during the
winter weather event, overloading of transmission lines and regional transfer limits
hindered the ability to move energy to specific areas where it was needed. In addition,
an Entergy representative also explained that transmission constraints caused a derate
at one of the units at the Nuclear One facility in Arkansas for a few hours, which was
otherwise performing exceptionally. Entergy Arkansas representatives further noted
that its investment in its transmission infrastructure over the past several years helped
ensure reliable electric service and limited the impact of the event.

Although there were localized transmission constraints, the ability for MISO and SPP
to pull energy from other regions in the Eastern Interconnect dramatically reduced the
impact from weather-related challenges such as insufficient gas supply and generating
units that tripped offline in the MISO and SPP regions during the February 2021
winter weather event. The MISO representative explained that the addition of new
transmission capacity and improved interregional coordination and interconnection
would bring significant efficiency and reliability benefits. The PSC Chairman, as well
as the electric utility and RTO representatives, all noted that participation in the
MISO and SPP RTOs significantly contributed to reliable performance during the
event and helped limit the number and duration of any outages.

c. Diversity of Generation Assets
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Several entities provided testimony about how diversity of types and geographic
location of generating assets provide a significant reliability benefit. Both MISO and
SPP representatives explained that the interconnection of RTO regions on the Eastern
Interconnect was a tremendous benefit to reliability because they were able to pull
energy from areas that were not severely impacted by the February 2021 winter
weather event. Both RTOs have a diverse mix of generation asset types. As noted by
the PSC Chairman and the electric utility and RTO representatives, the diverse fuel
mix in the Arkansas generation portfolio mitigated the number of and duration of
outages.

While the majority of testimony pointed to a natural gas supply shortage used for
electric generation due to freeze-offs and transmission constraints as the primary
cause of the power shortage during the February 2021 winter weather event, EPN
representatives cited a different cause. EPN representatives opined that the primary
cause of the power shortage during the February 2021 winter weather event was
“Arkansas’s contractual ties to RTOs that have collectively closed 60 baseload power
plants (over 22,000 MW) in the past five years” and the replacement of those plants
with intermittent generating resources. The EPN representatives suggested that, if
those baseload power plants had not been retired, the region would not have had the
outages experienced during the February 2021 winter weather event. However, the
electric utility and RTO representatives all provided testimony that the outages in
Arkansas and in the MISO and SPP regions were limited in numbers and duration
during the event. Those representatives further noted that the diverse fuel mix of
Arkansas’s generation fleet, investments in generation, transmission, and distribution
assets, as well as participation in the MISO and SPP RTOs helped Arkansas manage
the storm and mitigate outages.

C. Planning for Reliable Energy

There were numerous suggestions regarding how to ensure the reliability of future energy
infrastructure. These suggestions touched on transmission, current and planned generation

assets, and load management.

1.

Transmission

As previously noted, transmission constraints hindered the movement of electricity
during the February 2021 winter weather event. The MISO representative explained to
the Task Force that transmission expansion in the present could mitigate risks associated
with such events, but transmission expansion will become even more necessary to
accommodate significant increases in renewable energy generation and other projected
changes to the grid, including electrification of vehicles and other sectors. The MISO
representative explained that MISO’s plans evaluate additional interconnection, examine
load pockets, and work with seams partners to increase coordination. The SPP
representative explained that strong transmission interconnections increase their ability to

Energy Resources Planning Task Force 10 of 22



rely on generation in its footprint as well as energy transfers from neighbors to mitigate
supply deficiencies during an emergency. Both MISO and SPP have established
processes to evaluate the transmission investment needs within their footprints and to
make plans to ensure that the investments necessary to maintain a reliable bulk electric
system are made by the transmission owners. That process includes participation from the
electric utilities, state regulators including PSC, and transmission customers. The MISO
and SPP processes are open forums where the investments needed to ensure reliability are
discussed and evaluated. Further, many of the electric utilities’ transmission investments
require PSC review and approval in an open, public process.

2. Current and Planned Generation Assets

Arkansas investor-owned utility companies participate in RTOs that operate a market-
based system for directing dispatch of generation assets within their region. RTOs are
responsible for ensuring the reliability of the high-voltage electric transmission system
and directing dispatch of generation resources to ensure the reliable and cost-effective
delivery of energy. RTOs use an energy market to direct dispatch of energy resources.
The energy market takes into account forecasted energy needs, system constraints, state
laws, and operation profiles of different types of generation assets to manage risk and
deliver least-cost energy. In addition, the RTOs have established procedures for ensuring
the reliability of the electric grid in preparation for potential events and during energy
emergency events. Additionally, pursuant to statutory authority in Arkansas, PSC
conducts reviews of electric utility resource plans every three years. Those plan reviews
are conducted in an open forum that allows for participation and input from stakeholders.
Those “integrated resource plans” help utilities plan for the generation investments
needed to meet the load that they serve.

The Task Force heard different perspectives on the maintenance of current generation
assets and how to direct investment in new generation capacity. The electric utility
company and MISO representatives indicated that they were in the process of re-
evaluating planning and market products to meet the reliability imperative, taking into
consideration the evolving grid, and to move to a seasonal construct for resource
adequacy determinations. EPN representatives recommended enacting legislation and
rules in Arkansas to direct retention of and investments in baseload thermal generation.
However, PSC resource planning process described above provides a forum to evaluate
the electric utility plans for generation needed to meet their load. Furthermore, the
Arkansas General Assembly enacted Act 694 during the 2021 session, which requires
electric utilities to consider the costs and benefits of extending the life of existing
generating resources as part of the established resource planning process.

An SPP representative explained that Arkansas benefits from vertically integrated
regulatory systems in Arkansas and in other states whose utilities participate in SPP and
MISO markets. In deregulated systems without a capacity market, like ERCOT, the
cheapest generation is built first. In ERCOT, the cheapest energy resource is wind, which
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often bids into the market in negative prices due at least, in part, to the impact of the
production tax credits for wind generation facilities. Regulated systems allow the states to
enact policies to direct prudent investments in energy infrastructure with a focus on
reliability as well as economics because utility companies must justify investments to
PSC in order to earn a return on their investment from ratepayers. The experience of the
Arkansas electric utilities that are members of the MISO and SPP RTOs during the winter
weather event was significantly different than the participants in ERCOT.

EPN representatives suggested that existing baseload dispatchable generation planned for
cessation of operations should be retained and used for operating reserve. EPN
specifically mentioned three power plants in Arkansas (one natural gas and two coal
plants) where Entergy plans to cease operations or cease use of coal. The Entergy
representatives explained that, given the required investments needed for these facilities
that are nearing the end of their useful lives, maintaining those units as a backup would
not be efficient or cost-effective, and there are better alternatives. The Entergy
representatives suggested it would be more cost-effective to invest in newer, more
efficient technologies that can serve as longer-term resources to customers.

EPN representatives also suggested that any new intermittent generation assets should be
backed with a firm power purchase contract to purchase from dispatchable thermal
generation assets. This resource adequacy approach was also mentioned in a report
provided by MISO.? The MISO report suggested that they would need to consider how to
incorporate fuel assurance requirements in a cost-effective manner when such a resource
may only be needed a few times a year. PSC’s established resource planning process
provides an opportunity for evaluating the needs for generating resources, including
whether new resources are cost-effective and how they affect reliability. Further, the
MISO and SPP RTO planning processes under the FERC and NERC regulations require
the participating electric utilities to have adequate generation to meet their load plus an
adequate reserve margin. These requirements help ensure that there are adequate
resources to meet the needs of Arkansas customers.

MISO provided the Task Force with a detailed report of lessons learned with regards to
systems planning, as well as other MISO operations, that the RTO plans to implement in
coordination with market participants and other stakeholders.” Specifically, MISO plans
to move to a sub-annual (4-season) resource adequacy construct and implement changes
to its resource accreditation criteria to better reflect resource availability during hours
when the system is most in need and during extreme weather events. In its seasonal
assessments, MISO plans to focus more attention to extreme scenarios (high loads and
high outages). MISO explained that these changes should provide an incentive to

? “The February Arctic Event: Event Details, Lessons Learned and Implications for MISO’s Reliability Imperative”
included in Appendix C of this Report.

3 MISO provides a comprehensive list of Lessons Learned and Actions to Address the Lessons starting on page 48
of it’s “The February Arctic Event: Event Details Lessons Learned and Implications for MISO’s Reliability
Imperative” report provided to the Task Force during the May 27, 2021, hearing.
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resource owners to invest in winterization, fuel assurance, and other means of ensuring
resource availability. This market-based approach mitigates risk while providing
flexibility to keep the cost of the bulk electric system low. The RTOs continue to evaluate
their resource adequacy constructs as the energy resource mix and risk profiles evolve.
The PSC and RTO resource planning processes provide open forums to evaluate the
electric utility industry’s actions to ensure that their customers receive reliable electric
service at reasonable rates.

3. Load Management

The goal of energy resource planning and operations is to reliably match supply of energy
with demand for energy. Many of the representatives spoke to energy supply
management, but demand-side management also can be used to balance supply and
demand. All of the electric and natural gas utilities offer demand response programs.

For example, Entergy offers a Smart Direct Load Control Pilot Program as part of its
energy efficiency programs. The program allows customers to opt in to a programmable
thermostat that the utility company can adjust by a few degrees to reduce load during
summer peaks between June 1 and September 30 each year. In exchange for the utility
company’s ability to perform this service, customers get a free smart thermostat, which
can save them money by reducing heating and cooling when no one is home, and an
annual enrollment incentive to encourage continued participation.

Interruptible tariffs also provide a mechanism for load management. AEEC testified that
many industrial and agricultural customers take electric services on interruptible tariffs.
An interruptible tariff makes the customer subject to curtailment in the event of a utility’s
peak load exceeding the available capacity. In exchange, these customers receive a
discount on rates. Curtailment for customers on interruptible tariffs helped reduce the
need for load shedding during the February 2021 winter weather event.

PSC Chairman Ted Thomas suggested further exploration of demand response and
ensuring that demand response programs create appropriate price signals to incentivize
consumers to voluntarily reduce load when needed. Demand response can also be used to
address the intermittent nature of many of the renewable generation assets that are being
brought online by matching intermittent supply with intermittent demand. PSC has an
open proceeding to consider existing and planned demand response offerings by the
electric utilities in Arkansas. The open PSC proceeding provides an open forum to
address demand response programs in Arkansas.
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V. RECOMMENDED ACTIONS TO ENSURE
ADEQUATE SUPPLY OF CRITICAL ENERGY
SOURCES DURING EXTREME EVENTS

A. Creation of an “Energy Resources Council”

The Task Force recommends creating an “Energy Resources Council.” The Energy
Resources Council would meet at least once annually to facilitate technical and policy
discussion among regulators and energy stakeholders and would work to develop and
maintain educational materials on best practices regarding preparation and communication in
advance of and during events that may disrupt supply of critical energy resources. The list
below provides recommended potential organizations for the Governor to nominate as
Energy Resources Council members:

e Representative(s) from E&E;

e Representative(s) from Commerce;

e Representative(s) from PSC;

e Representative(s) from the Arkansas Attorney General’s Office
e Representative(s) from electric and gas utility companies;

e Representative(s) from the Natural Gas and LP-Gas industry;

e Representative(s) from the MISO and SPP; and

e Representative(s) from community and business organizations, such as the Arkansas
State Chamber of Commerce, AF&PC, AEEC, and AGC.

The Task Force also recommends that E&E host educational materials developed by the
Energy Resources Council on its website and coordinate logistics for the annual meetings.
Further, the Task Force recommends that RTOs, APSC, and utilities share with the Energy
Resources Council any reports or other publications that quantify the outcomes of efforts
these entities are undertaking to address lessons learned during the February 2021 winter
weather event.

B. Creation of an “Energy Disruption Preparedness” Tool Kit

The Task Force recommends creating a webpage to serve as a central research location for
information related to energy resources in the state. This central location would provide
access links to the various utility companies and expert groups and provide a tool kit for best
practices for preparedness for potential energy disruption events. E&E would host the tool kit
and coordinate discussions with the energy industry participants on content and updates to
the tool kit. This coordination would occur in conjunction with the proposed Energy
Resources Council or in some other forum.
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Examples of tool kit contents might include:

e Best Practices for Preparing A Business’ Operation for a Potential Energy Disruption

o Creating a facility-specific plan including consideration of:
= Whether back-up fuel or generation is necessary;

* What are minimum energy or fuel requirements to protect equipment from
damage;

= What level of energy or fuel, if any, is necessary to sustain human needs
functions;

= Who is responsible for making decisions to voluntarily curtail operations to
conserve energy and reduce exposure to price surges;

=  Whether a human needs or plant protection affidavit should be filed with the
energy supplier;

o Electric and natural gas utilities that take service from interstate natural gas pipeline
companies should submit a human needs affidavit for their operation pursuant to the
pipeline company’s FERC tariff:
= Educational materials about what a human needs affidavit is and why it is

important to keep a human needs affidavit on file if a portion of an energy
provider’s operations serve human needs;

= Links to relevant FERC tariffs that establish the legal foundation;

o Ensuring fuel and electricity suppliers and utilities know who to contact in the event
of an energy disruption event;

e Best Practices for Communication in Advance of and During an Energy Disruption
Event:

o Implement a regular, periodic review by utility companies of the appropriate contacts
for customers that may be curtailed during an energy disruption event;

o Identify customers and ensure up-to-date contact information for each circuit so that
the appropriate customers can potentially be notified promptly after a decision is
made about a planned outage that is necessary for the stability of the grid;

o Create a list of the call center numbers and other applicable contacts for each utility
company so that state agencies can refer citizens to this list if there are concerns
during an energy disruption event;

o Review procedures and protocols for advance warning of service interruptions for
customers served on interruptible rate schedules, coordinated outages, or other energy
curtailments;

o Reach out to PSC, E&E, Commerce, and prominent community business
organizations to amplify the message to conserve energy when needed;

o Include in-messaging implications of an energy disruptive event, such as the potential
for outages and any associated price increases;
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¢ Information about energy pricing (links or embedded tools):
o Daily Natural Gas Spot Prices: https://fred.stlouisfed.org/series/ DHHNGSP#;

o MISO Locational Marginal Price Data: https://www.misoenergy.org/markets-and-
operations/real-time--market-data/real-time-displays/;

o SPP Price Contour Map: https://pricecontourmap.spp.org/pricecontourmap/; and

o Best practices for ensuring that energy contracts provide for notification of price
spikes, opportunities for voluntary curtailment and to direct customers to the public
sources for wholesale electricity prices and natural gas prices so customers can
monitor the prices and adjust their consumption accordingly.

The Task Force recommends sending out social media, press releases, and other methods of
disseminating the availability of the tool kit once it is launched and at least twice a year each
year thereafter in advance of the summer and winter seasons. The Task Force also
recommends disseminating information about the availability of the tool kit when extreme
weather events are forecasted.

C. Areas for Additional Consideration and Study

The Task Force notes that there are other items that may warrant further consideration within
the appropriate existing forums, where they exist, to continue monitoring whether any
additional actions may be appropriate. The following are potential areas identified by the
Task Force upon reviewing testimony received. However, before taking actions under one or
more of the following, the Task Force recommends a robust evaluation of the anticipated
ratepayer impacts, environmental impacts, reliability impacts, and economy-wide impacts of
any action.

1. The Task Force recommends that PSC continue its examination of demand-response
programs in Arkansas and evaluation of whether it is in the best interest of Arkansas
customers to expand those programs. The Tasks Force suggests that PSC consider
whether it would be beneficial to expand the demand-response programs that are included
in electric and natural gas utility rate schedules and financial incentives to customers for
the widespread installation of demand-response technology for air conditioning, heating,
and water heaters above and beyond the measures included in current utility company
energy efficiency plans. Alternatively, or in addition, the Task Force recommends that
the Energy Office within E&E consider whether it is beneficial to provide rebates for
installation of demand-response equipment if state or federal funding becomes available.
In addition to considering the potential for providing incentives to invest in demand-
response technology, the Task Force recommends that PSC and E&E consider producing
and distributing educational materials on the value of demand response for both
reliability and cost-savings.

2. The Task Force recommends that PSC, the MISO and SPP RTOs, and E&E’s Arkansas
Oil and Gas Commission evaluate whether it is reasonable and cost effective to develop
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standard criteria for weatherization of natural gas supply infrastructure and electric
generation infrastructure in Arkansas. As part of PSC’s resource planning process, a
continued evaluation of the investments is needed to ensure adequate electric and natural
gas supplies are available in Arkansas. The Task force recommends exploring potential
opportunities to coordinate with Oklahoma, Texas, and the private sector to identify key
components of the electrical, natural gas, and LP-Gas supply system that need protection
from extreme cold and to examine whether there are cost effective opportunities to
implement weatherization of these components. The Task Force recognizes that it will be
beneficial to take advantage of the established procedures of PSC, MISO and SPP RTOs,
and other state entities to pursue these evaluations.

3. The Task Force recommends the evaluation of investments in electric generation,
including back-up generation, transportation, transmission, distribution, and storage
assets that improve the reliability of Arkansas’s electric infrastructure. This evaluation
can be accomplished through the existing PSC and MISO and SPP RTO processes. The
PSC’s resource planning proceedings provide an open forum to consider the resource
plans of the electric utilities. Further, individual utility proceedings to obtain approval of
specific generation investments are also public opportunities to evaluate planned
investments.

Continued participation by PSC and other Arkansas stakeholders in RTO stakeholder
processes provides value to Arkansas energy customers at no additional cost. The RTO
stakeholder process ensures a rigorous evaluation of how to address reliability needs at
the least cost. The RTOs have already begun implementing their lessons learned,
including: evaluations of transmission gaps, changing to a seasonal construct for resource
adequacy planning and capacity accreditation, and other measures for improving
reliability.

4. The Task Force recommends that Arkansas’s congressional delegation remain engaged in
national policy discussions with respect to future tax credits for energy resources.
Currently, there are investment tax credits for solar generation and production tax credits
for wind generation. Congress should evaluate whether there are opportunities to provide
incentives, such as tax credits, for the development and scaling of novel generation and
storage technologies. The Task Force recommends working with Arkansas’s
Congressional delegation to evaluate whether changes to energy tax credits are
appropriate and to encourage development of legislation to implement any changes
determined appropriate.

5. The Task Force recommends that PSC, RTOs, E&E’s Arkansas Oil and Gas
Commission, and the LP-Gas Board consider whether it would be appropriate to
implement any incentives for measures that could improve reliability in the form of
financial incentives, formal recognition, expedited permitting, new rate structures and
service offerings, or waiver of fees. The Task Force recommends evaluating whether it is
technically feasible and cost effective to implement incentives for one or more of the
following measures that could improve the reliability of Arkansas and regional energy
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infrastructure:

e Transmission upgrades and expansion, particularly in load pockets and at RTO
seams;

e Increased deployment of energy storage technologies, such as pump storage and
battery storage;

e Increased deployment of back-up generation or dual-fuel generation that is capable of
using a different fuel, such as diesel, LP-Gas, or liquefied natural gas, instead of the
primary fuel used for generation;

e Addition of strategically-placed supply pulling points for LP-Gas, including pipeline
terminals, rail terminals, and transloading facilities;

e Addition of natural gas storage facilities; and

e Addition of retail storage for LP-Gas.

The Task Force suggests that evaluating implementation of incentives for the electric
energy infrastructure can and should occur as part of the established PSC resource
planning process and the established processes of the MISO and SPP RTOs. Meetings of
the proposed Energy Resources Council could serve as a forum for sharing ideas with
respect to best practices for resource planning among electricity, natural gas, and LP-gas
industry representatives and regulators.

6. The Task Force recommends that E&E evaluate whether it is reasonable and cost
effective to expand current recognition programs to include reliability similar to the
Arkansas Energy and Environment Stewardship Award (“ENVY”), the Arkansas Energy
and Environment Technology Award (“TECHe”), the Energy Excellence Award (“E2”),
and Quest Science Award that E&E uses to highlight what Arkansas companies are doing
in the areas of sustainability, innovative technology, and energy and environmental
stewardship.”

7. The Task Force recommends that the LP-Gas Board examine whether it is technically
feasible and cost effective to expedite inspections of new retail and terminal-level LP-Gas
storage and waive fees to promote the addition of LP-Gas storage, pipeline terminals, rail
terminals, and transloading facilities.

8. The Task Force recommends that E&E’s Arkansas Oil & Gas Commission coordinate
with the Arkansas Geological Survey and representatives from the natural gas producers
and natural gas utilities to evaluate whether there are any additional geological
formations or existing abandoned gas fields in the state capable of storing natural gas or
propane. If additional sites suitable for storage are identified, the Task Force recommends
that the state work with stakeholders to evaluate the technical and economic feasibility of
incorporating the sites into Arkansas’s energy infrastructure.

* https://www.adeq.state.ar.us/poa/enterprise-services/awards/
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9. The Task Force recommends that the appropriate stakeholders evaluate whether there are
any additions or revisions to Arkansas statutes to help promote investments and assist in
providing reliable energy resources for the state in the future. The stakeholders should
evaluate whether any state policy could be enacted through legislation or adopted under
state agency rules if authorizing legislation already exists.

10. The Task Force recommends that the Arkansas Department of Transportation coordinate
with E&E, PSC, utility companies, and county and local governments to identify priority
routes for delivering diesel fuel used for backup generation and propane used for heat.
The stakeholders should evaluate whether it would be beneficial to develop a
communications protocol to determine whether these routes should be among the first
cleared during winter weather events that threaten to disrupt energy supply and delivery.
The coordinated effort should include development of a plan for ensuring that the
identified routes are kept clear during an energy disruption event.

11. The Task Force recommends that PSC coordinate with the electric and natural gas utility
companies to ensure that there are appropriate and adequate communications plans to
notify customers of potential coordinated outages or other interruptions of service during
weather events. Further, PSC should coordinate with the utility companies to determine
whether it is necessary to develop communications advising customers of potential prices
increases caused by weather events, including consideration of the costs of developing
such communications and notifications.

12. The Task Force also recommends that PSC evaluate its rules and tariffs and consider
whether it is reasonable and necessary to require utility companies to notify a customer of
an impending curtailment so that the customer may take steps to protect equipment and
plan for changes to its operations during the curtailment, including evaluation of the costs
and feasibility of such procedures, and if the procedures implemented by the utilities are
sufficient.

13. The Task Force recommends that the appropriate stakeholders consider whether Arkansas
should implement policies to extend the human needs-based system for prioritization of
natural gas and electricity to all energy resources, including LP-Gas. If outages are
necessary to ensure the reliability of the electricity grid or curtailment is necessary due to
limited fuel supply or other weather-related electric infrastructure outages, the Task Force
recommends that the stakeholders consider what steps are necessary to establish
procedures for prioritizing energy to occupied dwellings, natural gas-fired electric
generation to serve human needs customers, food supply production, and other
commercial and industrial facilities whose operations are necessary to preserve human
life, health, and safety, including whether any executive, administrative, regulatory, or
legislative action may be required. The stakeholders should also consider what steps are
necessary to establish the procedures necessary, after ensuring energy resources are
adequate to sustain human needs, to ensure that adequate supplies of energy to businesses
and industry that would otherwise suffer damage to equipment or severe economic harm
are prioritized.
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14. The Task Force recognizes that there may be limited opportunities for prioritization of
energy resources for human needs under state authority. However, the Task Force
recommends that the appropriate stakeholders evaluate whether it would be appropriate
to implement legislation in Arkansas similar to the Louisiana statute that establishes an
Emergency Gas Allocation Plan (see Louisiana Code Title 43, Part XI, Subpart 1, Section
143). Implementation of a state law of that nature may assist human needs customers
during emergency situations like the February 2021 winter storm event. It may be
appropriate to consider opportunities to coordinate with the state’s federal delegation to
identify opportunities for state and federal regulatory authorities coordination to
determine whether to implement new rules or revise existing rules to implement
prioritization of human needs. Examples of rules for consideration include requiring
prioritization of fuels used for energy to meet human needs, such as LP-Gas and natural
gas, in pipeline allocations over other pipeline products. The state and federal regulatory
authorities might also consider whether it should be permissible for pipelines to limit
allocations on the pipeline for fuels used to support human needs based on nominations
during the summer, when less fuel is needed.

15. Pursuant to the Arkansas Emergency Petroleum Set-Aside Act, Ark. Code Ann. § 15-72-
801 et seq., the Arkansas Energy Office has promulgated rules and regulations for the
implementation and operation of the Arkansas state set-aside program. However, the
implementation of this program is commenced when the Governor, in his discretion,
finds that the program is necessary to manage a shortage of specified petroleum products
which threatens the continuation of emergency services and essential industrial or
agricultural activities. While the Task Force recognizes that this set-aside program was
not applicable during the February 2021 winter weather event, this program may be a
resource that could help with energy resource shortage events should they occur in the
future. The Task Force believes further discussion of the set-aside program may be
warranted in development of implementation priorities.
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P OCLAMATION

EO 21-05
TO ALL TO WHOM THESE PRESENTS COME — GREETINGS:

EXECUTIVE ORDER TO ESTABLISH THE ENERGY RESOURCES
PLANNING TASK FORCE

WHEREAS: Recent winter storms revealed vulnerabilities in critical energy resources
in Arkansas and the surrounding region; and

WHEREAS: Increased demand and inadequate available supply of critical energy
resources such as natural gas, electricity, and liquefied petroleum gas
caused Arkansas citizens to suffer service outages and forced Arkansas
businesses to close; and

WHEREAS: Preparedness for the provision and allocation of critical energy resources
during extreme events is necessary to preserve the health and safety of
citizens and protect the critical infrastructure of this state; and

WHEREAS: Itis in the best interest of the state and its citizens to evaluate the ability of
Arkansas’s critical energy resources and infrastructure to withstand
extreme events;

NOW, THEREFORE, I, ASA HUTCHINSON, acting under the authority vested in me as
Governor of the State of Arkansas, do hereby order the following:

(1) There is hereby created the Energy Resources Planning Task Force, which
shall serve as an investigative and advisory body of the Governor.

(2) The Task Force shall be composed of public and private sector leaders with
requisite knowledge and expertise to represent the interests of the public,
energy sectors, and industry.

(3) The Task Force shall be composed of members appointed by the Governor and
shall serve at the pleasure of the Governor. The chair of the committee shall be
designated by the Governor. The Commission shall be composed of:

a) The Secretary of the Department of Energy and Environment, or his or
her designee;

b) The Director of the Arkansas Oil and Gas Commission, or his or her
designee;

c) The Director of the Arkansas Liquefied Petroleum Gas Board, or his or
her designee; and

d) The Secretary of the Department of Commerce, or his or her designee.

(4) The members of the Task Force shall have the following duties:

a) Review the lessons learned from the February winter storms, including
lessons from surrounding states and information gathered by hearing
testimony from the following:

i.  The Chair of the Arkansas Public Service Commission, or his or
her designee;
ii. A representative of the Midcontinent Independent System
Operator (MISO);
ili. A representative of the Southwest Power Pucl (SPP);
iv.  Arepresentative of Entergy Arkansas;



V.
Vi.
Vii.
Viil.
1X.
X.
X1.
Xii.
xiil.

Xiv.

XVI1.

XVil.

XViil.

A representative of the Arkansas
Corporation;

A representative of Southwestern Electric Power Company;

A representative of Oklahoma Gas and Electric Company;

A representative of the Empire District Electric Company;

A representative of the Arkansas Municipal Power Association
(AMPA);

A representative of CenterPoint Energy;

A representative of Arkansas Oklahoma Gas Corporation;

A representative of Black Hills Energy;

A representative of the Arkansas Electric Energy Consumers
(AEEC);

A representative of the Arkansas State Chamber of Commerce;
The Executive Director of the Arkansas Environmental
Federation, or his or her designee;

The President of the Arkansas Independent Producers and
Royalty Owners (AIPRO) association, or his or her designee;
Additional citizens, as the Task Force deems necessary, with
knowledge and expertise in energy and environmental matters;
and

Additional citizens, as the Task Force deems necessary.

Electric Cooperatives

b) Make recommendations for actions needed to ensure adequate supply
of critical energy sources during extreme events; and

¢) Develop priorities for allocation of limited energy resources should
supply shortages due to emergency situations necessitate action to
preserve life, health, and safety.

(2) The Task Force shall have an initial meeting within seven (77) days of this order
and shall meet as necessary to accomplish its objectives. The Task Force shall
provide a report of its findings and recommendations to the Governor by
September 30, 2021. The Task Force may provide earlier reports and
recommendations to the Governor as necessary.

(3) Upon request, the Arkansas Department of Energy and Environment and the
Arkansas Public Service Commission may provide staff and other personnel to
support the work of the Task Force.

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused the Great Seal of
the State of Arkansas to be affixed the 37 day of March, in the year of our Lord 2021.

A, At

Asa Hutchinson, Governor

.yﬁl Thurston, Secretary of State
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ENERGY RESOURCES PLANNING TASK FORCE

Meeting Agenda
March 10,2021 | 10:00 a.m.

TASK FORCE MEMBERS

Secretary Becky Keogh, Department of Energy & Environment
Secretary Mike Preston, Department of Commerce

Director Lawrence Bengal, Oil and Gas Commission

Director Kevin Pfalser, Liquefied Petroleum Gas Board

AGENDA ITEMS

10:00 a.m. e Call meeting to order
10:05 a.m. ® Review Executive Order 21-05

10:15a.m. e Briefs provided by Task Force members

10:35 a.m. e Schedule upcoming Task Force meetings and establish format
10:50 a.m. ® Review testimony list
11:05 a.m. e Review proposed Task Force timeline

11:30 a.m. e Adjourn meeting



ENERGY RESOURCES PLANNING TASK FORCE

MINUTES

DETAILS

Date and Time: 03/10/2021 | 10:00 am

Location: E&E Headquarters Commission Room

Subject: Initial Meeting

Task Force

Becky Keogh, E&E Kevin Pfalser, Liquified Lawrence Bengal, Oil and Gas

Secretary, Task Force Chair ~ Petroleum Gas Board Director, Commission Director, Task
Task Force Member Force Member

Michael Preston, Commerce

Secretary, Task Force

Member

Other Attendees

Mitchell Simpson Jeff LeMaster Donnally Davis

Daniel Pilkington Tricia Treece Beth Thompson

Troy Deal Shane Khoury Julie Linck

AGENDA ITEMS

1. Call to Order Secretary Keogh

Secretary Keogh, as Task Force Chair, called the meeting to order at 10:00 am on 3/10/21. The
meeting was paused to provide additional time for transportation and reconvened at 10:12.
Secretary Keogh reviewed the Task Force’s charge under EO 21-05 and each task member
provided opening remarks.
2. Task Force Meetings, Format and Task Force Members

Testimony List
Secretary Keogh introduced a proposal developed by staff to provide questions to identified
persons/organizations, collect written testimony, and hold hearings to provide task force
members with an opportunity to ask questions about the written testimony.

Director Bengal suggested that in-person meetings make sense for the 4 task force members;
however, remote participation should be an option for those required to give testimony if they do
not live in the Little Rock area.

Secretary Preston supported the approach of collecting written testimony with a meeting to ask
questions. Secretary Preston noted that the written testimony may prompt follow-up questions for

the meeting.

Director Pfalser also supported use of Zoom as an option for testimony.



Secretary Keogh introduced the concept of grouping persons/organizations identified for
providing testimony to organize meetings and questions to include to guide written testimony.

Director Bengal supported grouping and reflected that this may create synergies for gathering
information.

Director Pfalser indicated that there were additional groups not included in EO 21-05 that should
be called upon for testimony to ensure that the task force is hearing from the production, storage,
transportation, distribution, and the end users of energy. Director Pfalser will provide a list of
additional contacts to E&E staff.

Secretary Preston indicated that the list was a place to start, but should be kept fluid.

Secretary Keogh suggested that the questionnaire sent to persons/organizations required to
provide testimony include the following question (or similar):

“Are there any other persons or organizations that the task force should hear testimony from
relevant to the task force’s charge under EO 21-05”?

3. Timeline Secretary Keogh

Secretary Keogh introduced a proposed timeline developed by staff for developing questions,
collecting written testimony, holding meetings, and preparing the report. The task force will
reconvene the week of March 22 or March 29 to finalize a list of questions to send to
persons/organizations identified for testimony.

4. Adjournment Secretary Keogh

Secretary Keogh offered the task members an opportunity to make any further remarks and
adjourned the meeting at approximately 10:50 am.



ENERGY RESOURCES PLANNING TASK FORCE

Meeting Agenda
March 29, 2021 | 3:00 p.m.

TASK FORCE MEMBERS

Secretary Becky Keogh, Department of Energy & Environment
Secretary Mike Preston, Department of Commerce

Director Lawrence Bengal, Oil and Gas Commission

Director Kevin Pfalser, Liquefied Petroleum Gas Board

AGENDA ITEMS

3:00 p.m. e Call meeting to order

3:05 p.m. e Updates from Task Force members

3:20 p.m. e Discuss proposed timeline and testimony list for hearings
3:35 p.m. e Discuss list of questions for testimony purposes

4:00 p.m. e Adjourn meeting



ENERGY RESOURCES PLANNING TASK FORCE

MINUTES

DETAILS

Date and Time: 03/29/2021 | 3:00 pm

Location: E&E Headquarters Commission Room

Subject: Timeline and Testimony Questions

Task Force

Becky Keogh, E&E Kevin Pfalser, Liquified Lawrence Bengal, Oil and Gas

Secretary, Task Force Chair ~ Petroleum Gas Board Director, Commission Director, Task
Task Force Member Force Member

Michael Preston, Commerce

Secretary, Task Force

Member

Other Attendees

Jeff LeMaster Donnally Davis Beth Thompson

Daniel Pilkington Tricia Treece Shane Khoury

Troy Deal

AGENDA ITEMS

1. Call to Order Secretary Keogh

Secretary Keogh, as Task Force Chair, called the meeting to order at 3:00 pm on 3/29/21.
Secretary Keogh reviewed the Task Force’s charge under EO 21-05 and each task member
provided opening remarks. Task members noted additional entities that came forward with
interest in presenting to the task force.

2. Timeline Secretary Keogh

Secretary Keogh presented a revised timeline with a goal of finalizing questions for pre-filed
testimony by March 31, 2021, submitting questions to the identified entities by April 8, 2021,
and requesting pre-filed written responses from identified entities by April 30, 2021.

3. Testimony List and Questions Task Force Members

Secretary Keogh presented a revised testimony list including entities identified in the EO and
others who requested to present to the task force. The task force discussed whether some of the
entities could be represented by an organization that they are a part of. Director Bengal suggested
breaking the hearings up into logical groupings of entities. Director Bengal also suggested that
the user group be heard first to outline the problems experienced. Task force members committed
to reviewing the testimony list, providing suggested edits, and finalizing the list by noon on
March 31, 2021.



Secretary Keogh provided task members a list of potential questions for consideration. Task
force members supported building off of other investigations and hearings conducted by the
Legislature and other state agencies to ensure efficiency and target inquiries toward energy as a
resource, potential incentives, transparency, etc. rather than pricing. The task force committed to
reviewing the questions, suggesting edits, and finalizing the list by noon on March 31, 2021.

4. Adjournment Secretary Keogh

Secretary Keogh adjourned the meeting at approximately 3:39 pm.



ENERGY RESOURCES PLANNING TASK FORCE
March 29,2021 | 3:00 p.m.

PROPOSED TASK FORCE TIMELINE

e March 19,2021 Proposed questions from Task Force members due

e March 29,2021 Second Task Force meeting to review proposed questions
e March 31, 2021 Finalization of questionnaire

e April 9,2021 Distribution of questionnaire to interested parties

e April 30,2021 Questionnaire responses due

e May 2021 Public hearings

e Mid July 2021 Completion of preliminary draft

e August1,2021 Proposed draft submitted and followed by 15-day public

comment period
e September 15,2021 Draft final report to Task Force

e September 30, 2021 Final report submitted to the Governor’s Office



ENERGY RESOURCES PLANNING TASK FORCE
March 29, 2021 | 3:00 p.m.

TESTIMONY LIST

1. Public Service Commission (PSC)
Contact: Ted Thomas, Commission Chairman
Phone: 501-682-2051
Address: 1000 Center Street, Little Rock, AR 72201

2. Mid-Continent Independent System Operator (MISO)
Contact: John Bear, CEO
Comms Analyst: Christina Ruth
Phone: 501-244-1500
Address: 1700 Centerview Drive, Little Rock, AR 72211

3. Southwest Power Pool
Contact: Barbara Sugg, CEO
Phone: 501-614-3200
Address: 201 Worthern Drive, Little Rock, AR 72223

4. Entergy AR
Contact: Laura Landreaux, CEO
Phone: 501-377-4000
Address: 425 West Capitol, Little Rock, AR 72201

5. Arkansas Electric Cooperatives of AR
Contact: Vernon “Buddy” Hasten
Phone: 501-570-2200
Address: 1 Cooperative Way, Little Rock, AR 72209

6. Southwestern Electric Power Company
Contact: Bradley Hardin, External & State Governmental Affairs
Phone: 479-973-2347
Address: 101 West Township, Fayetteville, AR 72703

7. Oklahoma Gas & Electric Company
Contact: Sean Trauschke, CEO
Phone: 405-553-3000
Address: 321 North Harvey, Oklahoma City, OK 73102

8. Empire District Electric Company DBA Liberty Utilities
Contact: Kelli Price, Spokesperson
Phone: 417-850-6953
Address: 1010 8th Avenue, Gravette, AR 72736

9. Arkansas Municipal Power Association
Contact: Travis Matlock
Phone: 479-271-3135 ext. 2
Address: 1000 Southwest 14th Street Bentonville, AR 27212
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10. Centerpoint Entergy
Contact: David Lesar, CEO
Phone: 800-992-7552
Address: 401 West Capitol, Suite 102, Little Rock, AR 72201

11. AR Oklahoma Gas Corporation (Parent Company Summit Utilities)
Contact: Kurt Adams, President and CEO
Phone: 479-783-3181
Address: 115 North 12th Street, Fort Smith, AR 72902

12. Black Hills Energy
Contact: Chad Kinsley, Vice President of Operations
Phone: 1-888-890-5544
Address: 655 Millsap Road, Fayetteville, AR 72703

13. AR Electric Energy Consumers (AEEC)
Contact: Steve Cousins
Phone: 501-570-2200
Address: 1 Cooperative Way, Little Rock, AR 72209

14. AR State Chamber of Commerce
Contact: Randy Zook, President and CEO
Phone: 501-372-2222
Address: 1200 West Capitol, Little Rock, AR 72201

15. Arkansas Environmental Federation (AEF)
Contact: Ava Roberts
Phone: 501-374-0263
Address: 415 North McKinley, Suite 835, Little Rock, AR 72205

16. Arkansas Independent Producers of Royalty Owners Association (AIPRO)
Contact: Rodney Baker
Phone: 501-975-0565
Address: 1491 West Capitol Avenue, Suite 440, Little Rock, AR 72201

17. Quattlebaum Law Firm
Contact: Michael Heister
Phone: 501-379-1700
Address: 111 Center Street, Suite 1900, Little Rock, AR 72201

18. Mitchell Williams Law Firm
Contact: Stuart Spencer
Phone: 501-379-1700
Address: 425 West Capitol Avenue, Suite 1800, Little Rock, AR 72201

19. PPGMR, LLC
Contact: John Peiserich
Phone: 501-603-9000
Address: 201 East Markham Street, Suite 200, Little Rock, AR 72201

20. Energy Policy Network*
Contact: Randy Eminger, Executive Director
Phone: 806-674-7079
Email: randyeminger@gmail.com
Address: 7 Balsham Lane, Bella Vista, AR 72714

Energy Resources Planning Task Force | Testimony List

PAGE 2 OF 4



21.

22.

23.

24.

25.

26.

27.

28.

29.

Enterprise Products Partners LP*
Contact: W. Randall Fowler, Co, CEO

A.J. Teague, Co, CEO

Michael Hanley, Pipelines and terminals
Phone: 713-381-6500

Address: 1100 Louisiana Street, 10th Floor, Houston, TX 77002-5227

NGL Energy Partners LP*
Contact: Michael Krimbill, CEO
Jayson Fishel, Operations Coordinator
Phone: 918-481-1119
Cell: 765-894-9075
Address: 6120 South Yale Avenue, Suite 805, Tulsa, OK 74136

TARGA Resources*
Contact: Scott Pryor, Logistics and Transportation
Kelley Atkins, Greenville Terminal
Phone: 713-584-1100
Cell: 479-200-1776
Address: 811 Louisiana Street, Suite 2100, Houston, TX 77002

CHS*
Contact: Adam Delawyer, Executive VP CHS Energy
Mark Porth, Senior Account Manager
Phone: 651-355-8508
Cell: 816-812-3331
Address: 5500 Cenex Drive, Inver Grove Heights, MN 55077

Silica Transport Inc.*

Contact: James Knight, President
Phone: 870-346-5811

Address: P.O. Box 9, Guion, AR 72540

Ozark Petroleum*

Contact: Scott Sefton, Operations

Cell: 870-213-6920

Address: 1939 West Main Street, Mountain View, AR 72560

Craft Propane Inc.*

Contact: Rohn Craft, President

Phone: 870-932-4325

Address: 3203 Dan Avenue, Jonesboro, AR 72401

Sungas Inc.*
Contact: Jimmy Reynolds, Owner
Lance Reynolds, Owner
Jim Burcham, Manager
Phone: 501-581-7500
Address: P.O. Box 102, Damascus, AR 72039

Arkansas Propane Gas Association*
Contact: Melissa Moody, Director

Phone: 501-350-1213

Address: P.O. Box 3632, Little Rock, AR 72203
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30.

31.

32.

Office of Arkansas Attorney General Leslie Rutledge*
Contact: Chuck Harder, Deputy Attorney General

Phone: 501-682-4058

Address: 323 Center Street, Suite 200, Little Rock, AR 72201

Jackson Walker*

Contact: Michael J. Nasi, Attorney at Law

Phone: 512-236-2216

Address: 100 Congress Avenue, Suite 1100, Austin, TX 78701

Arkansas Forest & Paper Council*

Contact: Brent Stevenson, Executive Director

Phone: 501-372-4500

Cell: 501-519-7260

Email: brent@brentstevensonassociates.com

Address: 318 South Pulaski Street, Little Rock, AR 72201

*Proposed additional contacts for testimony.
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ENERGY RESOURCES PLANNING TASK FORCE

March 29,2021 | 3:00 p.m.

TESTIMONY QUESTIONS

PUBLIC SERVICE COMMISSION

1.

10.

11.

What energy source could augment natural gas enough to ensure an adequate supply of
electricity during a weather condition like Arkansas experienced in February of 20217?

Are there any incentives the state could provide to help ensure an adequate supply of
electricity?

Is there anything the state can do through regulatory requirements or incentives to help
with adequate supplies of diesel for back-up generation?

Could additional Liquefied Petroleum Gas Peak Shaving help prior to or after the custody
transfer/city gate with natural gas end use or electrical generation?

What would be your recommendations going forward to help ensure adequate supplies
of both natural gas and electricity for the state?

With respect to the planned changes in the electric generation capacity mix over the next
decade, what steps are being taken to ensure that the mix can provide sufficient generation
to serve peak load during extreme weather events?

Are there reasonably available storage solutions for natural gas or electricity that could
be implemented in the state? What are current barriers to deployment of storage
technologies? Are there uses for these storage solutions during day-to-day operations in
addition to providing backup during extreme peaking events so as to reduce the cost to
value ratio? Are there changes to Arkansas law, Public Service Commission tariffs, or state
agency rules that would be needed to be made to implement these strategies? If so, what
changes would you suggest?

To what extent did implementation of energy efficiency programs by the utilities in
accordance with Public Service Commission rules reduce the need to shed load during
the February weather event? Are there changes to the energy efficiency rules, targets, or
Energy Office programs that should be made to put downward pressure on electricity and
natural gas heating demand through increased energy efficiency?

Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

What regulatory requirement could be changed or done away with that would allow or
help ensure adequate supplies of natural gas both for end use and electrical generation?

What new regulatory requirement could be put in place that would allow or help ensure
adequate supplies of natural gas both for end use and electrical generation?
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ELECTRIC UTILITIES

(Entergy, Arkansas Electric Coop, Southwestern Electric, Oklahoma Gas and Electric, Empire
District Electric, Arkansas Municipal Power Association)

1.

10.

11.

12.

What energy source could augment natural gas enough to ensure an adequate supply of
electricity during a weather condition like Arkansas experienced in February of 20217?

Are there any incentives the state could provide to help ensure an adequate supply of
electricity?

Is there anything the state can do through regulatory requirement or incentives to help
with adequate supplies of diesel for back-up generation?

Could additional Liquefied Petroleum Gas Peak Shaving help with additional electrical
generation?

What would be your recommendations going forward to help ensure adequate supplies
of electricity for the state?

With respect to the planned changes in the electric generation capacity mix over the next
decade, what steps are being taken to ensure that the mix can provide sufficient generation
to serve peak load during extreme weather events?

Are there reasonably available storage solutions for gas or electricity that could be
implementedinthe state? Whatare currentbarriersto deploymentof storage technologies?
Are there uses for these storage solutions during day-to-day operations in addition to
providing backup during extreme peaking events so as to reduce the cost to value ratio?
Are there changes to Arkansas law, Public Service Commission tariffs, or state agency rules
that would be needed to be made to implement these strategies? If so, what changes
would you suggest?

To what extent did implementation of energy efficiency programs by the utilities in
accordance with Public Service Commission rules reduce the need to shed load during
the February weather event? Are there changes to the energy efficiency rules, targets, or
Energy Office programs that should be made to put downward pressure on electricity and
natural gas heating demand through increased energy efficiency?

Are there changes that you would suggest integrated system operators consider to their
dispatch process to allow for increasing generation for the purposes of holding electricity
in storage (e.g. pump storage or battery) in advance of a forecast extreme weather event?
If so, what changes would you recommend? Are there constraints in place from Federal
Energy Regulatory Commission or North American Electric Reliability Corporation that
would prevent implementation of such changes?

Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

What regulatory requirement could be changed or done away with that would allow or
help ensure adequate supplies of natural gas?

What new regulatory requirement could be put in place that would allow or help ensure
adequate supplies of natural gas?
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13.

Describe your preparedness and allocation process for critical energy resources during
extreme events.

14. Describe your notification process to end users when curtailing services. How does the

end user appeal or request consideration of unique circumstances upon notification?

NATURAL GAS PRODUCERS AND SUPPLIERS
(Center Point Energy, Ark Ok Gas Corp, Black Hills Energy , AIPRO)

1.

10.

11.

What improvements could be made to the weatherization of gas wells and other gas
infrastructure in Arkansas, Oklahoma, and Texas to prevent a natural gas resource constraint
like what was experienced during the February weather event? Should changes be made
to Arkansas law or state agency rules to implement these changes for Arkansas’s natural
gas infrastructure?

To what extent can Arkansas coordinate with Texas and Oklahoma to ensure that the region
has adequately weatherized natural gas infrastructure?

What regulatory requirement could be changed or done away with that would allow or
help ensure adequate supplies of natural gas?

What new regulatory requirement could be put in place that would allow or help ensure
adequate supplies of natural gas?

Are there any incentives the state could provide to help ensure an adequate supply of
natural gas?

Could additional Liquefied Petroleum Gas Peak Shaving help prior to or after the custody
transfer/city gate?

What would be your recommendations going forward to help ensure adequate supplies
of natural gas for the state?

Are there reasonably available storage solutions for natural gas that could be implemented
in the state? What are current barriers to deployment of storage technologies? Are there
uses for these storage solutions during day-to-day operations in addition to providing
backup during extreme peaking events so as to reduce the cost to value ratio? Are there
changes to Arkansas law, Public Service Commission tariffs, or state agency rules that
would be needed to be made to implement these strategies? If so, what changes would
you suggest?

Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

Describe your preparedness and allocation process for critical energy resources during
extreme events.

Describe your notification process to end users when curtailing services. How does the
end user appeal or request consideration of unique circumstances upon notification?
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REGIONAL TRANSMISSION ORGANIZATIONS
(MISO, SPP)

1.
2.

What is your role and responsibilities during shortages of critical energy resources?

What energy source could augment natural gas enough to ensure an adequate supply of
electricity during a weather condition like Arkansas experienced in February of 20217?

With respect to the planned changes in the electric generation capacity mix over the next
decade, what steps are being taken to ensure that the mix can provide sufficient generation
to serve peak load during extreme weather events?

Are there changes that integrated system operators need to consider to their dispatch
process to allow for increasing generation for the purposes of holding electricity in
storage (e.g. pump storage or battery) in advance of a forecast extreme weather event?
If so, what changes would you recommend? Are there constraints in place from Federal
Energy Regulatory Commission or North American Electric Reliability Corporation that
would prevent implementation of such changes?

Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

What regulatory requirement changed or done away with that would allow or help ensure
the adequate supply of electricity in the state?

What new regulatory requirement could be put in place that would allow or help with the
supply of electricity in the state?

Describe your preparedness and allocation process for critical energy resources during
extreme events.

Describe your notification process to end users when curtailing services. How does the
end user appeal or request consideration of unique circumstances upon notification?

LIQUEFIED PETROLEUM GAS

PIPELINE
(Enterprise Products Products Partners LP)

1.

What existing regulatory requirement could be changed or done away with that would
help strengthen your position within the state?

What new regulatory requirement could be putin place to ensure adequate supply during
shortages of critical energy resources?

Are you aware of any planned additional Liquefied Petroleum Gas pipeline terminals
within the state in the near future?

Are additional pipeline terminals within the state possible?

Are there any incentives the state could provide that would strengthen your position within
the state or could help add additional terminals?
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6. In order to pull product off your line do you have a minimum barrel requirement?

7. Do you work off of annual purchase for seasonal allocation?

8. What would be the suggested total above ground Liquefied Petroleum Gas storage
requirement to adequately serve a terminal?

9. Are there currently any points along your pipeline in Arkansas that would readily lend
itself to building a terminal?

10. Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

11. Describe your preparedness and allocation process for critical energy resources during
extreme events.

12. Describe your notification process to end users when curtailing services. How does the
end user appeal or request consideration of unique circumstances upon notification?

TERMINALS

(NGL, Targa, CHS)

1. Arethere anyincentives the state could provide that would strengthen your position within
the state?

2. Do you currently have any expansion plans within the state?

3. What would be your recommendations to help secure adequate supplies of Liquefied
Petroleum Gas for the end user within the state?

4. Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

5. What existing regulatory requirement could be changed or done away with that would
help strengthen your position within the state?

6. What new regulatory requirement could be put in place that would help strengthen your
position within the state?

7. Describe your preparedness and allocation process for critical energy resources during
extreme events.

8. Describe your notification process to end users when curtailing services. How does the

end user appeal or request consideration of unique circumstances upon notification?

TRANSPORTATION

(Silica Transport, Ozark Petroleum)

1.

Are there any incentives the state could provide that would strengthen your position within
the state?

What would be your recommendations to help secure adequate supplies of Liquefied
Petroleum Gas for the end user within the state?
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Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

4. What existing regulatory requirement could be changed or done away with that would
help strengthen your position within the state?

5. What new regulatory requirement could be put in place that would help strengthen your
position within the state?

6. Describe your preparedness and allocation process for critical energy resources during
extreme events.

7. Describe your notification process to end users when curtailing services. How does the
end user appeal or request consideration of unique circumstances upon notification?

DEALER

(Craft Propane, Sungas, APGA)

1. Arethere anyincentives the state could provide that would strengthen your position within
the state?

2. Would increasing storage with in the dealer network help manage an adverse weather
event?

3. Would an increase in the number of wholesalers within the state help manage an adverse
weather event?

4. Would an increase in the number of pipeline or rail terminals within the state help manage
an adverse weather event?

5. Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

6. What existing regulatory requirement could be changed or done away with that would
help strengthen your position within the state?

7. What new regulatory requirement could be put in place that would help strengthen your
position within the state?

8. Describe your preparedness and allocation process for critical energy resources during
extreme events.

9. Describe your notification process to end users when curtailing services. How does the

end user appeal or request consideration of unique circumstances upon notification?
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ENERGY USERS

(Arkansas Electric Energy Consumers, Arkansas State Chamber of Commerce, Arkansas
Environmental Federation)

1.

Do Arkansas business owners whose facilities were asked to curtail operations during the
February weather event feel they were treated fairly and given adequate notice? Would
you suggest any changes to the prioritization of gas and electricity or communications
regarding extreme weather events? If so, what changes would you make?

Did the curtailment during the load shedding event damage or reduce the effectiveness
of environmental quality control equipment? Are there strategies that could have been
implemented to mitigate the impacts of curtailment and the extreme cold on control
equipment?

Are there other entities not included in the Executive Order from which the Energy
Resources Planning Task Force should hear testimony?

Describe your preparedness and allocation process for critical energy resources during
extreme events.

Describe your notification process to end users when curtailing services. How does the
end user appeal or request consideration of unique circumstances upon notification?
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ENERGY RESOURCES PLANNING TASK FORCE

Meeting Agenda
May 12,2021 | 3:30 p.m.

TASK FORCE MEMBERS

Secretary Becky Keogh, Department of Energy & Environment
Secretary Mike Preston, Department of Commerce

Director Lawrence Bengal, Oil and Gas Commission

Director Kevin Pfalser, Liquefied Petroleum Gas Board

ZOOM CALL INFORMATION

Meeting Link:
https://zoom.us/j/98092202656?pwd=bmdOMHhONkKRuUM3FOSmhNRGNOTzdvUT09

Meeting I.D.: 980 9220 2656
Passcode: 896330

AGENDA ITEMS

3:30 p.m. e Call meeting to order

3:35 p.m. e Pre-filed testimony status
3:50 p.m. e Hearing schedule

4:05 p.m. e Testimony format discussion

4:30 p.m. e Adjourn meeting



ENERGY RESOURCES PLANNING TASK FORCE

MINUTES

DETAILS

Date and Time: 5/12/21 | 3:30 pm

Location: Zoom

Subject: Testimony Status and Hearing Schedule

Task Force

Becky Keogh, E&E Kevin Pfalser, Liquified Lawrence Bengal, Oil and Gas

Secretary, Task Force Chair ~ Petroleum Gas Board Director, Commission Director, Task
Task Force Member Force Member

Michael Preston, Commerce

Secretary, Task Force

Member

Other Attendees

Donnally Davis Tricia Treece Shane Khoury

Troy Deal

AGENDA ITEMS

1. Call to Order Secretary Keogh

Secretary Keogh, as Task Force Chair, called the meeting to order at 3:30 pm
2. Pre-Filed Testimony Status Task Force Members

Twenty-three entities responded to questionnaires. Some entities requested a time extension for
submission of written testimony. Others stated that it might be difficult for them to submit in
writing a response representative of all members of their diverse membership and that some of
the questions address issues with which their membership may not deal with. Entities also
expressed the need to ensure that they do not limit their ability to be responsive to other inquiries.

Task force members agreed to review the written testimony received to date in advance of
hearings scheduled for late May/early June
3. Testimony Schedule Task Force Members

Secretary Keogh introduced a proposed testimony schedule produced by E&E staff for
discussion. Task force members discussed availability and suggested revisions to the schedule.

The revised schedule suggested by task force members is as follows:
Thursday, May 27: PSC, AG, RTOs, Energy Users

Tuesday, June 1: Natural Gas Suppliers, Electric Utilities

Wednesday, June 2: Liquefied Petroleum, Miscellaneous, and Follow-up.



The task force also discussed the possibility of setting up a make-up date if entities from which
testimony was requested could not make the assigned date.

4. Testimony Format Discussion Task Force Members

Task force members discussed providing 3 — 5 minutes for each entity to introduce their
perspective on the event followed by the opportunity for each task force member to ask one
question of the entity.

5. Adjournment Secretary Keogh

Secretary Keogh adjourned the meeting at approximately 3:55 pm.



’ ‘ , ARKANSAS
H ENERGY & ENVIRONMENT

FOR IMMEDIATE RELEASE:
May 26, 2021

Energy Resources Planning Task Force Public Hearing Notice

NORTH LITTLE ROCK—The Energy Resources Planning Task Force will hold its first of three
public hearings at 1:30 p.m. on May 27, 2021. All organizations that have been asked to provide
testimony have been notified.

The public hearing will be live-streamed on Arkansas PBS at: https://www.myarkansaspbs.org/
arcan/home. If you are unable to access the meeting via television or internet, then please contact
EEComms(@adeq.state.ar.us to obtain instructions for how to listen via telephone.

On March 3, 2021, Governor Hutchinson signed Executive Order 21-05 to establish the Energy
Resources Planning Task Force. The Task Force is made up of the Arkansas Department of Energy
and Environment, the Oil and Gas Commission, the Liquefied Petroleum Gas Board, and the
Department of Commerce.

CONTACT: EE-Press(@adeq.state.ar.us
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ENERGY RESOURCES PLANNING TASK FORCE

PUBLIC HEARING AGENDA

THURSDAY, MAY 27, 2021
1:30 p.m.-4:30 p.m.

1:30 p.m.— Call Meeting to Order
3:00 p.m.
Public Hearing Guidelines:
e Task Force Chair will moderate
e Testimony will be limited to five minutes
o Q&A will be limited to fifteen minutes

Order of Testimony:

1. Public Service Commission, Chairman Ted Thomas

2. Attorney General Office, Deputy Attorney General Chuck Harder

3. Mid-Continent Independent Systems, Executive Director Daryl Brown and
Legal Counsel Randall Bynam

4. Southwest Power Pool, Executive Vice President and General Counsel
Paul Suskie

3:00 p.m. Recess
3:15 p.m.— Call Meeting to Order
4:30 p.m.

Public Hearing Guidelines:

e Task Force Chair will moderate

e Testimony will be limited to five minutes
o Q&A will be limited to fifteen minutes

Order of Testimony:

1. Arkansas Environmental Federation, Executive Director Ava Roberts

2. Arkansas Electric Energy Consumers, Executive Director Steven Cousins

3. Arkansas Forest and Paper Council, Executive Director Brent Stevenson,
Attorney Kelly McQueen, Retired General Manager Domtar Buddy Allen

. Quattlebaum Law Firm, Managing Member Michael Heister

N~



ENERGY RESOURCES PLANNING TASK FORCE

MINUTES

DETAILS

Date and Time: 5/27/21

| 1:30 pm —4:30 pm

Location:
on Arkansas PBS
Subject: Public Hearing
Task Force
Becky Keogh, E&E Kevin Pfalser, Liquefied

Secretary, Task Force Chair

Steve Sparks, Director,
Existing Business Resources,
representing Mike Preston,
Commerce Secretary

Other Attendees

Mike Ross, Senior Vice
President, Southwest Power
Pool, Inc.

Michael Heister, Attorney,
Quattlebaum, Grooms &
Tull PLLC

Shawn McMurray,
Attorney, representing
AEEC and AGC

Chuck Harder, Arkansas
Attorney General’s Office

Ted Thomas, Chairman of
Arkansas Public Service
Commission

Kelly McQueen, Attorney,
representing AFPC

Petroleum Gas Board Director,
Task Force Member

Trent Minner, Assistant
Attorney General, Arkansas
Attorney General’s Office

Daryl Brown, Executive
Director, External Affairs
South Region, Midcontinent
Independent System Operator,
Inc. (MISO)

Randall Bynum, Partner,
Dover Dixon Horne PLLC

Paul Suskie, Executive Vice
President, Policy and
General Counsel, Southwest
Power Pool, Inc. (SPP)

Caleb Stanton, Legisltavie
and Agency Liaison for
Energy, Environment and
Transportation,Arkansas
Governor’s Office

Buddy Allen, AFPC

Department of Energy and Environment (E&E) Headquarters, Live streamed

Lawrence Bengal, Oil and Gas
Commission Director, Task
Force Member

Leslie Davis, President,
Arkansas Environmental
Federation (AEF)

Steven Cousins, Executive
Director, Arkansas Electric
Energy Consumers, Inc.
(AEEC) and Arkansas Gas
Consumers, Inc. (AGC)

Madison Wright, Dover
Dixon Horne PLLC

Christina Baker, Assistant
Attorney General, Arkansas
Attorney General’s Office

Brent Stevenson, Director,
Arkansas Forestry and Paper
Council (AFPC)

Ava Roberts, Executive
Director, Arkansas



Environmental Federation

John Bethel, Director of Shane Khoury, E&E
Public Affairs, Entergy Donnally Davis, E&E
Arkansas, Inc.

Andrea Hopkins, E&E Daniel Pilkington, E&E Troy Deal, E&E

Tricia Treece, E&XE Beth Thompson, E&E Julie Link, E&E

AGENDA ITEMS
1. Call to Order Secretary Keogh

Secretary Keogh, as Task Force Chair, called the meeting to order at 1:35 pm. Secretary Keogh
explained hearing logistics. For each organization, opening testimony was limited to five minutes
with up to fifteen minutes for questions and answers from Task Force Members

2. Summary of Chairman Ted Thomas’ Public Service
Testimony Commission Chairman

Chairman Ted Thomas explained that natural gas production was a problem during the February
2021 winter event. It was too cold for some of the natural gas production that the system relies upon.
In addition, other generation assets did not meet expected performance levels.

Chairman Thomas provided three suggestions for long-term planning of energy resources:

1) Do not silo the reliability discussion from climate policy discussion. A better political debate
of carbon reductions, cost to consumers, and reliability is needed.

2) Weneed to explore demand response to match intermittent generation with intermittent load.
There should be appropriate price signals that incentivize consumers to voluntarily reduce
load when needed.

3) Existing generation assets need to perform better when called upon.

Chairman Thomas was asked whether there is a backup fuel of choice if a fuel source is interrupted.
Chairman Thomas responded that a fuel source isn’t secure if someone wants to ban it. He suggested
looking into demand response and market-based policies.

Chairman Thomas was asked whether dispatchable generation, such as the coal plant in
Independence County, should remain operational. Chairman Thomas responded that what really
matters is the regional resource mix. Even if Arkansas’s resource mix is perfect, we would still be
blacked out if there is a blackout in the region. We should study whether dispatchable generation
should remain, but there are downsides to preserving older resources: the Independence units were
some of the units that had difficulty running during the event, they are older and harder to maintain,
they are the largest un-scrubbed plants, making them a target for expensive emission control
retrofits, and a future carbon policy could make the units even more costly to run.

Chairman Thomas was asked whether there was anything the state could do to independently require
fuel usage. Chairman Thomas responded that it was easy to require a fuel to be used, but a violation
of federal law to prohibit the fuel from crossing the state line. The problem is a question of cost. If
federal policy puts a carbon tax in place and we have mandated use of a high carbon fuel, we are



mandating that we have to spend more than we would otherwise have to. There is value in diversity
rather than putting all of the eggs in the cheapest basket when there is risk.

Chairman Thomas was asked whether price or politics are driving fuel choice right now. Chairman
Thomas responded that it is mostly price. However, he discussed the need to address subsidies. A
subsidy is justified to scale up a technology, but not once technology becomes scaled. For wind, the
production tax credit is no longer needed. The solar investment credit subsidy is better structured
because it reduces the amount of the subsidy as costs go down. Chairman Thomas suggested taking
the wind subsidy away and instead subsidizing storage to scale up that technology.

3. Summary of Testimony from Chuck Arkansas Attorney
Harder, Deputy Attorney General for General’s Office
Public Protection

Mr. Harder explained that the Attorney General’s Office is looking into what happened in two
capacities: as the consumer advocate for Arkansas and as the ratepayer advocate for Arkansas. The
Attorney General’s Office is investigating operational issues during the event, costs to consumers,
and whether there was any price gouging.

Mr. Harder was asked if there were any recommendations that the Task Force should work on to
benefit what the Attorney General’s Office and Public Service Commission are doing. Mr. Harder
suggested looking into how we determine who is shut off first if an energy shortage event happens
again, whether there are facilities that are critical to continue to operate to prevent large-scale
economic damage, and providing tools to municipal utilities so they have the ability to pay if fuel
costs rise due to a shortage.

Mr. Harder was asked if the Attorney General’s Office would be investigating price gouging, and if
the natural gas supply had not been affected by the weather event. Mr. Harder responded that they
perform an investigation whenever the Governor declares an emergency, but the investigation
probably would not have been as intense if the freeze offs had not occurred.

4. Summary of Testimony from Daryl MISO
Brown, Executive Director, External
Affairs South Region

Mr. Brown provided a report to Task Force members that steps through what happened, lessons
learned, MISO operations during the event, and important considerations related to the reliability
imperative.

Mr. Brown pointed out that this was the most extreme weather event facing the MISO region in the
last 30 years. Their approach served the region well in the past, but must be revised to address
challenges faced today. There are different risk profiles as more renewable energy enters the system
and based on a predicted increase in extreme events.

Mr. Brown provided 5 key takeaways:

1) Generation performance is critical

2) Weatherization can mitigate risk. Standard criteria should be established.

3) Resource adequacy planning needs to change to a seasonal model instead of annual. Currently,
they plan around the summer peak. However, there were times during the February 2021 storm when
load exceeded the summer peak.

4) Adequate transmission is vital. There was adequate energy produced during the storm, but
transmission constraints hindered delivering electricity where it was needed.

5) Improved planner tools are needed for the operations of the future.

Mr. Brown was asked whether gaps in transmission were identified and if Mr. Brown had



recommendations to address them.

Unlike ERCOT- the grid in Arkansas is more interconnected. Power can flow across different
footprints in the Eastern Interconnect. MISO’s Reliability Imperative Living Document (provided to
the Task Force) outlines recommendations for what needs to take place to fill those gaps. MISO does
not own the assets so discussions among utilities and regulators in the fifteen states where MISO
operates is needed to look at what to build and how to pay for it.

Mr. Brown was asked whether MISO has any influence on fuel type for new plants. Mr. Brown
explained that MISO doesn’t decide what to build. Their goal is to ensure the lowest cost of
generation to meet demand.

Mr. Brown was asked about whether there were any renewable fuels that are not intermittent. Mr.
Brown explained that renewable energy sources on the grid are all intermittent. However, there is
some work being done to evaluate the use of hydrogen as a renewable energy source.

Mr. Brown was asked about how ad hoc conversations held during the February 2021 event might be
formalized. Mr. Brown suggested that they could have quarterly or semi-annual meetings to discuss
public-private partnerships. Mr. Brown suggested that the Public Service Commission would be best
situated to formalize such an ongoing conversation.

Mr. Brown was asked about the composition of the fuel mix in the MISO footprint. Mr. Brown made
Task Force members aware that there is a MISO app that shows the fuel mix at any given time. Mr.
Brown explained that the ability to leverage energy from across the MISO region and across the
Eastern Interconnect is the key to being successful at assuring reliability.

Mr. Brown also mentioned a report that MISO put together on a forward-looking report on
electrification. The preliminary findings from this report were introduced to the Task Force and
provided to the court reporter.

5. Summary of Testimony from Paul SPP
Suskie, Executive Vice President of
Regulatory Policy and General
Counsel

Mr. Suskie explained that the February 2021 event was the first in SPP’s 80 year history where they
had a load shedding event of this magnitude region wide. Mr. Suskie pointed out that although this
was a first for SPP, it has occurred multiple times across the country. SPP is presenting a
comprehensive report on lessons learned from the event to its Board of Directors in July. Mr. Suskie
praised Ted Thomas for his expertise and assistance on the Regional State Committee. Mr. Suskie
explained that SPP is a transmission planner and a market operator that balances load with
generation on the system. Too much or too little generation can lead to blackouts. Mr. Suskie
described three load shedding events in SPP during the February 2021 event and explained that
cascading blackouts did not occur because they were able to pull energy across the entire eastern
interconnect. Mr. Suskie explained that the cost of natural gas directly impacts the market because in
most cases cheap gas is setting the market value.

Mr. Suskie was asked whether there were any lessons learned. Mr. Suskie explained that they valued
their coordination with MISO on planning for the grid of the future, seams projects, and other
maters. MISO provided a large amount of power to the SPP footprint during the event. Many of the
lessons learned from a 2018 event were implemented during the February 2021 event.

Mr. Suskie was asked what the source of the power imported into SPP was during the event. Mr.
Suskie explained that you cannot know the fuel source when you are pulling in energy at that
volume.



Mr. Suskie was asked how the changing fuel mix will affect the ability to respond to events in the
future absent a natural gas disruption. Mr. Suskie explained that coal and natural gas
underperformed, based on what those resources are credited for reliability purposes. Mr. Suskie
explained that you dispatch the cheapest energy first and that wind bids in negative prices on the
market. In a deregulated system like ERCOT without a capacity market, the cheapest generation gets
built. Vertically integrated systems, such as the SPP state systems, provide more protection.

Recess 2:45 pm —3:15 pm

6. Summary of Testimony AEF
from Ava Roberts,
Executive Director

Ms. Roberts explained that the AEF members who responded to questions submitted by the Task
Force indicated that earlier and more detailed information is needed before curtailment. Members
who responded indicated that curtailment did not reduce the effectiveness of environmental control
equipment.

Ms. Roberts was asked about how the notification process should change, whether any members
have the ability to generate their own electricity if there is a load shed, and whether there was a
differentiation in notices from electricity and natural gas. Ms. Roberts responded by stating that
AEF’s members did not go into detail on those issues, but that she is happy to follow-up with them
to get answers to the questions posed by task members.

7. Summary of Testimony AEEC and AGC
from Steve Cousins,
Executive Director and
Shawn McMurray,
Outside Counsel

Mr. Cousins explained that the February 2021 winter event was a tale of two cities. He is not aware
of a single group in his membership that had electricity interrupted who were not on an interruptible
contract. On the natural gas side, most members with equipment that could be damaged by cold
weather weren’t aware of the procedure to an file plant protection affidavits and some didn’t know
they were going to be curtailed until someone showed up to shut off the gas.

Mr. Cousins also explained that many customers were not aware of the spot price of gas that they
were purchasing. Mr. Cousins suggested improvement in real-time price signaling would allow
customers to make a business decision to self-curtail when prices get too high.

Mr. Cousins was asked whether there was a need to have a required notification process from a
regulatory standpoint or best practice. Mr. Cousins emphasized that the notification system on the
electric side is working and that the notification requirements are spelled out in the tariff. Although
the ability to obtain a special needs waiver is in the gas tariff, not many people are aware of it.
Nothing in the tariff talks about notifications and advanced warning.

Mr. Cousins was asked about possible solutions to provide more transparency of real-time costs for
gas. Mr. Cousins explained that he wasn’t sure about a regulatory basis for solving the real-time cost
transparency issue. However, there could be requirements spelled out in private contracts. Mr.
Cousins suggested that suppliers could provide a notice when the Henry Hub spot price for gas takes
a major jump in cost. Mr. Cousins also explained that current firm and interruptible parts of a gas
contract are primarily set up for addressing issues with pipeline capacity, not lack of gas in the
pipeline.

Mr. Cousins was asked about who a special needs waiver is filed with. Mr. Cousins explained that it



is filed with the interstate pipeline company.

Mr. Cousins was asked about who was affected by curtailments in his membership. Mr. Cousins
indicated that he doesn’t have a feel on how the decisions on who got gas and who didn’t were made.
Mr. Cousins indicated that on the propane side, the biggest single problem was truck traffic being
hampered. This made it difficult to re-supply.

8. Summary of Testimony AFPC
from Kelly McQueen,
Buddy Allan, and Brent
Stevenson, Director

Ms. McQueen emphasized the large footprint of AFPC members in Arkansas. Ms. McQueen
recommended that there should be quicker communication and appropriate price signals for natural
gas, ensuring that federal and state rules regarding gas infrastructure do not conflict, and education
about affidavits. Ms. McQueen suggested looking at what can be done to enhance interruptible tariff
design to bring appropriate value to interruptible customers.

Ms. McQueen was asked whether there were any conflicting rules with respect to DEQ. Ms.
McQueen stated that it was more of an issue with utility rules.

Ms. McQueen was asked how many of AFPC members experienced a curtailment and whether it
was a natural gas curtailment, electricity curtailment, or both. Ms. McQueen explained that all of
their members experienced curtailment. It was a combination of gas and electric depending on the
particular circumstance. Ms. McQueen explained that there were a number of members who were
curtailed for gas. Most had affidavits in place, but some did not. Members lost tens of millions of
dollars due to the need for extra man hours, equipment downtime, increased prices, and damaged
equipment.

Ms. McQueen suggested that members didn’t have the opportunity to make business decisions based
on the exaggerated costs. They operated and then were billed. Ms. McQueen suggested that this is a
contractual issue and that better price signaling would help members to decide when to self-curtail
rather than pay exorbitant prices. Ms. McQueen suggested that the supplier should be responsible for
that communication.

Ms. McQueen was asked whether the cost and damagers were more due to electric or gas. She
indicated that gas curtailment is easier to deal with when you have notice. Loss of electric is sudden.

Ms. McQueen was asked whether AFPC was helping to educate members. Ms. McQueen indicated
that AFPC is well positioned to help.

9. Summary of Testimony Quattlebaum, Grooms, &
from Michael Heister, Tull PLLC
Attorney

Mr. Heister praised state agency staff for being available to pick up the phone and work with him
during the event. Mr. Heister explained that clients got short notice that they were going to be shut
off because they don’t have a special needs affidavit. Putting one together was a quick turnaround
and there was no assurance that once on file, the natural gas would be there.

Mr. Heister also pointed out that there were water disruptions due to loss of electricity at water
pumps. Mr. Heister urged the Task Force to step back and think about big picture issues. Mr. Heister
suggested enhancing education about special needs affidavits. Mr. Heister suggested the Task Force
should consolidate its findings in a place that can be used to advise clients. Mr. Heister also
suggested a trigger for notice if the price of gas increases by a certain percentage. He also suggested



that there be a voluntary stress test on the system.

Mr. Heister was asked what resources would fund the voluntary stress test and what it should look
like. Mr. Heister suggested soliciting feedback on the problems they saw and what kind of equipment
is likely to fail. Consultants could create advanced guidance and checklists to advise companies of
weaknesses in their internal infrastructure.

Mr. Heister was asked about stress testing for smaller organizations. Mr. Heister suggested that the
Task Force could compile a tool kit for assessing energy vulnerabilities rather than having
consultants create them from scratch for each company.

10. Closing Remarks Secretary Keogh

Secretary Keogh concluded the hearing at 4:15 pm.
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PROCEEDINGS
May 27, 2021

MS. KEOGH: Today is May 27, 2021.
Appreciate you all joining us here at the
Arkansas Department of Energy and Environment
Headquarters. We come here today to hear
testimony for the Energy Resources Planning
Task Force at the commission of Governor Asa
Hutchinson. I’'m Becky Keogh. I’m Secretary of
the Arkansas Department of Energy Environment
and I have the pleasure of serving this task
force, along with Secretary of Commerce, Mike
Preston, Director of the 0il and Gas
Commission, Larry Bengal, and Kevin Pfalser,
who is the Director of the Liquefied Petroleum
Gas Board. Today, representing Secretary
Preston, we’re happy to welcome, Steve Sparks,
Director of AEDC, Central Business Resources
Division. So we’re happy to have Steve join us
on behalf of Mike Preston, who is out of state.

On March 3rd of 2021, Governor Asa
Hutchinson signed Executive Order 2105, that
established the Energy Resources Planning Task
Force. Hopefully, you’ve had a chance to see

this Executive Order, which lays out the
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purpose and the goals of the task force. The
purpose of this hearing today, as the process,
is to gather information, specifically today
from testimony, in order to better prepare our
states energy infrastructure, in the event of
another statewide emergency, as we experienced
in February of this year.

As chair of the task force, I will be
calling names of organizations that have
cffered and are willing to provide testimony
today. So those of you, I appreciate you being
here today. Thank you so much. When I call
out the organization that you represent, please
come to the podium, and state your name, and
title, and the organization for the record,
because we’'re recording this for future review.

We are asking each speaker to -- or each
actual organization, to limit testimony to five
minutes. Some of you may have multiple
speakers, so we ask that you share that time,
if possible, as far as any kind of statement
you want to make, opening statement today, in
your testimony. After you complete your
presentation, then I will open the floor to our

task force members to ask questions of each of
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the representatives. We’ve allotted about 15
minutes, to try to stay on track. We’re going
to hear from a large number of parties, some
today, and we look forward to being able to ask
you some specific questions, that might help us
better develop a report, that’s due to the
Governor in the upcoming months.

So Andrea Hopkins is here, sitting at the
front desk, to be the regulator of time for
this process. She will keep time, and I know
that she will respectfully declare when your
time is getting close, and hopefully you’ll
respect her request to stay within those time
limits, just for the benefit of all the other
speakers, and respectful of those watching and
joining us. We are live streaming this
hearing, so for the benefit of the public and
others.

We do have two additional days of hearings
scheduled. TIf you want information about
those, you’re welcome to get them while you’re
here for those that speak today, and we’ll live
stream those hearings when they occur next
week.,

I think I will go back to my original
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agenda, and I'm going to open the testimony by
asking the Public Service Commission to come
forward as our first speaker. Chairman Thomas,
if you will just provide your name, title, and
the organization after -- in a moment, when we
get started. I’'ve just got to mention, that
following Chairman Thomas -- we appreciate you
being here Chairman Thomas today. It’s a
privilege having you here today. The Attorney
General’s Office, will -- we’'ve asked them
(indiscernible) Attorney General’s Office
following Chairman Thomas and the questions
that we have for him.

So with that, I will now turn the mic over
to you, Chairman Thomas, to begin the process.
Again, we're asking for a limit of five minutes
in an opening statement and then we’ll -- I’11
ask the task force members if they have any
gquestions of you. Thank you so much.

MR. THOMAS: Thank you, Secretary Keogh,
members of the task force. I’'m Ted Thomas.

I'm Chairman of the Public Service Commission.
I'd first like to note, I speak for myself; not
my colleagues. These issues are when you’re

applying someone with stuff that we do, they
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have formal hearings. It often puts me in an
awkward spot, participating in public
discussion while not directly prejudging
issues, so that’s a line I typically try to
walk, but I also like to participate in full
discussion, because that’s how we
(indiscernible) .

When one looks at the events that happened
in February, the good news is we nicked the
wall. If you want to see what crashing into
the wall looks like, you can look further south
in Texas. They crashed into the wall. We met
the wall. Folks in this business, the
engineers that built the system (indiscernible)
and i1t happened here, so it’s a concern, but we
nicked the wall; we didn’t slam into 1it.

Why did that happen? Again, this 1is
preliminary. I brought three things that I’1l1
hand out. These are two charts that basically
show the same thing. The problem is a natural
gas reduction. If you look at this chart, you
can probably see it from there, there’s a huge
grid dip that recovers and it was too cold for
some of our natural gas reduction that we count

on. That’s what happened, more than anything
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else.

Now, when we have something like this any
incremental factor could be considered
(indiscernible) so important to what we expect.
The problem is when you have a deal like this,
you get into what I call the stupid
(indiscernible) awards, which I regard as part
of the problem, because instead of the policy
response, what we often get is the public
relations corporate response. So the gas folks
have correctly points out, that they were
serving more load than anything else, but the
problem is, they’re making the wrong message.
The real message they should be making in my
view isn’t that, you know, 1t wasn’t us. It
was this is a world without natural gas,
because this debate is inevitably tied to the
climate debate, because that which we do to
protect ourselves, with cost increases related
to the climate debate intermittence causes
problems, potentially at eye levels of
deployment, when you look at reliability
issues.

So we have two related policies that cross.

What we need is not corporate public relations.
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What we need is policy debate. We don’t have
the policy debate. Yesterday Politico did an
online news site. That it was a bad day for
big 0il, because they lost a couple of
shareholder votes, and lost a case in Europe,
which basically a court imposed carbon
reduction. The word consumer hardly appears in
that article.

The corporate folks assured us that they
are committed to carbon reduction. The special
interests, you know, counted their victory.
Nobody mentioned the consumer, and here we have
to (indiscernible) consumer on costs, and when
you debate the climate issue the way it’s been
debated, you’re not protecting the consumer and
if you use liability issues as a reason not to
(indiscernible) climate stuff, you’'re not
protecting the consumer.

The second big question, this is what
happened, is what can we do about it. That’'s a
jurisdictional issue. Here’s another hand out.
This came out from a MISO slide show. This
will be -- one thing I would point out, this is
really a division between one of RPOs regional

(indiscernible) and what the state does. And
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you look at the circle. You know, we have a
data head problem. There’s nothing that we can
do about it. The RPOs are inconsistent.

That’s pretty much all the true until you get
to five and ten year deal. This is on the MISO
side. (Indiscernible) the organization of MISO
states, which are the regulators from all the
states and we do a survey of what’s out there,
and so when we’re figuring out what our
generation mix should be, we know what the
other states are doing and MISO knows what all
the states are doing. So that’s when five
years out, when the authority begins to melt
some and the court (indiscernible) is long term
planning.

So we need to think about the resource mix
over the long term, because the RPOs run the
system on short term. They run what we bring
to the table. We decide what we bring to the
table. But in the business where you want
assets to last 40 or 50 years, there’s a huge
(indiscernible) time and this is why political
debating matters. This is so important.
Because if we make a 40 year commitment, we’re

betting that the politics won’t change on us.
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Because if the politics changes in the day of
natural gas and we bought a gas plan, guess
what? We still get to pay for it, even though
we don’t use it. That’s the situation we want
to avoid. That’s why the politics of the
climate debate is so intertwined. You have to
win the political fight to protect the value of
the resource, because if you lose that, you’ve
made a 40-year commitment, your consumers are
going to be paying something for 40 years that
they don’t use.

So that’s my initial presentation. This is
division of authority, who does what. The
State has long term authority over the resource
mix, RPO climate day to day. What happened in
January -- or February, I mean, gas reduction.
That’s why it came back so fast. Three weeks
after, we didn’t even know it happened, looking
in the system for a 24 hour period. So I’1l1l be
glad to answer any questions. I'’m sure you all
have questions. I look forward to hearing your
questions and presentations of the other
Speakers.

MS. KEOGH: Thank you, Chairman Thomas. I’'m

going to turn this over to each of our task
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force members to ask questions. And thank you
also for providing some pretrial testimony
which we have now before us. I know the
pretrial testimony that you submitted, you talk
about what you do today, liability of the
system, and the effect of the policy issues on
fuel choice and fuel supplies. I guess, is
there any recommendations that you have that we
would want to incorporate in our report
regarding how we prepare the State to address
this -- this 24-hour period, so to speak, as
you talk about, when we had the emergency
event, 1f our (indiscernible) is diverse now,
how would we create -- is there any
recommendations about what our backup fuel
choice would be for our citizens across the
state, should our fuel sources be interrupted
again?

MR. THOMAS: To me one of things -- well,
first of all, you can’t separate these debates
because they are political. Can’t separate
this from the climate, because your fuel
sources and secure (indiscernible), because you
get your butt kicked in every election where

this matters, which is a risk of things
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happening.

Second, if you have a problem with
intermittent load, or intermittent generation,
one of the things you can do is have what we
call the man response, which makes load
intermittent response to that, and to me from a
policy perspective, that’s a very important
thing, having some degree of flexibility with
the load, were you basically get paid to reduce
your load, so you’'re taking a volunteer who
gets paid for it (indiscernible) reduce load is
them, and if you have a price that sets when
people do that, to me that is a market based
policy, they can compete with other new
technologies.

Third, in MISO, while we’re looking at it,
I just want to point out about all of this
stuff and I hope that when you looked at the
reports you saw the technical complexity and
the detail, and rigor that goes into that.

MISO issued a report yesterday, and one of
their recommendations is the existing units
that we have, have got to run at a higher level
of performance. There were units that didn’t

run. There were units that tripped off, and
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because they tripped off, we had to buy natural
gas and the supply crunch; it was very
expensive. One of the things we need to do is
make absolutely sure that the unit’s rate
payers are paying for, when you get the
(indiscernible) determine on when you need
them, and it might be under adverse weather
conditions that they in fact turn on. That
would probably be three main innovations.
First, come put this in a silo. Second, we'’d
explore intermittent load if we have an
intermittent generation problem, and third,
stuff that we haven’t been granted, we ask
(indiscernible.)

MS. KEOGH: All right. Thank you. And I'11
ask Director Pfalser, do you have any questions
for Chairman Thomas?

MR. PFALSER: Yes. And Commissioner Thomas,
I was able to view your testimony that you gave
before the legislature sometime back.

MR. THOMAS: Yes.

MR. PFALSER: And I appreciate your candor.
In reading through the material that you
provided, I don’t know why we don’t just let

you decide what we need to do. It seems like
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it makes a lot of sense. I appreciate your
perspective. In the testimony that you
provided, in the written testimony, on page 9,
we asked the guestion: Over the next decade
what steps will ensure that a mix could provide
the sufficient generation? And there were
three things that you shared with us. Existing
base load, this generation should remain in
operation, on reserve. And I think you were
referring maybe like a hill fire plant, might
be in Independence County, something like that,
that might be planned for (indiscernible) to
maintain that.

MR. THOMAS: Well, we should say that, now,
that’s a cost factor. And another important
thing with all of this, our state is not walled
off. Our state is part of the eastern
(indiscernible) connectors. Basically,
everything west of the continental divide and
it’s all interconnected. The resource mix that
really matters is the regional resource mix.

If the regional resource mix is wrong and
there’s a regional blackout, we will be blacked
out, even if our resource mix is perfect. So

we have to work within -- and it’s not just
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other people that’s citing it. We’ve worked
with those people. We’re stakeholder in their
process. We followed and studied and had great
relationships in my view, but the
(indiscernible) and MISO. We have to remember
it’s a regional thing. We should say that, but
there’s also down sides to that.

A few down sides I can think of, one, these
were among the units that had difficulty
running it, which means we pick the insurance
premium but when it was claim time, they were
off, and that was a $150 million bank of the
envelope guess. These are older plants that
cost a lot. There is also a settlement that
would have financial consequences, but to me
the issue is what’s next after them, and that’s
the decision that is in the four or five years
off time frame.

But I don’t want it to be seen as
(indiscernible) to keeping those. If there is
value there, we want to extract it. Another
problem is they’re the largest unscrubbed coal
plants in the nation. So they’re graduates,
you can use them to work for Joe Biden’s EPA,

and you click admissions, and sort by most, you
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get two Arkansas plants. There was target on
our back.

MR. PFALSER: So could those be retrofitted,
or is --

MR. THOMAS: Well, the retrofit, one is
almost $2 million. Now, I’ve heard that that
estimate was wrong. It will be a rigorous
process before we went and did that. But if
they put tax on carbon, 1f they ban coal,
that’s why the political debate is so
important. That will determine what options we
have, and you have to continue to win, for 50
years, remaining in debt, and the reason why
(indiscernible) awards so the people that are
losing the fuel wars, I'm going to bet on them,
we need (indiscernible) for 40 years, when they
watch the last ten, they just get fresh
everyday, including yesterday.

MR. PFALSER: The second thing that you
pointed out, was to provide a regulatory record
for the RPO’'s, that for -- I guess, the state
next generation, to consider Arkansans first,
in extreme situations.

MR. THOMAS: Now, I think we might have --

I’'m not sure we’'re talking on the same --
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MR. PFALSER: I might have somebody else’s
material?

MR. THOMAS: Yes. My recommendations are on
page 9. The first one is don’t be in
(indiscernible) with respect to the policy
issues. I think we should maintain vigorous
participation in the RPO stakeholder process.
But there is a little bit of difference there,
between that and the mandate to the RPO.

MS. KEOGH: Director Pfalser, I’'m going to
move over to Director Bengal, for a moment, if
he wanted -- we’ll circle back to you, in case
there’s a follow-up question you have.

Director Bengal, did you have guestions for
Chairman Thomas?

MR. BENGAL: Just briefly. Chairman Thomas,
I appreciate your recommendations and comments,
because sometimes it’s hard to say those
things. I really do appreciate that. 1It'’s
good to hear the truth. On your chart for
total (indiscernible), that’s the U.S.
(indiscernible) ?

MR. THOMAS: Yes. I think one of these is
Texas only. One report, came from the National

Gas Association, so I think it’s total, then
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the other chart, came from the Southwest Power
Pool Independent Market Monitor, and I think
that’s limited to Texas, but you can see the
same thing. It was an extreme short lived
deal, and the future prices never really went
up that much.

MR. BENGAL: My question is, you know,
Arkansas originally was a gas importer. We
quickly went above what we could use; however
the location of that Shell, was located within
the pipeline system. On the eastern part of
the state most of that gas leaves Arkansas, and
most of the gas that we use, unfortunately
comes from states that are mostly impacted by
this event.

MR. THOMAS: Yes.

MR. BENGAL: When you look at reliability,
and usage, 1s there anything that the state
independently can do, to require fuel usage? I
know states are requiring not to use, but how
to put power of the state to require a fuel be
used.

MR. THOMAS: We could do that. It’'s easy to
require that a fuel be used. It’s probably

illegal, to prohibit that fuel from crossing
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state lines. The problem is that it’s a
gquestion of cost. If the feds put on a cost
prohibitive carbon tax, and we mandated that,

and we’'re mandating that we spend more than we

have to -- which if it’s a large
(indiscernible) number, the value -- and we
recognize the value in diversity. You don’t

want to put all your eggs in the basket, that’s
cheapest, when the second cheapest, has
uncorrelated risks.

It’s all a degree of price, and the RPOs
run a market when the cheapest stuff runs next
from anywhere in the region. That’s part of
what’s causing our problem. We use the cheap
one and running, even when it’s not subsidized
and it lowers the market price, for everything.

MR. BENGAL: At this point in time, do you
think that price or politics is driving fuel
choices?

MR. THOMAS: I think it’s mostly price with
a lot of politics. To me, a subsidy is
justified, to scale something up, but once it
becomes scaled, it’s not justified. When you
look at the price, we need to compete

unsubsidized, because it’s scaleable. To be
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continued the subsidy the way they have it,
doesn’t make any sense, because it’s already
scaled. I didn’t bring my price chart, as I
normally bring. In fact I discussed them at
the joint interview meeting. You can see the
prices go like this, and there’s a great public
benefit, when you take a price that starts
high, and then comes down. It happened with
personal computers. It happens with every
technology, so to me, a little subsidy to get
the price coming down, and once it comes down,
take the subsidy off. But the subsidy you made
gets lost, by the people who are opposed to
subsidies every single time, and the wind
subsidies, can be problematic. With solar,
there’s an investment credit subsidy, so when
the price comes down by half, the value of the
subsidy is reduced by half. With the wind, you
have a reduction. The more you produce the
more you get. It’s nuts. We should take it
off of that, and we should put it on storage to
make storage come down like that, but that’s
not gonna happen. People who want that to
happen, uses the debate every single time.

That’s why the political debate might be of
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some importance, to rationalize these issues.

MS. KEOGH: Thank you Chairman Thomas for
preparing for us, and (indiscernible) and your
candor and your honesty. But I always
appreciate that you bring a lot of good
information to the table, and help us in making
better choices, so thank you again for being
here today. We appreciate your follow-up.

At this point, I'’m going to ask the AG’'s
office, to come forward and identify your --
spell thy name and title.

MR. HARDER: Thank you Secretary Keogh.
Secretary Keogh and members of the task force,
my name 1s Chuck Harder. I’'m a Deputy Attorney
General with the Office of Arkansas Attorney
General, Leslie Rutledge. By way of
background, before joining the Attorney
General’s Office, I spent 25 years in
leadership roles at Centerpoint Energy, in
areas of the legal regulatory governmental
affairs area. Before joining the Attorney
General’s Office, I was the Vice President of
Regulatory Governmental Affairs and Source Gas,
which is now Black Hills.

I'm not going to repeat a lot of what’s in
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my testimony that’s been provided. I do want
to give some observations and talk about the
role of the Attorney General’s initial
observations that we have. The Attorney
General’s role in looking at what happened in
February is two fold.

One, we’'re the consumer advocate of
Arkansas. We enforce consumer protection laws
in the state of Arkansas. And there are some
aspects of what happened from an economic
standpoint in February, where consumer
protection laws of Arkansas may have been
breached. 1In particular, the price gauging
laws that went into effect when the Governor
declared a state of emergency on February the
10th. That state of emergency lasted until
March the 12th.

The second aspect is the Attorney General
is the rent payer advocate for Arkansas, so we
represent the individual rent payers through
the Arkansas Public Service Commission. We're
going to look at what I think needs to be
looked at. One, do we have (indiscernible)
issues. We did dodge a bullet. We didn’t face

the same problems that Texas faced, but there’s
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some serious operational issues that need to be
looked at. We need to do the analysis and look

into why power went out for some utilities, the

rolling blackouts or force outages. We need to
see why Pea Ridge was lost. The town of Pea
Ridge was lost for a period of time. We need

to understand why companies were forced to go
under their curtailment plans.

So natural gas is our additional focus, and
when they Interstate Pipelines and Pipelines
say that you need to reduce your consumption in
a city gate, or the amount of gas you’re taking
into the city gate, the utility puts into
effect its order of curtailment. It shops off
the interruptable customers first, who know
they’re going to be interrupted. Then they
start to work their way down through business
customers, and ultimately residentials.

One of the issues that we see, and have
seen early on, the focus of that has been
around human needs. What happens to people?
Greater consideration needs to be given to
critical business facilities. In particular,
in the agriculture industry. You know, there

were certain facilites in the poultry industry
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that had they been forced to cut off their
natural gas, could’ve created problems for the
whole industry. And that’s the issue that
we’re looking at, that needs to be looked at,
and maybe something the task force considers
going forward.

From an economic perspective, which that’s
another aspect that we’re looking at, we're
looking at that are going to be active with the
proceeding before the Public Utility
Commission, we’re going to ask the utilities
what did you do to plan for the event? Did you
have sufficient pipeline capacity and storage
capacity on your contract? Did your gas supply
contracts? How did you contract for gas
supplies? Did you factor in the fact that at
any critical event like this, there are going
to be freeze-offs? Not to the extent of what
we saw, but there are always freeze-offs, in
incidents like this. And then how did you
perform, when it looked like you were -- didn’t
have enough to -- maybe enough capacity or
supplies throughout the event? Did you act in
a timely manner, and if not, was there a cost

to the consumer because of that?
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We’re also looking at the price gauging
aspects of it. Price gauging effectively takes
away market based pricing when the Governor
compares a state of emergency. The pricing
becomes cost based. So merchants are allowed
to charge consumers the cost -- their cost,
plus a reasonable markup, plus 10 percent. The
utilities are just flowing through what they
paid. So if we’re looking at who was supplying
them, were they paid -- were they reflecting
cost increases in what they charge to the
natural gas utilities? And we’re working our
way up the supply chain, to find which market
participate increased their prices not becuase
of increased cost, but because of shortages in
the market place, and taking advantage of that.
That’s where the price gauging focus will be.

One thing that we’ve looked -- that we'’ve
discovered in applying the price gauging loss
during COVID, is often times that price gauging
investigation turns into an anti-trust and
market manipulation investigation. And in that
regard, we are coordinating with Attorney
Generals in the region. This was a regional

event. This is not something that happened in
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Florida. This is not something that really
happened in Mississippi. It happened in
(indiscernible). And so we’re working with
them in that regard.

I"1ll close out with talking about two
issues I think the task force needs to
consider, too. One, how do municipal utilities
deal with situations like this? Investor owned
utilities have some financial tools available
to them, and the legislature created
securitization as a tool available to them, to
be able to pay these bills and not be in
financial distress. We need to make sure
municipal utilities have those financial tools,
because they face the same problems, and they
probably didn’t have the same flexibility as
investor owned utilities.

And the other thing is affordability for
residential rate payers. And in those that are
going to have a difficult time paying their
bills. Sadly, the Commission put into effect a
moratorium on disconnects, based on COVID and
COVID -- the COVID moratorium has passed, and
now residential consumers are subjected to be

disconnected for non-payment of their bills.
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We need to have -- make sure we have financial
assistance programs in place to help those
people, should things like this happen. With
that, I’'1l1l stop my remarks and respond to any
questions that you may have.

MS. KEOGH: Well, thank you, and appreciate
your presence here and your information. We
appreciate the written testimony that we did
receive and the clarification of your
investigation. That helps make sure we don’t
repeat the same process that -- quite different
purposes, I believe in the investigation, as
the Governer is looking more at this as an
after action of finding a few lessons learned
and a way to improve public service to our
citizens. So we appreciate that.

Is there any one recommendation that you
would make that -- you just made several, but
is there something that as you walk away from
this, you really want this task force to focus
on the benefit, the work that the AG is doing,
as well as the Public Service Commission is
doing regarding this event?

MR. HARDER: I think -- the two things I

think, of the things I discussed that are
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probably most important. One is if this event
happens again, how are we going to go about
determining who to shut off firs, and do we
have critical business facilities that need to
be on? And I’'m focused most on the natural
gas. If the power goes out, there’s general
always the ability to have a backup supply.
Hospitals do this all the time. They have a
way to generate ground electricity should the
power out. So I’m mostly focused on natural
gas.

The other piece, too, is just the municipal
utilities and their ability to -- you know,
there are some that had rainy day funds, or
other funds set aside to pay the bills, but
there were a lot to do. And so making sure
that municipal utilities have tools readily
available to them, you know, so their not
straggling and trying to figure out how they
might pay this bill. I can’t put, you know, a
$5,000 March natural gas bill on a consumer in,
yvou know, wherever, Arkansas. They need the
tools.

Those are two things that I think either

are very critical from our perspective. The
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rest of them in turn -- the rest of it is all a
who did what and who needs to pay for what, you
know, and how do we go about getting the money
back to the consumers, because there were over-
charges? But going forward, I think those two
are critical issues that need to be studied.

MS. KEOGH: Yeah. And I appreciate that.
I’”11 turn this over -- I’11 probably go in
reverse order with the members of the task
force in asking these questions to you, but I
will (indiscernible). Our next speaker will be
MISO, in case you want to prepare. I meant to
give you that warning, as we brought the
Attorney General’s Office up.

Do you have a question?

MR. SPARKS: I'm good. Thank you.

MS. KEQOGH: Then, I’1l1 turn to Director
Bengal.

MR. BENGAL: In the interest of time, I
think written testimony provides it for me.

MS. KEOGH: Anything from -- Director
Pfalser, do you have a question?

MR. PFALSER: I just had one question. If
the natural gas supply had not been effected by

the freeze-offs back in Oklahoma and Texas, do
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you believe that the AG’s office would be
involved in the price gauging investigation and
so forthv

MR. HARDER: When the Governor declares a

state of emergency, we’re going to look at

prices. I think the big driver -- our focus is
that -- actually heard that from Chairman
Thomas. I think you going to hear from a lot

of people today. That was the big driver. So
had freeze-offs been what they typically are in
winter events, it does happen. Things above
ground freeze. Things below ground freeze.
Probably not as an intensive an investigation
but we would've looked at the rates, but
natural gas was the cause, I think of all these
cost increases.

MS. KEOGH: All right. And all the
information. We look forward to working in
corroboration with your office.

MR. HARDER: We do, too. Thank you.

MS. KEOGH: The next speaker we would like
to hear from is Mid-Continent Indpendent
Systems, and I will note that Southwest Power
Pool, we’ll be asking you to come forward next.

You’ll be on standby, but if you would please
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state your name, title, and organization and we
look forward to your statements today. Thank
you for being here.

MR. BROWN: Thanks for being here. And I
applaud the Governor in this task force and
being Proactive in terms of thinking of next
steps to avoid some of the issues we had this
time. My name is Daryl Brown. On the
executive director for MISO to south region's
external affairs. I've only been at MISO for
about a year. So prior to MISO I worked at
Southern Company, GE, and Hitachi. So I have a
lot of experience with fortunate, or
unfortunate, provided by major events such as
this storm.

What I wanted to point to first -- she'’s
going to hand you out a document. This
actually just came out yetterday, and you’ll
see that it’s a February arctic event. It
basically steps you through everything that
happened in terms of the event details, the
lessons learned, and then something that is
very important to some of things that Chairman
Thomas was mentioning in terms of the
liability. That’s what we call our reliability
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imparative. You’ll see us having after that.
That’s the light paper that was written some
time ago. And then you’ll also see our MISO
opps procedures. A lot of things that were
taking place were questions when it came to us
calling a low shed. This steps you through and
this will be supplied to our market
participants, or vendors, as well as our
regulators as the events are taking place. So
that’s what’s contained in here.

There’s also some lesson learned. I think
they begin on page 25 that you’ll find very
handy on this topic. This is a summary of
lessons learned from that. So with that, you
know, Chairman Thomas covered the weather, so I
won’t remind you of the things that happened,
but one thing I will point out though is -- is
that it was the most extreme weather event in
the last 30 years. ©So this wasn’t a normal
situation.

(Indiscernible) overall event was
successful for us, in terms of facing extreme
conditions. It is also highlighted on impact,
that they increase in extreme weather events

that was changing the resource (indiscernible)
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operators ability to maintain their liability.
That points back to the liability carrier.

So we published this report, which you have
here, just yesterday and it gives, like I said,
an account of the details and lessons learned,
and the implications of the liability carrier.
The approach that served the reason well, I
think, in the past, must be adapted to address
the liability challenges that we face today.
We’re preparing, the region for a feature with
a different risk profile, as more and more
renewal (indiscernible) takes place. And we
are thinking that there will continue to be
increased extreme weather events.

The reliability imparative addresses the
enhancements needed for planning, markets,
operations, as well as the systems changes
that’s needed. These changes that are
necessary to tackle how well maintained
reliability has MISO reached (indiscernible)
takes place.

The lessons learned are five kind of key
take-aways as you’ll see in there. One 1is
generation performance. The generation

performance is always critical when we need
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sufficient generation, as Chairman Thomas
pointed out, to be available at the right times
to meet the demand. Winterization to protect
generation fuel supplies or extreme weather
conditions in mitigating the risk, MISO and its
members must assess and establish service area
criteria. To date, there’s really not
standard, when we talk about that from
(indiscernible) perspective. We do surveys,
but those surveys are more suggestions and thus
for piling information in terms of best
practices and sharing (indiscernible), but
there’s not a standard in terms of
weatherization.

The next one is resource advocacy planning
that needs to be refined. Changing from an
annual to a seasonal resource advocacy
construct without addressing increasing
frequency if heat remains throughout the vyear.
We used to just simply look at a summer peak
event, but that’s changed. During this winter
event, we actually approached in some cases as
high as certain periods exceeding the peak
event that you would see in the summer.

Sometimes it was really close to all time peak.
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The next one is transmission. Transmission
is vital to moving electricity from where it’s
generated to where i1it’s needed most. Adequate
electricity was available across the MISO
region, during our transmission constraints. I
heeded the ability to move in to each of the
specific areas where it was mostly improved in
a regional coordination interconnection, along
with (indiscernible) will bring significant
benefits to facility the reliability and
{(indiscernible) .

The fourth thing is operations of the
future. Our operators that are in the control
room are very seasoned veterans. They have
great tools, but as, you know, more renewables
enter the mix, in terms of buildings, they’re
going to have to improve those tools and
improventional vitals operations. The relevant
details will be critical.

Last it’s the reliability. And I’ve
counted many years of forward looking planning
and decisions. I want all of our stakeholders
is what’s taken place in the (indiscernible).
That will conclude my opening remarks and I'm

prepared to answer any questions that you have.
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MS. KEOGH: Again, thank you for this, and
thank you for this appropriately typed report.
We appreciate that. We appreciate it being hot
off the press and look forward to reading the
recommendations as well as your lessons
learned. I guess the question that comes to
mind, I’ve had (indiscernible) through your
testimony you’ve provided a significant and
limited amount of information and it helps to
educate us all. You mentioned the transmission
aspect of it, that's kind of what intrigued me,
and some others that perhaps a prior testimony
talked about, good potential gap, as we are
started by two regional transmission
authorities, (indiscernible). Have you
identified a similar gap that some people
reference and is your recommendation to
addressed that in a different fashion going
forward, or is -- I guess I could just
appreciate (indiscernible) and maybe I like the
same thing of Southwest Power Pool, if there 1is
something that can be done. As I understand
it, it was quite a bit of energy, and effort to
make sure fuel was brought across to those that

had needs during the respondent event, outside
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of the norm, and I appreciate what they did in
that respect. I just want you to speak to that
reference gap that I've heard of.

MR. BROWN: Yeah. Unlike what happened in
(indicernible), right, we’re growing connected,
so we call it Neighbor Seven Neighbor’s Rights,
so we have the ability to actually blow power
across the different RTA equipped plants
throughout the eastern interconnection. 1In
terms of your transmission question, we do what
we call a (indiscernible) transmission plan.
There’s features one, two and three. Look at
that. 1In that reliability imparative document,
which is the third document that you see in
your package, it actually outlines our
recommendations, in terms of what needs to take
place to £ill those gaps as you called it, but
that requires a lot of discussions between the
different -- because we’re talking about 15
seconds, right? They have different plans, and
then you’re talking about the costs of those
things. Who’s going to pay for it, as we build
these assets.

So that is the key. When you talk about an

RTO, remember we don’t own any of these assets,
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right. We’re more like the air traffic
controller of these assets. So what we’re
doing 1s compiling information and the input
from our stakeholders to talk about what’s
needed and why. And getting the buy-in from
(indiscernible) in terms of (indiscernible).

MS. KEOGH: All right. Thank you. Director
Pfalser, I'11l let you offer any questions you
have for MISO.

MR. PFALSER: Mr. Brown, if there’s a new
entity power plant, the generation plant that’s
being built, do you all have -- does MISO have
any inputs over what type of generation -- fuel
their using to generate?

MR. BROWN: Yeah. So that decision is being
made, you know, by the state. That is not --
we’re tasked more so with managing what assets
are available.

MR. PFALSER: Are available, okay.

MR. BROWN: Correct. And so we’re not
tasked with deciding. We don’t have that
authority.

MR. PFALSER: Okay. And you don’t decide
who can be at the (indiscernible) or not?

MR. BROWN: Well, we decided from a market’s
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perspective, like as an RTO, we’re -- you know,
our goal is to ensure that customers -- we're
operating that in the lowest possible costs.

So as Chairman Thomas pointed out earlier,
we’re going to, you know, issue the guidance,
in terms of who’s generator facility is running
first, based on the cost. So we’re going to go
for the least cost (indiscernible) to meet the
demand for that day.

MR. PFALSER: Okay. And the last I have is
can you give me an example of a renewal energy
source that is not intermittent?

MR. BROWN: All of them are intermittent,
because you're talking about -- are you talking
about solar, or are you talking about wind?
That’s the key, so I cannot say a renewal
source at this time -- the only way that I -- I
know there’s some work that’s taken place. And
there’s some efforts that are taking place
currently (indiscernible), but that is the only
member of (indiscernible) looking at the
renovation perspective. And I can speak to
details of that, but that is one of our
(indiscernible).

MR. PFALSER: Thank you.
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MR. BROWN: You’re welcome.

MS. KEOGH: Director Bengel?

MR. BENGAL: Probably one of the sources of.
(indiscernible) would be natural gas, or
electricity breakdown (indiscernible). Quick
question: When you looked at the -- on page 12
of your testimony, you talked about considering
formalizing (indiscernible) expanding the
(indiscernible) illicited testimony for the
aging community. We’ve had a lot of
communication back and forth, which seemed to
work very well. What kind of formalizing are
you referring to doing, beyond what you do now?

MR. BROWN: Yeah. So we communicate on a
regular basis. We communicate to our
neighbors, STP, as well as our members on a
regular basis throughout the -- you know, we
had practice and renew, some readiness drills
and workshops saying winter. So there’s a lot
of communication that takes place, but what I
think needs to take place, and I'm sure
(indiscernible) others, based on my experience
with Georgia Power, they’re having
conversations about those critical assets and,

you know, hospitals and things of that nature,
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and clearing the roads in certain areas, Jjust
to make sure that fuel could be delivered, in
terms of (indiscernible) diesel. But that ad
hoc meeting was more so who was having the
issue at that time. We all got on the call and
thanks to Chairman Thomas for helping me pull
that together that day, to just talk through
where we were seeing issues from all of our
members. How could they assist? And so I
think expanding what happened that day with the
state troopers that were helping to guide Mayor
Scott that was using some of the equipment that
City of Little Rock provided to actual clear
for those critical assets.

Just those kind of conversations, rather
than doing it on the spot that we actually
started doing more quarterly meetings, or semi-
annual meetings, such as will be due with our
summer (indiscernible) and workshops that it be
more private -- public partnerships in that
discussion. Basically, this task force, plus
us, in terms of our plans.

MR. BENGAL: But that would be something
that would come from a state agency like PSE or

the industry do that together? What would be
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the best focal point to formalize that?

MR. BROWN: I definitely think
(indiscernible) is the right place to start. I
mean, Chairman Thomas, I made the call to him,
saying “Hey, here’s a thought I had,” and
really he had the relationships, me being
fairly new to there, seeing how I pulled that
all together. It was effective and
(indiscernible) that probably wouldn’t have
been able to do that, if it wasn’t for that
conference call.

MR. BENGAL: Just one more. What’s the mix
of fuel or energy sources in detail?

MR. BROWN: I hate I left my phone back. I
could tell you what it is, at this moment. We
have an app, right. It’s a MISO app. If you
were to look at that MISO app, it’ll show you
our fuel mix at any minute, right, of what’s
taking place. So what I would tell you is
where is the -- you know, when you talk about
communication, most of our members now have
apps, as well as us, to ask any question of
what is it at any particular time, so that
notifications that we were actually sending via

test message or email, depending on the
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regulators and how they told us they wanted us
to communicate to them. That app now will
probably answer 90 percent of the questions,
and we’ll keep enhancing that as we go forward.

MR. BENGAL: And in the beginning of your
testimony, you said this was only a second time
you had to have a load shed event --

MR. BROWN: That’s right.

MR. BENGAL: -- 1in your area. Is that
because of the mix of energy you have, or was
that for gas as the component in your area, as
opposed to request?

MR. BROWN: I think it’s just the fact of,
you know, what an RTO is, right. We’re able to
leverage, you know, energy from other
locations. PJM for instance, right, we’ve got
at least 13,000 mega watts on a particular day
that flowed from north to south. So, you know,
sometimes (indiscernible). So the fact that
we’re interconnected is really the key thing in
my opinion, to being successful at keeping the
reliability where it is today.

MR. BENGAL: And 1f you look at the
(indiscernible) one time hopefully event, but

you said it compared to potential summer
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events.

MR. BROWN: Yeah, in terms of peak loads,

right. So you know, we actually have another
(indiscernible) . I didn’t include that one, on
(indiscernible). As more, you know, units are

more electric than they are gas, right, that’s
going to command -- that’s going to increase
demand. Same way when it comes to the
electrication of vehicles, seeing more and more
electric cars versus gas. Those are -- those
are going to keep increasing and so that’s a
forward looking report, electrication report,
and so —--

MR. BENGAL: So we’ve got a lot more winter
type events in the future, if we have
(indiscernible) long periods of high
temperatures, may result in the same type of
event that we (indiscernible) energy usage.

MR. BROWN: Yeah. I mean, every event 1is
unique, right, but when you look at the overall
demand, the more demand, the bigger the risk in
terms of those peaks and being able to meet
those demands. The planning that Chairman
Thomas referred to earlier, when you'’re

building one of these facilities, it’s not like
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you can say, “Hey, looks like we need more
generation.” You know, you can’t do that in a
matter of a year. We’re talking about, you
know, four to five years to build the land,
once it’s pruned and on to that process. So
the process of making a committment of that
nature and then digging through the cost and
the benefits of that, for an everyday rate
payer, that’s a lot to consider. So those are
gquestions that are separated and discussed
everyday.

MR. BENGAL: Thank you.

MS. KEOGH: Thank you. All right. Well,
again thank you so much. We have a pretty
diverse mix today. I won’t announce it,
because I don’t want to (indiscernible), but
I"11l tell you -- yeah, thank you so much.

MR. BROWN: Absolutely.

46

MS. KEOGH: Appreciate that. And thank you,

as far as your communications and in
communications and preparation. One of the

benefits of transformation, under Governor

Hutchinscon’s leadership was to bring our energy

group, or executive agencies together and I

know my (indiscernible) down the road, so let
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us know how we can assist you, as well going
forward in addition to your Public Service
Commission and your interactions.

MR. BROWN: Thank you.

MS. KEOGH: I will now ask Southwest Power
Pool representative to come forward, state your
name and organization. After that, we’ll take
a break and call -- I think we’ll hear about
the energy users, the four organizations we’ll
talk about as the consumer side of the energy
sector.

MR. SUSKIE: Well, thank you. My name is
Paul Suskie. I serve as the Executive Vice
President and General Counsel for Southwest
Power Pool. I've been here a decade now, and
before that, I spent four years as Chairman of
the Arkansas Public Service Commission,
predecessor of Chairman Thomas. And before
that, 1it’s good to be home in many ways, I was
the City Attorney for the City of North Little
Rock for 10 years, when we ran the largest
electric municipal utility in the state of
Arkansas.

So collectively, I have about 24 years

experience dealing with electric utility
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regulation and operations in some form or
fashion. I appreciate the opportunity of the
task force to come and speak about the Feburary
2021 winter weather event. I applaud Governor
Hutchinson’s leadership in creating this task
force to take a look at this historic and
challenging event. As we all know, and it'’s
been refernced ealrier, this was a historic
event. From a weather persepctive, some have
referred to this as the 100-year storm.

The cold temperatures meant that well over
90 percent of our footprint was below zero
degrees. I didn’t say below zero. I said
below zero degrees. This includes parts of our
nation that is Texas, Louisiana and New Mexico
that normally doesn’t see these tempertures,
let alone for several days in a row. The
emphasis here is SPP has been in existence, an
Arkansas organization, for 80 years. This 1is
the first time, in the 80 years -- we were
formed shortly after World War II began. We'’ve
never seen a load event, particularly of this
magnitude, region wide. And also though this
may be a first for the SPP region, this is not

a first for this nation.

Tiffanie N. Harrison, CCR
(501) 372-5115



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

49

In 2011 Texas saw a major polar vortex in
its state. 1In 2014, the east cost experienced
one with the 2014 polar vortex. And then here
in Arkansas, south central US, in January 2018,
we saw a cold weather event. Due to the
historic nature of this and the incredible
implications its hard, it’s a real opportunity
to have lessons learned.

To get to some of the activities of what
SPP has underway, two months from today our
board of directors will be presented a
comprehensive report of the winter weather
event. This report is composed of reports from
five different teams. These include
stakeholders, our market monitor, our staff, as
well as the Regional Safe Committee. The
Regional Safe Committee is a committee that has
governing authority in our governnce process.
It composes a one state regulator from each
state. I’'m proud of the service Chairman Ted
Thomas has on this organization, as he is a
member of this committee. Obviously, I echoed
your comments that we need to listen to Ted
Thomas, particularly what he’s talking about

with these challenges.
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In addition to what we’re doing internally,
on the lessons learned, we are also involved in
a feud with the Federal Energy Regulatory
Commission, primarily enforcement agency of the
federal government and enforce the standards of
the bulk electric system. And they’re doing
their inquiry in concert with the North
American Electrical Liability Corporation, that
enforces those regulations.

At a high level, I'm going to talk about
the event and SPP’'s role is operating the
electric for that. First of all, RTO’s do not
run generation and do not flue transmission.
Matter of fact, because we are the grid
operators we’re prohibited from doing that. As
an RTO, we operate a grid under a number of
functions. These are highly regulated
functions by Merk and Burk. I’'1ll just talk
about four of them.

One, 1s we are a transmission planner. 1In
that role, we plan for the transmission grid of
the future, wheher it’s for liability reasons
for economic reasons. We're a market operator.
As Daryl discussed we -- and Ted Thomas

discussed we administer wholesale electrical
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markets, where we deliver power reliably at the
lowest cost to in use customers. And these
roles are regulated by federal (indiscernible).

We’re also the reliability coordinator,
where we ensure that the reliability of the
bulk electric system is maintained, whether
it’s a small event from a line goes out to a
lightening strike, to a tornado, or it’s an
event like we had in February. And the last of
the order y’all are talking about is what was
really important to this event is
(indiscernible). Does the (indiscernible)
authority, what your job is to balance load,
that’s the demand of customers with generation
of the system. If you have too much load, or
too much generation, you can have lags. If you
have too little generation and you don’t do
something about it, you can have blackouts.
Well, that’s what we faced in February.

On February 15th for the first time, we
ordered one and a half percent of the load
about 600 mega watts to be load shed, load
ratio shared. In other words, spread
throughout the foot print of 600 mega watts.

And that was for about 57 minutes. On Tuesday,
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the next day, the 16th, we had two load sheds.
One of 1200 mega watts and another of 1200 mega
watts. Collectively, that was about 2500 mega
watts and that lasted then different time
increments, but two hours -- three hours and 27
minutes.

So why do we do this? We do this because
if you don’t load shift when you don’t have
enough generation, you can have cascading
blackouts across the entire (indiscernible).
When was the last time that happened? 2003.
Because Midwest American doing a transmission
line overload, doing blackouts that went to New
York City and into Canada. There were parts of
Canada that their power wasn’t restored for
seven days. So it’s because of these items, 1is
why we do what we do.

So one other thing I'd like to touch on,
which was touched on by other speakers today is
the price of natural gas. The price of natural
gas for the last several years has been two to
three dollars (indiscernible) during this
event. And so while we look at how we pay for
this event, there is challenges. There’s a

number of things to look at. The gas market,
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the cost of gas, we don’t regulate. We’'re not
involved. It directly impacts our market,
because in most cases, 1t sets the price on the
market.

I appreciate the opportunity to speak and I
look forward to your gquestions.

MS. KEOGH: Well, thank you again, for
sending your information forward. 1’11l start
with a brief question of just the same one that
I asked representative of MISO. The benefit of
having the two of you (indiscernible) I hear in
Central Arkansas that have the two RTOs
bringing the school of opportunity, but are
there any (indiscernible) in terms of making
sure that the (indiscernible)?

MR. SUSKIE: Yeah, aboslutely. We
coordinate with MISO on a number of areas. We
plan (indiscernible) I talk about. We work on
scenes, projects, and we do realtime
operations. This event I think really shows
the need to coordinate with your neighbors. We
had more of a chosen generation loss than they
did, becuase of the cold temperatures, and we
just had another gas, ccal and wind that wasn’t

produced. And as a result, we would’ve been
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much more worst off, except for that up from
MISO. ©On a big day, we’ll important 2,000 mega
watts from MISO. We were importing 6,000 mega
watts. Realize the interconnection of the
grid, as Daryl told you, they were importing at
the time 14,000 for the east. So in reality,

14,000 went from PGO to MISO and then MISO was

able to send six to us. We got power from
Canada at one point. We got power from
Colorado at one point. We were loading up,

sending as much power as we could to Texas, but
when we got short, and we knew it was close to
shedding load, but it cut power to Texas, and
we all know that the need that they were in.
It’s highly interprotected. We work well
together and I think the (indiscernible) need
to work together more so.

And I’11l point out in January of 2018 when
we had the cold weather event here, there were
a lot of lessons learned. There was an inquiry
from FIR, similiar to the inquiry now about how
can SPP and MISO coordinate. I think a lot of
good recommendations came out of that. We
implemented and they showed that they work

through this event.
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MS. KEOGH: Okay. Thank you. T will turn
to Director Sparks?

MR. SPARKS: No questions. Good information.
Thank you.

MS. KEOGH: Thank you. And now I’11 go back
to Director Bengal. Do you have a question?

MR. BENGAL: Just a quick question. The
power that you purchased from other systems,
what was the generating source of that power?

MR. SUSKIE: And I’11l say in reality when
you’ re buying electricity in that volume, you
don’t know what -- it depends on what they have
on their system, in reality. That’s a good
question, but it’s whatever power they have on
the system.

MR. BENGAL: And with respect to natural
gas, without natural gas disruption and we have
say a long heat wave, summer event, you’re --
how much capacity I guess is this and will that
ever be an issue in the current
{indiscernible), or would it become an issue,
if you change the mix that we have now?

MR. SUSKIE: I'1l1 start out by sharing our
fuel mix. I might be off by maybe one or 2,000

mega watts, but our number one fuel capacity
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source is gas and about 35,000 mega watts.
Next i1s wind at about 27,000 mega watts, and
next is coal is about 23,000 mega watts. Does
that help understand the importance of gas, and
the need to have gas. O0Of those wind actually
produce, roughly, as we estimated that it
would. Coal produced about 75 percent of what
we accredited for, and gas was below 50
percent. Whether the pipes were all fine
breaking, or they just physically couldn’t get
the gas, or in some cases, they couldn’t
financially afford the gas. I know members
that had to go to the banks and get loans, Jjust
to buy gas for the market, and when they went
back, the gas was gone.

MR. BENGAL: Thank you.

MS. KEOGH: Mr. Pfalser, do you have a
gquestion?

MR. PFALSER: The question is concerning the
comment that you made about -- correct me.
They dictate that (indiscernible) by who
generates electricity first? The cheapest?

MR. SUSKIE: Yeah. First of all, first sets
the rules for the markets. They inherit market

rules since you dispatch the cheapest energy
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first, and then you go up the --

MR. PFALSER: So the cheapest generation is
going to be what you use the most of, until it
can’t produce anymore, and then you go to the
next one and so forth and so on. So looking at
the future, and this is almost incompatible.

If the cheapest is going to be wind power, and
that is what they ask that you do, then you can
let one and two provide power (indiscernible)

because they’re going to be the first selected,

it would appear. And that doesn’t seem like a
real good answer for a base load. 1Is that
fair?

MR. SUSKIE: Yeah, but I would say I look at
it different. Without market, you’re going to
dispatch cheapest first. It just makes sense.
As a regulator, you’re going to dispatch them
cheapest generation first. But as Ted has
pointed out, wind with the federal subsidy is
it actually bids in the negative prices in the
market, and so as a result, it’s driven down
market prices. And therefore, if you are not
going to (indiscernible), meaning you have a
state regulator that approves generation. They

put in new rates and rate payers pay for it.
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Vertically integrated utility has to bring up
capacity and then they got to figure out what
the right mix is.

But if you’re (indiscernible) they have the
vertical integration. They deregulate it.
They don’t have a capacity mark. TIt’s truly
freedoms of the market, and their prices got
slowed -- so low, they had no new generation
that they needed for this situation. So
Arkansas is better protected than actually the
entire SPP footprint is, because we’re a
vertically integrated state. And it does
create a challenge, if we continue to move to
renewals. The continueds have low prices and
if you have a retirement of gas and coal
plants, there’s going to the challenges that
you can’t figure out. Part of the potential
solutions batteries, but is still has It’s
intermittent problems , because we assume they
only last about four hours, until they get a
recharge.

MS. KEOGH: well, thank you again for your
appearance, and bringing your presenation and
testimony. I would like to take a moment to

recognize Calay Stanton, who is here from
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Governor Asa Hutchinson’s office, supporting
the task force. Thank you for your role in
this process.

I know we have a number of other asteamed
guests, including former congressmen,
(indiscernible), so appreciate those of you
that have been here today, and we will take a
break for the purposes of the task force to
give a moment. And then we’ll reconvene to
start the second round of speakers. So with
that, we’ll take a break and we’ll reconvene at
3:00. Thank you so much.

(OFF THE RECORD)

(ON THE RECORD)

MS. KEOGH: It is May 27, 2021 and we
appreciate all of you that are here in person,
but also those joining us virtually and
watching live stream. Those of us in person
are here at the Arkansas Department of Energy
Environment Headquarters Building here in North
Little Rock and we’re here to hear testimony
for the Energy Resources Planning Task Force.
I am Becky Keogh. I'm the Secretary for the
Arkansas Department of Energy Environments and

I got the pleasure of serving this task force,
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along with Secretary of Commerce, Mike Preston,
Director of the 0il and Gas Commission, Larry
Bengal and Kevin Pfalser, Director of the
Little Rock Petroleum Gas Board. Today, we
have with us Keith Sparks, Director Sparks, who
is sitting the place of Secretary of Commerce,
Mike Preston today. So we appreciate you being
here today. The Secretary of Commerce could
not be here due to out of state travel, but
Steve Sparks is here. He is the Director of
ADEC, Existing Business Resources Division.

On March 3, 2021 Governor Hutchinson signed
Executive Order 2105 to establish the Energy
Resources Planning Task Force. The purpose of
this hearing is, incompliance with the order,
to gather information from testimony in order
to better prepare our state’s energy infracture
in the event of another statewide emergency.
And that statewide emergency could be another
storm event, but it also could be something
different, so we want to make sure that we’re
considering all possibilities.

As chair of the task force today, I wanted
to first extend my appreciation to those of you

that are speaking to us or offering testimony.
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Those of you that are in this session, we Jjust
completed the first session which comprised a
number of the regulatory agencies, the AG’s
Office, as well as several other bodies, our
regional transition organizations. But as we
move into this next session, we’ll be hearing
from several organizations, regarding energy
use and how you were effected during the
February storm, and perhaps some
recommendations that you might have.

Anyway, so I will call the name of the
organization that will provide the testimony.
When I call your organization’s name please --
if the representative that’s here to speak
today, will come forward and sit at the mic.
Make sure the mic is turned on. There’s a
bright green light when it’s on. State your
name, title, and organization for the record.
We ask that the organization limit its
testimony/presentation to five minutes. So if
you have multiple speakers, I would ask you to
share that time, i1f possible. And then after
you complete your opening statements, I will
then open the floor to the task force members

to ask questions of each of those that are
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speaking. We’ve only alloted about 15 minutes
for that Q and A, so I’1l1l ask our task force
members, as well as you and you response to
keep mindful of the time, during those
questions and if we need more detail, after a
short response, we might want to follow up with
you later, but please work with us on that if
you can.

I'm happy to introduce Andrea Hopkins, who
is sitting here at the front table. She is our
timekeeper for the hearing and is doing a well
job and allow us to catch back up. So please
be respectful of the time limits that we
offered you and that’s only in respect of
getting as much information as we can shared
today, but also respectful of those others that
are here to speak, and those that might have
things to say.

I recognized earlier that we have visitors
that are here with us. We have representatives
of the Governor’s Office. I appreciate that.
Chairman Thomas has stuck around, so I
appreciate that. Chairman Thomas spoke earlier
from the Public Service Commission, and I know

he -- they have their own assessment or
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evaluation going on, appropriately through the
regulatory process, as well as the attorney
general who spoke about that earlier. Their
represenatives spoke about their own
investigation, which has a bit different focus.
The Governor’s focus in this process is really
about an after action assessment. Really,
looking at lessons learned and how do we
improve. So with that, we will try to keep our
questions directed at that focus.

The first speaker we’re asking to come
forward is the representative from Arkansas
Environmental Federation. And I will give you
a heads up that the next speaker after this
will be the Arkansas Electric Energy Consumers,
so to better prepare the order. So with that,
I"ll turn the mic over to Ava and let her
introduce herself.

MS. ROBERTS: I am Ava Roberts. The
Executive Director of the Arkansas
Environmental Federation. The AEF was founded
in 1967 by industry members and the Arkansas
State Chamber who saw a need for industry
representation, concerning environmental

regulation. We at AEF greatly appreciate the
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opportunity to participate in the Energy
Resources Planning Task Force and thank the
committee members and participants here today.

The questions that AEF received April 12,
2021 was circulated to members for a response.
Member response was varied greatly, depending
on company size and industry. The answers we
received represent less than five percent of
AEF member companies. AEF members that
responded to our gquestionnaire filled the need
for earlier and more detailed (indicernible)
before facilities are asked to cartell
operations.

The majority of AEF members that answered
our guestions said the curtellment during the
load shed did not damage or reduce the effect
of this environmental quality control
equipment; however, those that did answer yes
believed adequate notice and minimum utilities
requirements are needed to mitigate equipment
damage.

There were significant challenges to
allocate energy resources, during these extreme
events and the responses to this questionnaire

stressed the need for earlier notification for
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internal planning. As the majority of AEF
membership are manufacturers, there’s no
opportunity to negotiate processes with end
users. AEF members have no suggestions for
other entities to provide testimony before this
task force. I appreciate your time today and
will be glad to take any questions you may
have.

MS. KEOGH: Thank you. I appreciate you
being here. I appreciate the membership
responding. I understand that you do represent
a wide diverse group that may have different
interest or even different experiences, during
the February storm event, so thank you for
that. And we appreciate the recommendations
that have come forward. And that was one of
the things that I heard, and the Governor
heard, I know, was about early notice, and
about even rolling blackouts we had. But also
the notification process for natural gas
curtailment, which was more, I guess, affected
by your customer -- or your members. Is there
any recommendations in the feedback, that
they’'re giving, in terms of what the

notification could, or should look like, except
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early and more often? Is there any more
specifics that they would like to see either
via technology or via timeframes or anything
like that, that we can offer the Governor on
report?

MS. ROBERTS: The list that responded did
not go into that type of detail in their
responses, but that is something that I will be
happy to address with them.

MS. KEOGH: Well, thank you so much.
Appreciate that. I think that will be helpful
to me, anyway (indiscernible). So with that,
I'm going to turn the mic over to Director
Pfalser to see if he has any gquestions for you.

MR. PFALSER: Ms. Roberts, again, thank you
for providing what you did and being here
today. You all -- your organization helps your
membership navigate the environmental
regulation for the most part. Is that why you
all exist?

MS. ROBERTS: That’s right.

MR. PFALSER: Okay. And do you know -- do
you have a feel your membership, if anybody has
the ability for generating electricity on their

own? If there was load shed and were taken
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offline, would they have the ability to
continue to generate their own electricity?

MS. ROBERTS: I did not receive that
specific information --

MR. PFALSER: So you’re not aware of --

MS. ROBERTS: -- with regard to that. I'm
not aware of that, but again if that’s the will
of the task force for me to, I will be happy to
bring that to our members.

MR. PFALSER: I would be helpful, maybe,
just to know if that is -- if there’s anybody
out there that’s doing that, and to talk about
the whole equation.

MS. ROBERTS: Absolutely.

MR. PFALSER: That’s all I have.

MS. KEOGH: All right. Thank you, Director
Pfalser. I’11l turn to Director Larry Bengal
and see i1f he has any questions.

MR. BENGAL: Thank you. In the interest --
I know it was a small (indiscernible) companies
that you represented. Was there a difference
between the (indiscernible) issue, with respect
to electricity versus natural gas? MISO and
SPP have fairly robust notice systems, so it

should’ve been that variety, but I'm not sure
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with the natural gas industry has
(indiscernible). We will probably hear some
testimony on that, but did you see a difference
between electricity notice and natural gas shut
off notice, in your responses?

MS. ROBERTS: In the responses, I did not.
They did not differientiate.

MR. BENGAL: Is there any way to surmise
what they were talking about in the answers
they gave you?

MS. ROBERTS: For the most part, the answers
were very brief.

MR. BENGAL: Okay. That’s all I have.

MS. KEOGH: And to that, Director, I want to
let everyone know that the Department was
contacted as well as, I believe, the Governor’s
Office regarding some -- from some
(indiscernible) sites, regarding natural gas
curtailment. I think it would be helpful to
pursue 1if their concerns really were regarding
the fuel supply, or if it was more around the
electric cred, that would also help us, too.

How about you, Director Sparks? Do you
have something?

MR. SPARKS: Very quick question. What size
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membershop do you guys have?

MS. ROBERTS: We represent roughlly 200
companies.

MR. SPARKS: Thank you.

MS. KEOGH: Wel, if the task force does not
have anymore questions, I think we will close
with this one. We appreciate your willingness
to be here and your followup, and feel free to
reach back out, if you have any information you
want to share with us. Thank you.

Our next speaker is Arkansas Electric
Energy Consumers. They are heading to the
table, so thank you for that. Please be on
standby. The next group will be Arkansas
Forest and Paper will be the next speaker
coming forward, so if you would like to start,
I"1l let you state your name, title, and
organization.

MR. COUSINS: All right. May name 1s Steve
Cousins. I’'m the executive director of the
Arkansas Gas Consumers and the Arkansas
Electric Energy Consumers. I'm a licensed
professional engineer in the state of Arkansas
and have several decades of experience running

an oil refining complex in south Arkansas, that
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was one of the largest electricity consumers in
the state, and one of the largest natural gas

consumers in the state. And one of the largest
liquefied petroleum gas producers in the state.

MR. MCMURRAY: And I'm shown McMurray.
Outside counsel for AEC and ADC.

MR. COUSINS: This event was really kind of
a tale of two cities. Electric consumers,
large investors and agricultural consumers.

I'm not aware of a single one in the state that
suffered a curtailment or an interruption,
other than people that were intentionally on
interruptible contracts. On the natural gas
side, there was widespread curtailment. A lot
of near misses, in terms of damages to
equipment, or loss of poultry, and things of
that nature.

One of the big reasons for that, is that
Arkansas -- and our customers are Entergy
customers, the largest utility -- can elect to
be on interruptible tariff. And if there
situation, if their business is designed in a
way that they can pull the plug on operations
very quickly, they can get a heafty discount on

electricity costs that they pay, and because

Tiffanie N Harrison, CCR
(501) 372-5115



-~ W N

o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

71
that was available, all of those customers,
were curtailed, and that took a significant
amount of load off the system, which helped
prevent any kind of groundouts, or blackouts,
but that kind of system doesn't exist in the
same way on the natural gas side, and it will
be very difficult to implement.

We think that the tariff is very important.
We think it’s important that it be a cost
space, that it be preserved, or maybe even
enhanced, because it's about the only tool that
you utility has, to control the
(indiscernible). The supply is diminished, and
the demand has got to go down too.

On the natural gas side, most of our
members, most natural gas users, that have
facilities, that could be damaged by prolonged
exposure to cold and freezing were not aware
that there is a procedure to file a special
needs, or plan protection affidavit, with the
enable, the transporter that provides
Centerpoint its gas, to preserve a minimal
amount of natural gas, to protect equipment and
lives, by not letting the facility be damaged,

and what could be damaged by cold-weather.
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There was no real education on that and since
we hadn’t had an event like this in over 30
years, many industrial and agricultural
customers, simply didn't have that in place.

We tried it. And once the event starts, we
really don’t have time to file the affidavit.
So we think there is a need for education,
among natural gas customers. There is a way to
move up on the pecking order, for an industrial
facility or an agricultural one, i1f you do the
paperwork in advance.

We also think, that is very important that
curtailments be notified as soon as possible,
and we haven’t heard instances of people
showing up the day of the facility, with a high
branch and saying, turning you off right now.
And that hardly gives people time to prepare.
While you’re serious on the natural gas side,
which the AG's office already testified about,
was that there are many customers that buy gas
on a spot market price basis. The system is
pretty complex. You got the natural gas
producer, the schedulers, the managers. You
got the federally regulated pipeline, and then

you got the state regulated local distribution
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system, and the price is being set at the
producer end, and it's got to go through this
chain of people. Many people thought they were
paying three dollars a million BPs for gas, and
they were paying 300. So they made a run out
of almost a whole year’s worth of bills in just
a day or two. And had they known, they
certainly would’ve shut the facility down, and
avoided that cost. It’s very much the same
system that some of the cities have,
municipalities. So some kind of real-time
crisis (indiscernible) would be very important,
to avoid the serious and common conseguences
that exist. I that concludes...

MS. KEOGH: Thank you. Sean, did you have
anything you’d like to bring?

MR. MCMURRY: No, thank you. I think Steve
covered 1it.

MS. KEOGH: Okay. Great. Those are
excellent observations, consistent with what we
hear at the Department, in terms of stories
that were being brought to us during the event
as well as after. And also some interesting
recommendations. I think those are very

thoughtful and appreciate. That will help us
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in our report.

One of the guestions I was going to earlier
pose to you was in the affidvit of process, you
know, was is the -- is there an education
process 1in existence, and is there a need to
have some required notification process, do you
believe from a (indiscernible) standpoint, or
just a more market for our industry practice,
that you would like to see a best practice
implemented?

MR. COUSINS: On the elective side, the
tariff has notification requirements spelled
out, and we believe the utilities all follow
those procedures, you know, as far as we know,
100 percent. So it's hard to complain without
about interruptable customers in the manner in
which they were curtailed. They signed on for
that intentionally.

On the natural gas side, the special-needs
waiver is in the tariff, but not the many
people were aware of it. Natural gas supplies
in Arkansas have been pretty robust over the
years, even through the varied events. This is
just kind of unforseen and maybe it’s the way

of the future. I don't think there's anything
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in the tariff that talks about particularly
sets notifications, and pre-advance warning
times, or anything of that nature.

MS. KEOGH: Yeah, I'm more of a state
facility, that actually experienced what you
described, where the gas company shut off the
gas to that facility. So it wasn’t just
private sector; it was across the public
sector, as well. So with that, I appreciate
you, but I want to turn to -- I guess I'll go
to you Director Sparks.

MR. MCMURRY: Chairman Keogh, I Jjust wanted
to say on the electric side, what Steve said is
correct, the notification provision to the
tariff right now work. And we want to make
sure -- one of our invitations was to make sure
that those notification provisions were met, if
there’s talk of changing some of the
interruptable in the future proceedings. So
that's one very important thing, to maintain
that level.

MS. KEOGH: All right. I'll turn it over to
you, Director Sparks.

MR. SPARKS: Yes, Mr. Cousins, what would

you recommend that you educate folks about the
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gas side of it? That they got caught
shorthanded with the knowledge of -- that
(indiscernible) happened, and the price change
from consumer to producer on that?

MR. COUSINS: I think that's the situation
right -- I recognize the problem. I don't know
what the solution is. I would assume it could
-- I'm not really sure what regulates the
actual purchase of the gas from a well head
producer. That's not in the tariff. That's a
private contract between the end user and that
producer. I suppose statutorily, you could
have a regquirement that that be included in the
contract and some notification, but I think
now, people are a lot wiser and they’re going
to build that into the private contracts. And
I'm not sure if regulatory vagueness would
solve that. And it’s interstate most cases.
Most of that gas is coming from outside of
Arkansas.

MR. COUSINS: Thank you.

MS. KEOGH: Director Bengal, did you have a
question?

MR. BENGAL: A couple of things. You talked

about discussions to change some of the
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interruptible notices. Who brings on -- how
are those discussions, occurring through the
state elections?

MR. COUSINS: Those tariffs are in the
utility tariffs regulated by the Public Service
Commission.

MR. BENGAL: Okay. So those are in-state
discussiocons?

MR. COUSINS: Those would be in-state
discussions on the electric side, yes.

MR. BENGAL: And the special-needs waiver,
is that filed with the distribution company, or
the gas transmission --

MR. COUSINS: I believe that's filed with --

MR. BENGAL: With the pipeline?

MR. COUSINS: The interstate pipeline that’s
regulated by ARC. And if that has been filed
then Centerpoint will recognize that.

MR. BENGAL: So you would have to know as a
user, which transmission line --

MR. COUSINS: Yeah, the large industrials
typically rent space on Centerpoint, and then
that enables whoever their interstate pipeline
is. They pay only for transmission. It's

already been deregulated, as opposed to
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electric.

MR. BENGAL: This means to file your waiver,
you have to file it with

MR. COUSINS: So any individual customer
will have a contract with enable, through
Centerpoint, and some customers are directly on
enable, and don't even utilize it.

MR. BENGAL: You know, gas prices are
probably one of the most complex pricing
structures that mankind has ever acknowledged.
If you can figure it out, you'll make 51
million. But given that, what would be the
mechanism to think a user able to find when
that price he was paying changed between
Thursday and the next week?

MR. COUSINS: I think it would just have to
be a written contract with the producing
company you're buying from, that they -- that
you have a way to access the spot price that
they're charging you, in any particular event.

MR. BENGAL: So there should be a notice
from --

MR. COUSINS: And many customers don't buy a
spot. Many customers -- I know in my own

experience, we bought gas that was based on the
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future’s prices, and could buy it ahead of
time, and it couldn't take off on you. 1In a
situation like this, I'm sure suppliers would
enforce and not be bound to that price, if they
didn't have any gas to deliver.

MR. BENGAL: So it would be contractual
notice?

MR. COUSINS: It would be contractual.

MR. BENGAL: Not a regulatory requirement?

MR. COUSINS: No. And usually those spot
prices are publicly available on, you know,
(indiscernible) that there indexes that track
that price, all the time, and then some form
you'll agree that, is what applies to -- in the
case to the people that got bit by this in
Arkansas. I don’t have enough knowledge to
know how they’re pricing them, just that they
were not filing, because it generally wasn’t
their --

MR. BENGAL: So in the contract, they would
have instead of (indiscernible) it would be in
the contract that Centerpoint would tell them,
hey, we’re now shipping from three dollar gas
to thousand dollar gas?

MR. COUSINS: Yeah.
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MR. BENGAL: And I assume there’s -- other
than being contractual from the interruptable
aspect, it’s harder to use that for gas.

MR. COUSINS: It is. A lot of when you get
pipeline (indiscernible) or you elect a certain
number of a million BTUs worth in that pipeline
you can get it at firm delivery and you can get
interruptable on top of that, but this case it
wasn’t a problem with the pipeline. The
problem it was no gas in the pipeline. So that
kind of mechanism -- the mechanisms that’s
there and handle pipeline capacity now, Jjust to
prevent over-filling the pipe. It doensn’t
really address what happens if there’s no gas
to go in.

MR. BENGAL: And one last thing. Do you
have any -- I'm not sure you would, but do you
have any feel for how decisions were made on
who got their gas shut off and who didn’t?

MR. COUSINS: No, I do not.

MR. BENGAL: That’s all.

MS. KEOGH: Well, thank you very much.

Well, thank you. I will ask you one more
question. Since he represents the

(indiscernible) industry, are there industrial
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customers or consumers that y’all represent
that were affected by any kind of propane
shortage in this, or any liquified petroleum
shortages? I know we experienced some of that
in certain regions of the state.

MR. COUSINS: I don’t know. I think
probably the biggest single problem would be
truck traffic was hampered so bad by the icy
roads. You know, 1f you used up LPG you had in
your tank, it might be very hard to get
somebody back up there to resupply it. I do
not know if there was a problem on the supply
end, from providers of natural gas companies
that sell LPG.

MS. KEOGH: Yeah. I talked to one propane
dealer, one of our state senators who mentioned
that he was on the road daily, during the event
making sure that his customers got delivery.

So with that, thank you, again for your time.

(WHEREUPON, the proceedings were concluded

in this matter at 4:12 p.m.)
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ENERGY RESOURCES PLANNING TASK FORCE

PUBLIC HEARING AGENDA

TUESDAY, JUNE 1, 2021
10:00 a.m. — 4:30 p.m.

10:00 a.m. —  Call Meeting to Order

11:30 a.m.
Public Hearing Guidelines:
e Task Force Chair will moderate
e Testimony will be limited to five minutes
o  Q&A will be limited to fifteen minutes
Order of Testimony:
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e Tom Stephens, Director Regulatory and Finance
e Chad Kinsley, Vice President of Arkansas Operations
2. Centerpoint Energy
e Miles Kenny, Vice President Gas Supply
e Cindy Westcott, Regional Vice President of Operations
3. AIPRO
e Rodney Baker, Executive Director
11:30 a.m. Recess for Lunch
Lunch will be provided for Task Force members
1:00 p.m. — Call Meeting to Order
2:45 p.m.

Public Hearing Guidelines:

e Task Force Chair will moderate

e Testimony will be limited to five minutes
o Q&A will be limited to fifteen minutes

Order of Testimony:
1. Arkansas Electric Cooperatives
e Andrew Lachowsky, Vice President of Planning and Market Operations
2. Arkansas Municipal Power Association
e Travis Matlock, City of Bentonville Electric Utility Director
e Jason Carter, AMPA General Counsel
3. Empire Municipal Electric Company DBA Liberty Utilities (ZOOM)
e Joelle Cannon, Director of Government Relations
4. Oklahoma Gas and Electric



3:00 p.m. —
4:30 p.m.

e Don Rowlett, Managing Director Regulatory
5. Southwestern Electric Power Company (SWEPCO)
e Bradley Hardin, State Government Affairs Manager

Call Meeting to Order

Public Hearing Guidelines:

e Task Force Chair will moderate

e Testimony will be limited to five minutes
o Q&A will be limited to fifteen minutes

Order of Testimony:
1. Entergy
e Laura Landreaux, President and CEO
e John Bethel, Director of Public Affairs
2. Energy Policy Network
e Randy Eminger, Executive Director
3. Jackson Walker
e Michael Nasi, Partner
4. PPGMR, LLC
e John Pieserich, Attorney
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Randy Eminger, Executive
Network, Energy Policy
Network

Michael Nasi, Jackson
Walker, Attorney

John Peiserich, PPGMR,
LLC, Attorney

Shane Khoury, E&E Donnally Davis, E&E
Andrea Hopkins, E&E Daniel Pilkington, E&E Troy Deal, EXE
Tricia Treece, E&E Beth Thompson, E&E
AGENDA ITEMS
1. Call to Order Secretary Keogh

Secretary Keogh, as Task Force Chair, called the meeting to order at 10:04 am. Secretary Keogh
explained hearing logistics. For each organization, opening testimony was limited to five minutes
with up to fifteen minutes for questions and answers from Task Force Members. Opening
logistics were repeated at the start of each session.

2. Summary of Testimony from Chad Black Hills Energy
Kinsley, Vice President of Operations
and David Brink, Senior Manager,
Gas and Supply

Mr. Kinsley distributed a handout to Task Force members providing an overview of Black Hills
Energy. Mr. Kinsley explained that during the February 2021 extreme weather event, they exceeded
their prior system peak by more than 20%. Their investments, team and messages to conserve energy
allowed them to meet the extraordinary demand. Mr. Kinsley explained that they contacted large
volume customers in advance to prepare for curtailment and encouraged energy conservation
through direct communication, broadcast, social media, and their website. On February 16, Black
Hills received Force Majeure notices from suppliers due to compressor failures and freeze offs.
Service to Pea Ridge was lost.

Mr. Kinsley explained that they file an annual natural gas supply strategy. Storage in the central
region is an important part of this strategy. Mr. Kinsley emphasized the importance of having a

supportive regulatory environment for production, storage, and pipelines.

Mr. Kinsley encouraged close coordination between electric utilities and gas utilities in the event



electric utilities find it necessary to implement rolling blackouts. When power comes back online, it
can cause surges in gas demand and strain resources. Mr. Kinsley also recommended sharing
additional communication to customers to provide awareness of financial help.

The Black Hills representatives were asked how to continuously improve what we do and respond to
changing conditions. They were also asked whether they had any customers caught off guard with
respect to not having a special needs affidavit and if there was anything that can be done to minimize
costly damage to equipment. Mr. Kinsley responded that Black Hills hadn’t had to curtail for 25
years. They reached out directly to large volume customers informing them of potential curtailments.
Mr. Kinsley indicated there may be opportunity for educating customers.

The Black Hills representatives were asked whether there had been any follow-up on the Pea Ridge
curtailment. Mr. Kinsley explained that Black Hills had been communicating with city leaders to
make them aware of the situation and also took out newspaper ads to make the community aware.
They have started building a new pipeline to the community.

The Black Hills representatives were asked how they can assure new industrial companies wanting
to locate into the area of the availability of gas supply. Mr. Kinsley explained that the need for
additional capacity in the Pea Ridge area was a known issue. Black Hills uses modeling systems to
plan for capacity to meet the growth expected in decades to come.

The Black Hills representatives were asked why there is opposition to natural gas for heating homes
and electricity. Mr. Kinsley responded that natural gas is working to tell their story about how gas
has offset worse greenhouse gas emitters (coal). He suggested that the industry needs to tell their
story better.

The Black Hills representatives were asked about any steps the state could take if equipment in
another state is frozen and can’t be delivered. Mr. Kinsley suggested that we could look at
developing Arkansas’s energy resources. The Oil and Gas Commission or other entities could study
whether facilities could be transitioned to natural gas storage. On the demand side, Mr. Kinsley
suggested that the state could look into expanding energy efficiency programs to reduce or slow the
demand growth for natural gas.

The Black Hills representatives asked whether large users have the ability to store fuel on site. Mr.
Kinsley answered that the economics for storage on site aren’t favorable due to low natural gas
prices.

The Black Hills representatives were asked if incentives would help, to which they responded yes.

The Black Hills representatives were asked if gas that serves Arkansas is coming from
Oklahoma/Texas, which was confirmed by Mr. Kinsley.

The Black Hills representatives were asked whether weatherization would have prevented the supply
shortages. Mr. Brink responded that most of their gas is purchased from an upstream supplier. The
further north you go, you will see weatherization to a certain extent. Mr. Brink indicated that
addressing well head freeze offs would be between the states and producers to identify what
requirements should be.

The Black Hills representatives were asked whether they were aware of any state incentives/policies
around weatherization of natural gas production resources. Mr. Brink said that there were not any in
existence, but that Texas is looking at a bill that would establish weatherization requirements.

The Black Hills representatives were asked whether storage facilities played a role during the
February 2021 winter weather event. Mr. Kinsley responded that two storage facilities in the Ozarks
played a huge role.



The Black Hills representatives were asked whether they were looking into additional storage areas.
Mr. Kinsley responded that there was an opportunity to look for additional reservoirs that could be
storage facilities.

The Black Hills representatives were asked whether it is feasible to notify gas users if there will be a
change in price. Mr. Kinsley explained that many of their customers purchase gas from third-party
suppliers. Black Hills is not part of the transaction. He suggested that they could build something
into their contracts with suppliers.

The Black Hills representatives were asked whether it is feasible to use an interruptible tariff for
natural gas to encourage voluntary curtailment. Mr. Kinsley explained that Black Hills does not
currently have an interruptible gas tariff. They would need to look at opportunities to develop this.
Most customers would want to retain some level of usage.

3. Summary of Testimony from Miles CenterPoint Energy,
Kenny, Vice President of Gas Supply Inc.
and Cindy Westcott, Vice President of
Regional Operations for Arkansas and
Oklahoma

Mr. Kenny discussed CenterPoint’s focus on a diversified portfolio of supply products to ensure that
they can distribute gas to its customers during all months and weather scenarios. See CenterPoint
PowerPoint slides for additional information presented in opening testimony.

CenterPoint representatives were asked whether they had any recommendations on what a customer
could do on the front-end to voluntarily curtail if cost exceeded a certain level or if they could set a
hard line on the amount of gas they need to receive to avoid catastrophic damage to equipment. Mr.
Kenny responded that the broader you cast your net for upstream suppliers, the more protective the
system is from cost spikes. Mr. Kenny explained that their diverse supply portfolio provides some
shielding from high day market prices. Mr. Kenny suggested that the consumer would need to work
out voluntary curtailments and price signaling with their supplier, not CenterPoint. Mr. Kenny
explained that when CenterPoint went through the curtailment process, it was based on upstream
supply and the need to maintain broad reliability.

The CenterPoint representatives were asked about whether they were in the position to make a
decision about preventing catastrophic damage to equipment in the event of a potential curtailment.
Mr. Kenny explained that the customers need to work with their upstream supplier to understand
demand and plan accordingly.

The CenterPoint representatives were asked whether there were plans to have more communication
among suppliers, the pipeline, and customers next year. Mr. Kenny explained that it was already
happening. Some customers are wanting to leave the Transport customer class and go to sales. Some
customers are looking at onsite back up.

The CenterPoint representatives were asked about the suitability of liquefied natural gas as a backup
asset. Mr. Kenny explained that liquefied natural gas may work best when there is a longer lateral
with a supply issue at the end of the line to add reliability and balance. It has not been needed in
Arkansas, but they are constantly evaluating scenarios and how they would impact customers.

The CenterPoint representatives were asked about their statement that 50% of their gas used was
from the summer and if this was futures pricing issue. Mr. Kenny explained that part of the way a
storage facility worked was injecting supply during summer lower demand months when gas is
cheaper and then using it during higher demand winter months.



The CenterPoint representatives were asked if they know a reason why the government should be
opposed to the use of natural gas. Mr. Kenny responded he didn’t see a reason for that.

The CenterPoint representatives were asked about their service area. Mr. Kenny explained that they
serve eight states with supplies in multiple states.

The CenterPoint representatives were asked about where gas was stored. Mr. Kenny explained that
the storage was on the Enable system and that he wasn’t sure where storage sites are located.

The CenterPoint representatives were asked whether CenterPoint is part of an effort to look for more
storage. Mr. Kenny explained that they recently made a reduction in storage to bring in more
baseload market area supply. He emphasized getting to an overall diversity of supplies. Mr. Kenny
explained that active supply is flowing every day, not sitting underground in storage. He explained
that he wouldn’t say one way is more reliable than another. In some cases well head supply failed
and storage failed in others. Mr. Kenny explained that they want to have as many supply options as
possible.

The CenterPoint representatives were asked whether there was something that CenterPoint and other
companies could do to better notify customers of curtailment. Ms. Westcott responded that the
events of February 2021 leading to curtailment happened quickly. She explained their use of media
notices and press releases to notify customers of potential curtailment. She also explained that
CenterPoint has over 600 transportation customers that contract directly with suppliers. Maintaining
up-to-date contact information with these customers and having more staff to make calls would be an
opportunity to provide better notification if something like the February 2021 weather event were to
happen again. Ms. Westcott explained that, at the time, they had employees responding to
emergencies and at times having to drive in hazardous conditions to go shut a customer off. Ms.
Westcott indicated that there are opportunities for more robust education about transportation
contracts and managing energy.

4. Summary of Testimony from Rodney Arkansas Independent
Baker, Executive Director Producers & Royalty
Owners, AIPRO

Mr. Baker explained that the association didn’t respond to the written testimony questions but could
provide general information from producers. Mr. Baker explained that the February 2021 winter
event caused hardship for producers. Mr. Baker described the imbalance between heating equipment
and wells. Mr. Baker explained that top producing wells were prioritized and that staff worked
around the clock, including spending the night at well sites.

Mr. Baker was asked whether he knew if all of Arkansas’s wells were able to produce during the
event. Mr. Baker explained that in some cases producers were totally shut out. They prioritized more
productive wells. Mr. Baker explained that even though Arkansas production areas are fairly dry,
there is still some separation of liquids and that separators can freeze up shutting out the well. If
wells get froze in, the producers convey that information so the transporters can adjust pressures. Mr.
Baker explained that keeping the roads open was important for their access to the wells. He
suggested that other resources, such as the national guard, could have been used to keep the assets
open.

Mr. Baker was asked whether he had any thoughts or recommendations for the Task Force to
consider. Mr. Baker suggested that compressors should not be included in electricity curtailments.
He also suggested providing more consumer education and suggested that having recreational
housing temperatures turned down when they are unoccupied could help. Mr. Baker also emphasized
keeping electricity at facilities that are moving gas and keeping roads open is important.

Mr. Baker was asked about weatherization efforts in the northern part of the state. Mr. Baker



responded that many companies tried to borrow heater facilities to keep wells thawed out. They had
approximately 60 units that they could access, but thousands of wells. He said he couldn’t speak to
the producers’ thoughts, but the cost of being prepared for a fifty year event may not be feasible.

Mr. Baker was asked what percentage of Arkansas gas production remains in Arkansas. Mr. Baker
did not know. The gas is sold through a third party and much of the shale gas goes out of state. In a
simplistic sense, Arkansas had natural gas for use in the state before increased production of
Fayetteville shale supply. Because the infrastructure was in place, shale gas was piped out of the
state.

Mr. Baker was asked about whether the three operators in the Fayetteville shale region were looking
at weatherization issues. Mr. Baker said that he assumes they are, but that they haven’t met in a
format where it could be discussed.

Recess 11:18 - 1:06
5. Summary of Testimony Arkansas Municipal Power
from Travis Matlock, Association (AMPA)

Electric Utility Director
for the City of Bentonville
and Jason Carter,
General Counsel for
Arkansas Municipal
Power Association

Mr. Matlock explained that association members are diverse in size and ways of providing power.
Options are based of diversified risk, assets, contracts, and ownership. For example, Jonesboro has a
fixed price and own their own assets. Their prices were not impacted by the February 2021 winter
event. For some, a third party manages aggregated risks under a full requirements contract. For
example, Bentonville has a long term contract with SWEPCO. During the storm, they didn’t
experience curtailment or outages, but there was a significant increase in the fuel bill. Their typical
fuel bill is $4 million for the month of February. This February, their bill was $20 million, almost
half their annual budget. Bentonville is working with SWEPCO on an audit of bills.

The AMPA representatives were asked about what the state can do to make sure there is diversity
and to make better use of baseload power during excess demand events. Mr. Matlock explained that
members with long-term contracts with an outside provider are wholly reliant on that provider. Mr.
Carter explained that this is true in any city with full requirement contracts. Mr. Carter said that
access to natural gas is important for efficient behind the meter gas generation.

The AMPA representatives were asked what could be done to improve access to natural gas for cities
with generation assets. Mr. Carter explained that, during an emergency event, there is a need to
understand how to best direct gas when resources are constrained. Gas is needed to heat homes but it
is also needed to generate electricity to operate fans to drive the warm air into the homes. This means
that some industries may not get gas if we are prioritizing the needs of society.

The AMPA representatives were asked how many of their members have generating capability and
whether those generating assets were fossil fuel powered. Mr. Carter said that about half of the
members have generating assets. Most of the recent additions have been renewable. North Little
Rock owns a hydro facility. Most other developments have been solar. Mr. Carter explained that
some members do have some older natural gas or diesel driven facilities for generation.

The AMPA representatives were asked whether renewables could be used for baseload. Mr. Carter
responded no.



The AMPA representatives were asked whether the planned obsolescence of fossil fuel generators
could be a problem down the road. Mr. Carter explained that there are a lot of environmental
concerns related to the consumption of fossil fuels for electricity. He emphasized that the most
important thing is to provide reliability. When reliability fails, people lose their lives. Mr. Carter
explained that natural gas is a critical fuel and that there is debate about its long-term use or use as a
transition fuel.

The AMPA representatives asked whether the freezing problems with natural gas might have been
avoided if there had been weatherization in place and whether they have any recommendations. Mr.
Carter indicated that thinking about how much is enough is relevant for weatherization. Do you plan
for the 100 year event? Mr. Carter stated that AMPA members worked to protect control panels,
valves, and switches and still had challenges with the temperatures we had.

The AMPA representatives were asked whether the increase in cost was due to electric or gas, to
which Mr. Carter responded that it was the gas prices.

6. Summary of Testimony Empire Municipal Electric
From Aaron Doll, Senior Company/Liberty  Utilities
Director of  Energy Co.

Strategy, Nate Morris,
Director of Transmission
Planning and Operations,
Tim Wilson, Vice
President of Electric
Operations

The representatives from Empire explained that the primary causes of the curtailment event were 1)
the extreme weather conditions (both cold and snowfall), 2) simultaneous record-breaking demand
peaks with fuel supply disruptions, and 3) transmission issues. The Empire representatives explained
that they issued alerts to customers asking folks to conserve energy, curtailed some large commercial
and industrial customers, and employed controlled interruptions in one hour blocks.

The Empire representatives were asked whether they had any recommendations to encourage
customers to volunteer for curtailment to prevent cost increases or mitigate damage. They were also
asked if there were any lessons learned on notifications to customers. The Empire representatives
explained that they have an interruptible tariff to incentivize voluntary curtailment. Empire reached
out to customers with curtailable contracts and others. The Empire representatives emphasized the
need to prepare and have contacts and relationships established. Empire representatives described the
cooperation between the utility and industrial customers, including some industrial customers, who
curtailed for a sustained period without even being asked.

The Empire representatives were asked if there was anything that they could have looked at in
hindsight that they weren’t aware of at the time. The Empire representatives explained that they felt
prepared from an emergency operations procedures standpoint. These were implemented without
issue. The Empire representatives emphasized the importance of a diverse fuel supply and talked
about new weatherization technology that is now being included in new wind farms. The Empire
representatives also discussed the reliability that dual fuel units (natural gas/fuel oil) provide. The
Empire representatives suggested looking at investments in generation resources, looking for
multiple ways to deliver fuel, and looking at market products to encourage investment in reliability.
The Empire representatives explained that having conversations and collaboration with neighbors
was a huge benefit to the system. The Empire representatives explained that there was opportunity to
look at scaled up communication platforms to serve their majority rural footprint.

The Empire representatives were asked whether wind generation is typically weatherized. The
Empire representatives explained that newer wind farms tend to have a cold weather package



available and that utilities have been taking advantage of them. The representatives weren’t sure
about the ability to retrofit older facilities with cold weather packages. The wind delivered to the
Empire system met their forecast.

The Empire representatives were asked what they meant about investment signal language. The
Empire representatives explained that historically the marginal price to bid into the market is
extremely low. When you need additional resources, the right kind of investment signals are needed.
High prices send the message that additional generation is needed. The Empire representatives
suggested that the RTOs could create market products that incentivize reliability on the system.

The Empire representatives were asked whether the MISO and SPP would be the entities to direct
the market products or if that would be under someone else’s purview. The Empire representatives
indicated that it would be most effective if the RTOs create the market products to send the right
investment signals to the utilities.

The Empire representatives were asked what kind of fuels need to be looked at for baseload. The
Empire representatives responded that a diverse fuel supply is needed. They explained that there has
been a transition to natural gas, but that you have to manage the reliability of not having an onsite
fuel supply. They suggested storage, liquefied natural gas, winterization, and dual fuel systems could
help. The Empire representatives explained that they had coal plants that tripped offline, low gas
pressure issues, and wind farms with frozen turbines. They recommended having a diverse fuel
supply to be able to navigate reliability.

The Empire representatives were asked if they were referring to a dual fuel unit as powered by
natural gas and fuel oil. The Empire representatives responded that it doesn’t exclusively have to be
that configuration. They explained that there is a benefit to being able to use multiple fuels,
especially fuels that can be kept on site.

The Empire representatives were asked about other examples of onsite dual fuel. The Empire
representatives explained that they were looking at a variety of resources, including over-firing with
hydrogen, battery storage, and propane.

The Empire representatives were asked how to define reliability-based products. The Empire
representatives explained that SPP manages what they need on the system to create market products.
SPP has locational marketing prices and ramping prices to compensate for system needs. Market
products incentivize what kind of generation is built.

The Empire representatives were asked if creating market products was the role of the RTO, which
they confirmed.

7. Summary of Testimony Oklahoma Gas and Electric
from Donald Rowlett, (OG&E) and OGE Energy
Managing Director of Corp.

Regulatory Affairs

Mr. Rowlett explained that the challenge of the February 2021 winter event was two fold: 1)
maintaining generation to prevent uncontrolled outages and 2) protecting the ability to procure fuel
in light of a high cost-constrained natural gas supply.

Mr. Rowlett explained that Oklahoma Gas and Electric focused on keeping generation online and
when curtailment was needed they performed controlled outages that were limited in scope and
duration. He emphasized that they served 99% of hours overall. Mr. Rowlett explained that the
OG&E’s goal was to minimize service disruptions and give advanced notice when possible.

Mr. Rowlett discussed the use of Emergency Alert levels during the event. Mr. Rowlett explained



that OG&E passes fuel costs directly to customers with no markup. He expressed gratitude to the
Arkansas legislature for the securitization bill they passed that allowed them to spread the cost to
customers out over 10 years.

Mr. Rowlett was asked to describe the diversity of their fuel supply. Mr. Rowlett explained that
OG&E has 7200 MW of generation capability, 1800 MW of which is coal. Mr. Rowlett explained
that they had recently converted 1000 MW of coal-fired generation to natural gas and installed
scrubbers on the remaining coal units. This strategy allowed them to comply with Regional Haze
Rule requirements while maintaining fuel diversity. Mr. Rowlett also mentioned that OG&E had
purchased two combined cycle plants that were originally built as merchant plants in the early 2000s.
Mr. Rowlett explained that lessons learned during a weather event in 2011 helped them because after
that event, they started putting protective measures in place to weatherize units. Mr. Rowlett
mentioned that OG&E also has a small amount of solar, but the biggest resources in their mix are
wind, natural gas, and coal.

Mr. Rowlett was asked whether combined cycle units were dual fuel. Mr. Rowlett responded that
the combined cycle units they operate are not. Mr. Rowlett explained that combined cycle uses two
methods to get energy out of natural gas: combustion turbine and a steam boiler heated with exhaust
gas.

Mr. Rowlett was asked whether OG&E sells on the grid. Mr. Rowlett explained that OG&E sells all
of its generation into the integrated market and all customers’ needs are purchased out of the market.

Mr. Rowlett was asked what he sees as the best fuel for baseload generation. Mr. Rowlett explained
that he still thinks that natural gas is the best fuel given the environmental concerns with coal. Mr.
Rowlett suggested considering dual fuel capability.

Mr. Rowlett was asked about the scrubbers put on 2 of their coal units. Mr. Rowlett explained that
they put scrubbers on both units for about $490 million.

Mr. Rowlett was asked what part of their generation is satisfied with baseload. Mr. Rowlett
explained that 60% of their units were designed for baseload, but on any given day they may see
70% provided by wind. Their baseload units aren’t operating like a baseload unit based on the way
units are dispatched.

Mr. Rowlett was asked what percentage of electricity needs should come from a reliable baseload
type fuel. Mr. Rowlett explained that intermittent resources are credited for less than their actual
capacity. You need total credited capacity to meet peak. Mr. Rowlett explained that dispatching
resources are typically fossil fuels. He also stated that solar, with its higher capacity factor than wind,
is also a good resource. Mr. Rowlett also mentioned that solar wasn’t very helpful during the
February 2021 event due to the cloud cover.

Mr. Rowlett was asked whether he had any recommendations or best practices around notifications.
Mr. Rowlett suggested that communication in as many ways as possible: traditional press, social
media, text messages, etc. was beneficial. He also suggested that some people may need additional
help understanding what is being asked.

8. Summary of Testimony Southwestern Electric Power
from Bradley Hardin, Company
Manager-Government
Affairs

Mr. Hardin provided an overview of the area the utility serves and their generating assets in
Arkansas. Mr. Hardin explained that SWEPCO has diversity in fuel sources and location of
generation assets to address local and system-wide needs. All of SWEPCO’s generation assets are



within the SPP RTO. Mr. Hardin described the appeal for conservation and described their outreach
via news releases, social media, text messaging, and communicating with local government about
controlled interruptions. SWEPCO had two limited controlled interruptions during the event.

Mr. Hardin was asked whether most customers that experienced a brief outage had notice. He was
also asked if he heard any concerns from customers who were not aware. Mr. Hardin mentioned that
he knew of one commercial customer he interacted with who felt that he didn’t have adequate notice.

Mr. Hardin was asked what adequate notification looks like. Mr. Hardin explained that SWEPCO
and others need to add to a proactive communication list. He explained that, at the same time, they
did issue a press release to the news media, made extensive use of social media, and used all of the
available tools to make sure the word was spread.

Mr. Hardin was asked about the coal plant in southern Arkansas. Mr. Hardin explained that the Turk
facility operated by SWEPCO came online in 2012 and is one of the most efficient, cleanest coal
units in the United States.

Mr. Hardin was asked about coal freezing. Mr. Hardin explained that typically coal plants keep a 30-
day supply at full load volume on the ground at the plant. The coal is moved with large tractor
equipment. The coal has moisture content, which is even higher than lignite. It can freeze.

Mr. Hardin was asked about what he sees as the best fuel for baseload generation. Mr. Hardin
responded that natural gas is the best fuel for baseload generation for cost and environmental
reasons.

Mr. Hardin was asked how Arkansas plays a part when well freezes prevented natural gas from
coming into the state. Mr. Hardin suggested that additional weatherization is warranted to ensure
there is no freezing or locking up.

Mr. Hardin was asked who was responsible for weatherization of the natural gas system. Mr. Hardin
explained that it was the producers.

Mr. Hardin was asked if it was his understanding that RTOs were responsible for directing efforts
towards the mix, which Mr. Hardin confirmed.

Mr. Hardin was asked about whether the City of Bentonville was notified of pending fuel surcharge
increases before they happened. Mr. Hardin responded that they were advised ahead of time that
increased costs were possible; but, SWEPCO couldn’t quantify the increases at the time.

9. Summary of Testimony Arkansas Electric
from Andrew Lachowsky, Cooperative Corporation
Vice President of

Planning and Operations

Mr. Lachowsky explained that electric generation planners use a “no more than one day of outage in
ten years” as a reliability goal. Mr. Lachowsky pointed out that the zero degree weather affected
coal, gas, and wind resources and that natural gas was not available. He noted that during the event,
AECC became a winter-peaking utility with 51 hours during the event exceeding their all-time
summer peak.

Mr. Lachowsky explained that there are no easy solutions and that a single utility cannot act
unilaterally to ensure reliability. Mr. Lachowsky explained that actions needed to ensure reliability
must be region-wide and that SPP and MISO are working with stakeholders on this. Mr. Lachowsky
stated that wind and solar are valuable energy resources, but there are times when they don’t produce



well. Mr. Lachowsky also provided that four-hour energy storage using current battery technology is
also not the answer. Mr. Lachowsky talked about the increased cost and permitting associated with
burning fuel oil. Mr. Lachowsky expressed the hope that any new natural gas facility replacing
White Bluff and Independence will include the ability to burn fuel oil.

Mr. Lachowsky was asked whether RTOs or the Task Force should include storage as part of an
overall investment should we encounter another weather event. Mr. Lachowsky explained that
Enable is evaluating additional ties into another natural gas pipeline. Mr. Lachowsky stated that tie-
ins to significant natural gas storage don’t exist in the Oklahoma area. Mr. Lachowsky suggested that
having a robust system for both natural gas and electricity transmission would be valuable.

Mr. Lachowsky was asked what strategies are being looked at. Mr. Lachowski talked about the value
of a diverse mix. For example, droughts can impact hydropower and steam plants. Solar is helpful in
the summer.

Mr. Lachowsky was asked what the best fuel for baseload generation is. Mr. Lachowsky stated that
natural gas is the best fuel for baseload generation based on economics and availability.

Mr. Lachowsky was asked what the second fuel in a dual fuel system was. Mr. Lachowsky stated it
could be diesel or fuel oil.

Mr. Lachowsky was asked if he was aware if anyone had used propane for replacement generation.
Mr. Lachowsky stated he was not aware if it was being used for that.

Mr. Lachowsky was asked what the RTO’s motivation was: to make decisions based on reliability of
fuel versus economics versus political decisions. Mr. Lachowsky explained that AECC participates
in both SPP and MISO. The two RTOs act differently. On the MISO-side, they have a capacity
market that has been clearing at zero and signaling that capacity is free. They are looking into
making changes so that no entity can lean exclusively on the capacity auction. SPP does what the
members want them to do. SPP doesn’t tell you what you have to bring to the mix, just that you have
to bring a certain amount of generation resources to meet needs.

Mr. Lachowsky was asked why most of the generating units being built are alternatives, but when
asked, the utilities say the best baseload generation is natural gas. Mr. Lachowsky described changes
SPP and MISO are making to examine how solar and wind perform each season instead of just
summer peak.

Mr. Lachowsky was asked who AECC would be looking to on permits for additional fuels. Mr.
Lachowsky indicated that they would be looking to DEQ.

Mr. Lachowsky was asked whether he had any comments on notification best practices and
challenges. Mr. Lachowsky explained that each of the 17 co-ops made appeals to conserve and that
each does it differently. Mr. Lachowsky stated that they alerted their 8 large interruptible customers
about pricing and that they may be curtailed.

Recess Resumed at 3:04 PM

10. Summary of Testimony Entergy Arkansas, LLC
from Laura Landreaux,
President and Chief

Executive Officer and
John Bethel, Director of



Public Affairs

Ms. Landreaux explained that the extreme weather event presented challenges for Entergy at many
levels and that the system performed well with outages that were limited in both amount and
duration. Ms. Landreaux explained that a variety of notifications were used to request customer
conservation to address the supply/demand imbalance including calls, text messages, broadcast, and
social media.

Ms. Landreaux emphasized use of a diverse set of generation resources to provide safe and reliable
electricity at a reasonable rate. Ms. Landreaux explained that Entergy is the largest transmission
owner in Arkansas and that transmission investments have strengthened the system. Ms. Landreaux
stated that Entergy continues to invest in modernizing the system, including investments in advanced
meters.

Ms. Landreaux described the historically high demand during the February 2021 weather event and
that having high usage and demand during the winter creates additional challenges because there is
competition for natural gas for both heating and other direct uses. At the direction of MISO, Entergy
conducted rolling intermittent outages of short duration. Ms. Landreaux explained that Entergy
continues to evaluate experiences and explore opportunities to improve preparedness, operations, and
communication.

The Entergy representatives were asked how having nuclear baseload benefited them and how winter
events might affect investment strategies going forward. Ms. Landreaux talked about Entergy’s
emphasis on diversification. The investment in Nuclear One has served them very well. They
received a license extension to operate between 2034 and 2038. Ms. Landreaux explained that they
will continue to evaluate and do maintenance to keep Nuclear One in good shape so they can seek
another license extension when the time comes. Ms. Landreaux noted that the units performed
exceptionally well with one unit having a concern caused by transmission issues. She noted that in
2020, 70% of Arkansas customers were served with nuclear energy.

The Entergy representatives were asked what they see as the future to maintain and continue the
workforce to maintain reliability. Ms. Landreaux stated that Entergy recognizes that the workforce
training/development issue is real. She described investments that Entergy has made in partnering
with technical colleges and the Department of Education.

The Entergy representatives were asked if there was currently any appetite to explore more nuclear
energy. Ms. Landreaux stated that the Nuclear One has served Arkansas very well and that nuclear
is a great resource. They continue to look at whether new nuclear can be cost-effective going
forward.

The Entergy representatives were asked what part regulation may play in making new nuclear cost
prohibitive. Ms. Landreaux explained that there are a lot of significant costs for equipment, startup
and infrastructure. She doesn’t believe the regulatory side costs are comparable to those upfront
investments.

The Entergy representatives were asked about the planned obsolescence of Independence and White
Bluff. They were asked if they would maintain them for standby or backup. Ms. Landreaux
explained that maintaining them would require investment in controls. She stated that these units are
at the end of their life and dollars would be better spent in investing in new technologies that would
provide a better benefit to customers.

The Entergy representatives were asked about what type of replacement capacity they were looking
at. Mr. Bethel responded that diversity is critical and that there will continue to be a mix of
resources, including nuclear and gas. They are also looking at natural gas co-fired with hydrogen and



are investing in solar. Mr. Bethel said Entergy will continue to have a mix of generating resources,
both baseload and renewables.

The Entergy representatives were asked about what percentage of generating capacity can be from
renewable sources of energy with current transmission capacity from a reliability standpoint. At what
point would we need to invest a good deal more in transmission? Mr. Bethel responded that Entergy
plans to become net zero carbon by 2050, but that this goal is not the same as having 100% of
capacity as renewable energy. Mr. Bethel said that energy resource planners would be more capable
of answering questions about the capability of the transmission grid.

The Entergy representatives were asked how much load in 10 years will be served by wind. The
Entergy representatives responded that they have issued a request for renewable resources, including
wind. They indicated that wind resources in Arkansas are limited, so there is additional cost to bring
wind into the system here. They will continue to evaluate whether diversification outweighs cost.
Entergy doesn’t currently have wind in its mix.

The Entergy representatives were asked whether extreme weather affects transmission lines. The
Entergy representatives indicated that it could, but that neither of the Entergy representatives present
could elaborate on how.

The Entergy representatives were asked whether there is something Entergy is looking into to
improve notice to customers about the nature of outages. For example, some customers got notice 45
minutes into one of the rolling outages and weren’t sure whether this was curtailment or if there was
damage knocking out power to their homes. The Entergy representatives explained that the
timeframe that they learned that MISO was calling for curtailment and when the first curtailment
took place was very short. They had a list of circuits to turn off and then back on. They indicated that
there is room to be able to identify the customers served on each of the circuits and better direct
communication about who is next to experience outages.

The Entergy representatives were asked whether they had any recommendations on how the state
could assist companies with notifications. The Entergy representatives stated that using social media
messaging would be helpful because they may have a different audience than the state has. They also
indicated that sharing on different outlets is a helpful, useful tool. They stated that communication to
customers is top of mind to Entergy.

11. Summary of Testimony Energy Policy Network (EPN)
from Randy Eminger, and Jackson Walker Law
Executive Network, and Firm
Michael Nasi, Attorney

Mr. Eminger stated that a lot of attention has been put around the weather, but that what started five
years ago is being left out. Mr. Eminger pointed out that in MISO, 45 baseload power plants (coal,
nuclear, and gas) have been closed. In MISO, 15 baseload power plants have closed. Mr. Eminger
stated that the RTOs closed these and that he believes that, if these power plants had been online
during the February 2021 winter event, MISO and SPP wouldn’t have experienced power shortages
like what were experienced during the event. Mr. Eminger indicated that these closures are driven in
part by price, but also through policies of certain states. Mr. Eminger stated that Arkansas should be
concerned when policies in other states are affecting Arkansas.

Mr. Nasi explained that the power shortages in Arkansas are minor by comparison to what happened
in Texas. Mr. Nasi discussed the changes in Texas’ fleet and what has happened in ERCOT. Mr.
Nasi stated that there were great similarities in terms of what has happened in Texas and where
things might be going in SPP and MISO.

Mr. Nasi warned that we were four minutes from the most epic energy disaster in the country. He



stated that he has been involved in advocacy efforts to wake Texas up to the shortcomings of their
energy market design. Mr. Nasi stated that to understand what happened in Texas you have to look at
their installed capacity with one third of capacity being intermittent and baseload shutdowns over the
past five years. He stated that the big story of the February 2021 event was natural gas supply with
finger pointing about electricity lost at the wellhead and gas not being ready for winter.

Mr. Nasi said that he advocates on behalf of every fuel source and that they all have great attributes
and downsides. Mr. Nasi stated that a just-in-time dependent fleet is a risky fleet and that having gas
as the sole dispatching resource is risky. He said that no one wants to talk about the fuel security that
coal and nuclear provide. He indicated that coal freezing in a train was the problem, not frozen coal
piles at plants. He stated that the February 2021 winter event is a story about how great coal and
nuclear are. Mr. Nasi spoke of the need for comprehensive market reforms in Texas, such as
creating a seasonal operating reserve as a new product on the ERCOT market and fuel storage
requirements.

Mr. Nasi recommended prevention of decisions being driven by perceived obsolescence. He stated
that units can be retrofitted with environmental controls, which is a big investment. He said that coal
plants that have made those investments have been happy with it. He suggested that if the coal plants
that retired recently were available, the shortages in Texas would have been limited to about three
hours. Mr. Nasi said that this doesn’t make gas a bad fuel. However, he stated that having gas as the
sole dispatching component of a system is dangerous. He is concerned that Arkansas, MISO, and
SPP are moving in that direction.

Mr. Nasi highlighted a finding in a MISO report that significant disruption is expected once you get
past 30% intermittent resources based on the current transmission grid. He stated that Texas’
experience during the February 2021 event is not an accident given that they have 33% intermittent
energy capacity.

Mr. Nasi recommended that the state stand up within its role in SPP and MISO. He stated that state
policies must be absorbed into RTO market rules. He suggested passing reliability standards and
being weary of retirements. He stated that coal plants can comply with environmental law if you
invest in them. He recommended that Arkansas take a very jaundiced view of any retirements in the
wake of the February 2021 winter event.

The representatives of EPN and Jackson Walker were asked if they see storage for natural gas as a
key part of pricing for RTOs. Mr. Nasi answered affirmatively and talked about the large portion of
the fleet that is served by natural gas and that it is the best technology we have for a quick start. He
said that gas storage is all about siting and economics. He suggested that siting criteria should factor
in gas storage capabilities. Mr. Nasi stated that super low gas prices have a lot to do with the lack of
investment in gas storage capabilities. He emphasized the need for better price signals for thermal
generation to bring about more favorable economics. He stated that he is bullish on storage, but
skeptical about it being a meaningful part of the bulk electric system.

The representatives of EPN and Jackson Walker were asked if there was a sweet spot for intermittent
resources. Mr. Nasi stated that battery storage would allow intermittent energy to be more functional.
He mentioned price spikes happening in colder months when solar and wind did not generate as
much as forecast.

The representatives of EPN and Jackson Walker were asked about where incentives to keep existing
baseload remaining in operational reserve would come from. Mr. Nasi responded that it would be
highly dependent on state policy and market rule of the grid. Markets could better value market
reserves and states could create incentives for reliability, carbon capture, etc. Mr. Nasi said the state
of Arkansas can advocate in its role within MISO and SPP for better valuation of winter fuel secure
resources. Mr. Nasi also described the concept of firming where new intermittent resources must
have thermal backup. Mr. Nasi also discussed his efforts to keep coal plants open. He stated that



once the capacity is gone, it is gone forever. Mr. Nasi stated that he was a firm believer that
environmental controls are a good investment.

The representatives of EPN and Jackson Walker were asked who would contract for intermittent
capacity tied to baseload capacity. Mr. Nasi stated that there is already an ancillary services product
in the market. He described the different ways that renewables and thermal generation participate in
the market. He suggested that there could be a balancing that requires the intermittent resource
generator to have dispatching back up through battery, contract, or with the RTO.

The representatives of EPN and Jackson Walker were asked if they would define baseload as on call
fuels. Mr. Nasi stated that we are in good shape in Arkansas right now, but that MISO and SPP are
heading in a direction that will look like ERCOT driven by tax policy for wind and solar and state
policies. Mr. Nasi suggested that states pass policies that prioritize dispatching and ensure reliability.
Mr. Nasi stated that future building plans in MISO and SPP look scary.

The representatives of EPN and Jackson Walker were asked how to bring about Mr. Nasi’s
recommendations when different states have different processes. Mr. Nasi stated this is a difficult nut
to crack because each state sets policies based on their values.

12. Summary of Testimony PPGMR, LLC
from John Peiserich,
Attorney

Mr. Peiserich explained that his comments are his own and do not reflect his clients. Mr. Peiserich
suggested that Arkansas adopt a similar statute to the Texas Disaster Act of 1975 to relieve electric
generation facilities and other industrials of certain obligations under environmental rules if the
Governor issues an executive order that a disaster has occurred or is imminent. The period of
regulatory relief would only continue as long as the disaster is ongoing, but no longer than thirty
days. Mr. Peiserich indicated that the relief could come in the form of time extensions on compliance
or waiver of emissions control requirements or continuous emissions monitoring requirements until
the emergency passes before making a repair instead of shutting down the unit immediately. Mr.
Peiserich explained that Texas invoked this act during the February 2021 winter weather event and
that it allowed suspension of 15 chapters of TCEQ rules to provide flexibility needed to respond to
the event.

Mr. Peiserich was asked about his opinion regarding how baseload generation should be looked at.
Mr. Peiserich responded that we have to have a fuel mix. In his position, he doesn’t have to worry
about economics. He stated that natural gas is clearly best from an economics perspective. He
indicated that the bigger issue is that we have other types of generation (hydro and nuclear) that
would provide tremendous benefits across the board, but they are almost impossible to permit. He
explained that it may take 10 — 15 years to permit a nuclear facility.

13. Closing Remarks Secretary Keogh

Secretary Keogh concluded the hearing at 4:14 pm.
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SECRETARY KEOGH: Good morning to all of
you that have come this morning after a Memorial Day
holiday weekend. We thank you for taking the effort
to be here this morning to participate in the Energy
Resources Planning Executive Task Force commissioned
by Governor Asa Hutchison.

Today is June 1st, 2021, and we are here
present at the Arkansas Department of Energy
Environmental Headquarters to hear testimony for the
Energy Resources Planning Task Force. This is
actually the second day of hearings. We had a
hosted a hearing last week and we can speak to that,
as needed.

Just by introductions, I am Becky Keogh,
Secretary of the Arkansas Department of Energy and
Environment. And I have the pleasure of serving on
this task force with Secretary of Commerce, Mike
Preston to my right; Director of the 0il and Gas
Commission Larry Bengal to my left; and Kevin
Pfalser, Director of the Liquified Petroleum and Gas
Board to my far right.

And we appreciate Secretary Preston, the
participation of Director Sparks who joined us last
week for the first day of hearings who was the

Director of the AEDC Existing Business Resources
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Division.

We also have a number of staff that are
supporting these hearings as well as the development
of a report that will go to the governor. Staff
today, if you have any questions, if you're here, we
have Troy Deal and Beth Thompson in the back of the
room, as well as Morgan Acuff, I believe, outside.
Andrea Hopkins up front here.

We have two folks taking notes, Tricia
Treece and Dan Pilkington who are helping us prepare
the report. But the staff are all supporting all
the department staff are supporting in efforts.

On March 3rd and I'1ll introduce my
communications director, Donnally Davis, who has also
been key to making this all go forward. And then our
chief counsel, Shane Shane Khoury in the back who
is also supporting our initiative.

On March 3rd, 2021, Governor Asa Hutchinson
signed Executive Order 21-05 to establish an Energy
Resource Planning Task Force. And the purpose of
this hearing today is to gather information from
testimony in order to better prepare our state
infrastructure in the event of another statewide
emergency, which we all hope not to have. But we

know it's best to be prepared and plan for.
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We've had a number of 100-year events, as I
mentioned earlier in some conversation: A flood, and
then followed by the pandemic, plus the ice storm.

So we know too well in this administration that
preparedness is important for the state, not only for
our administration of state services, but to our
citizens and to make sure that we are planning,
especially as our environment changes and certain
particularly in our energy sector. The energy sector
is in such a dynamic state of change, we want to make
sure that all that is done effectively.

I'll take a personal moment in opening. I
wanted to mention that during the holidays, I know
that we do have a number of people present. But we
also have some folks joining us by Zoom, I believe,
this afternoon from some of the electric utilities.

I believe today we have, this morning, everyone here
is present.

But we also are those of you that speak,
we are also live-streaming as many of the state board
commissions and events, such as legislative
committees are. So this is being live-streamed and
we appreciate the service of Arkansas PBS, the ARCAN
station, so it can it is being taped for future

reference, should you desire.
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I'll say hi to my granddaughter, who may be
live-streaming this morning, as I was giving her the
information as she's here today visiting for the
holiday weekend and extended, so appreciate that.
Anyway, so I'll say hi to Isabelle and tell her to
pay attention.

She lives in Houston so she actually had
more extreme effects at her home than Arkansas did,
as you know, as they lost power and water for a
number of days during the storm. They're positioned
in.

So just with that, I'll move forward. As
chair of this task force, I will call the names of
organizations that will provide testimony today. And
when your organization is called, I will ask you to
just come forward to the podium or, I guess the
table I think we have a table set up over here for
your convenience.

There is a mic. And the way the mic works
is you push the button. And if you see the lime
green, you're on. And if it's a nice forest green,
you're off. So make sure you're bright, turned on,
as 1t 1s difficult, from what our understanding,
to hear. We may be able to hear you up here, but T

believe there was some difficulty hearing some of our
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speakers at the last hearing, particularly on the
live-stream, so we want to make sure everyone can
hear your words.

We ask that testimony be limited to five
minutes per organization that's presenting this
morning. If you have multiple folks that come to the
table, that's fine. Just we ask you to collectively
use that five minutes appropriately.

And then after that opening statement, if
you will, if you have one, I'll ask and open the
floor to the task force members to be able to ask
questions if they have follow-up questions. I know
they've done their homework and studied prefiled
testimony that many of you submitted to us,
background and perspective. And so we want to build
on that, again, trying to fill in any information we
need as we go forward.

We hope that we'll be able to gather this
during these hearings. There could be potential
follow-up later based on something we hear in another
hearing, but we'd like to make sure that we are being
efficient with your time as well ours and getting
these recommendations well thought through, but also
presented in a timely fashion.

So we've allotted about 15 minutes, as 1
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mentioned, for that quick Q&A portion of the hearing
for each of you. And I know Andrea Hopkins has the
pleasure of being our timekeeper for the hearing.
She'll be gracious, but she will be present, if you
start extending your time. We'll ask you to be
respectful of these time limits to that extent so
that our hearings will conclude appropriately.

So the first speaker this morning we will
ask to testify is Black Hills Energy. I know we have
several representatives here, and I'll ask you as you
step forward I'll mention as you come forward
we'll be asking CenterPoint Energy to come forward
next. So with that, just give you a little bit of
time to prepare.

So if you'll just -- again, if you'll state
your name, your title -- your title and your
organization for the record and for the benefit of
those listening today. Appreciate that

CHAD KINSLEY: Good morning.

SECRETARY KEOGH: Good morning.

CHAD KINSLEY: Members of the Task Force,
I'm thank you for the opportunity to be here with
you today to discuss this important topic. I'm Chad
Kinsley, Vice President of Operations for Black Hills

Energy. And with me today is my colleague, David
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Brink, our senior manager of gas supply.

The first handout that I gave you just
gives you a high-level overview of who we are as a
company. Black Hills is proud to serve nearly
1.3 million natural gas and electric customers across
eight states.

And the page, in Arkansas, specifically,
we're a local gas distribution company that serves
more than 178,000 customers across 100 communities
and 19 counties in Arkansas.

And all of us are familiar with the
February of extreme weather conditions that descended
upon a large section of the country. For context,
Northwest Arkansas reached near-record-low
temperatures approaching 20 degrees below 0. And our
system experienced a new system peak day of 130
I'm sorry, 311 million cubic feet delivered, which
exceeded our prior peak day by more than 10 percent.

Across the state, our technicians bundled
up and worked tirelessly to ensure gas kept flowing
reliably to our customers. Overall, the investments
in our team and our system enabled us to successfully
meet the extraordinary demand for natural gas.

Beginning February 10th, based on these

below-normal forecasted temperatures for a prolonged
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period, we began encouraging customers to conserve
energy. We aggressively shared this message with our
customers and stakeholders, using channels such as
direct communication, broadcast media, social media,
and our website.

As temperatures continued to plunge and
demand surged, we redoubled our outreach to customers
and the public to conserve. Our team began directly
contacting large-volume customers, advising them to
prepare to curtail their usage.

By February 1l6th, the interstate pipeline
delivering gas to our system issued an emergency
response operational flow order requiring customers
without Human Needs affidavits to curtail their
usage. Black Hills Energy also received force
majeure notices from our supplies due to insufficient
upstream supply, production well freeze-offs, failure

of compressor facilities, and other supply

disruptions.

Then on beginning February l6th, we did
lose service. This is the one place we lost service
to our customers, in the community of Pea Ridge. TWe

lost about 22,056 customers in the Pea Ridge area due
to capacity constraints on our system.

This constraint is now being remedied by an
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Arkansas Public Service Commission-approved pipeline
project that will provide sufficient capacity to the
Pea Ridge area for many years to come. Overall,
though, our team and our system performed very well
during this historic event.

As a requirement and sound business
practice, every year we develop a natural gas supply
strategy, which is filed with the Public Service
Commission. Our storage assets in the River Valley
are an important part of this gas supply strategy and
help reduce the exposure to dramatic commodity cost
increases and failures of the interstate gas
supplies.

Looking forward, it's important for
Arkansas to continue to provide support in policy and
regulatory environments that encourage development of
Arkansas energy resources, including natural gas
production, storage pipeline, and renewable gas
facilities.

Black Hills will continue to evaluate
prudent investments that would further improve the
reliability and reduce exposure to dramatic increases
in natural gas prices or failure of the interstate
gas supplies.

Also in the future, if electric utilities

11
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find it necessary to implement rolling blackouts
during extreme events, we'd encourage close
coordination with gas utilities to the extent
possible, since upon power restoration, there can be
an increased surge in natural gas demand due to
nearly all the affected loads coming on concurrently,
which could result in even further strain on the gas
distribution system.

In addition to continuing to help our
customers find ways to conserve energy, we're
dedicated to helping customers in need of assistance.
Our customer service representatives worked extended
hours and were well prepared to provide guidance and
support.

Black Hills Energy has already begun
sharing additional communications to customers so
that those in need of financial assistance are aware
of all the options.

Again, we appreciate your interest and your
time this morning on this important topic. Black
Hills Energy, along with other jurisdictional
utilities, are also participating in a Public Service
Commission investigation docket also related to the
winter event and will remain committed to working

together as we move forward.

12
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Thank you, and look forward to answering
any questions you may have.

SECRETARY KEOGH: Thank you for being
present. Did you have additional comments that you'd
like to make?

Well, thank you so much. And we did, in
our first hearing, hear from Public Service

Commission Chairman Thomas, as well as

representatives of the Attorney General's Office. I
know they're they also have ongoing review of
the of what occurred under their authority, so

they are compelled to conduct during an event like
that.

So I guess differentiator for this hearing,
we believe, and the purpose the governor set forth is
approach of looking at lessons learned and resource
planning for our future as a state. And so we hope
that this conversation sets the tone of how we
continuously improve what we do and how do we respond
to changing conditions and be better prepared.

So with that, I know you mentioned that
notification was important, and it sounds like you
conducted a number of notifications.

And I guess I would just question, if

there I know your commercial customers or business

13
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customers might have been more directly affected by
the cutoff or curtailment, 1is there a process that
y'all use to I know you described the curtailment
process, but did you have any customers, specifically
that kind of got caught off guard, and they had not
filed affidavits? Or is there a way that we can
enhance that process to make sure that when the
unfortunate events occur, that they are prepared to
make their contingency plans or whatever adjustments
that might prevent costly damage to their equipment
or perhaps even more in tragic situations?

CHAD KINSLEY: Sure. I would say,
certainly, I think there's opportunity to improve
that process. Black Hills hadn't had to curtail a
customer probably for about 25 years. We looked
back. So that process was fairly stagnant, frankly
So I think there is opportunity to improve that
process.

We started on February 10th with broadcast
media, asking customers, making them aware to start
thinking about conserving energy because of the
forecasted temperatures and forecasted demand. And
then and that was on a Wednesday.

By Saturday, we had started reaching out

directly. Our business development team, who manages

14
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our key accounts, started reaching out directly to
our large-volume customers, beginning to inform them
that they would potentially need to be curtailed or
to ask if they could start to reduce their usage.

And we continued those direct
communications with our large=volume customers
throughout the event. But there certainly is
opportunity to probably improve that process and help
educate, frankly, our customers and transport
customers who buy their gas from other suppliers on
the process overall.

SECRETARY KEOGH: Thank you. And any
specific recommendations as you evaluate these
processes, please feel free to share those with us so
that we can incorporate them in our report that we
will be providing to the governor following the
hearings.

And I believe we'll be preparing that this
summer with the concept of a draft being available,
hopefully in early August, so that even those of you
that are participating can offer additional
information that you may have learned.

So with that, I'm going to turn now to the,
I guess, Secretary Preston, if you have a question.

Then we'll move across the board and come back for

15
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additional questions.

SECRETARY PRESTON: First of all, thank
you. I appreciate y'all being here and coming down.
I will say, your team's communications was real good
throughout the process. I appreciate Charlie and his
representation working with our team to make sure we
have that flow of information, so I do appreciate
that.

Has there been any follow-up with those who
were curtailed in Pea Ridge on the business side of,
hey, here's what happened? Has that been, you know,
clearly communicated to them, this is what the
process is going to look like going forward?

CHAD KINSLEY: Yeah. Specifically with the
community of Pea Ridge we had similar communications
through Charlie and others on our staff making the
city leaders aware of the situation. Also took out
newspaper ads, trying to make the community aware
essentially.

So I'd say, yes. And it was very apparent.
We've started building that pipeline already up to
that community. So we've gotten questions through
the community about that. Specifically to, you know,
every individual, you know, residential customer, we

haven't made communications specifically to every

16
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residential customer. But largely through the city
and through newspaper ads, we have

SECRETARY PRESTON: And I guess I'm just
thinking from a perspective of recruitment and
economic development working on industrial clients
that we're trying to convince them to come to
Arkansas.

How do we convince them that, hey, here's
what happened in the past; here's how we can assure
them it's not going to happen in the future. And I
guess your point would be the new pipeline coming in
would prevent in that area, but you know, for the
rest of the supply area, what would we want to tell
folks?

CHAD KINSLEY: Yeah. We would want to say
that was a known issue. We knew that we were going
to need additional capacity in the Pea Ridge area.
We had projected it. We projected in our engineering
department that we would need it by this coming
winter. We just didn't use in 20-degree-below 0
temperatures.

So we're refining system models and we're
always projecting and building our system, planning
our system to meet the growth that is going to be

needed, you know, essentially a decade to come, in
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that five to ten-year window, so.

SECRETARY PRESTON: Well, I appreciate it
and I appreciate you guys always been great to work
with on the economic development side as well. So
it's very important to have that relationship in
place. Thank you

CHAD KINSLEY: Thank you.

SECRETARY KEOGH: Thank you. Secretary
Preston, I will go next to your right to Director
Pfalser if he has additional questions.

DIRECTOR PFALSER: I appreciate y'all
coming down this morning. I know the weather wasn't
great coming down from Fayetteville. 1I'm glad that
you're here.

In your prefiled testimony, you referred to
the federal government and possibly other local
governments that are they're passing regulation
that is opposed to natural gas. You know, for the
last few years, it's been considered a green. I
mean, 1it's always been associated with green. So why
is there opposition to further development and use of
natural gas for heating homes or generation of
electricity?

CHAD KINSLEY: That's a great question,

Director, one that, frankly, we don't understand.

18
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And I think the natural gas industry is working to
tell our story about how natural gas really has
helped offset coal and other other more greenhouse
gas emitters and really to help improve, you know,
the greenhouse gas reduction across the country.

And so I think part of it is the lack of
our industry needs to tell our story better.

DIRECTOR PFALSER: Gotcha. 1It's just been
lumped in with all the fossil fuels, so there you go?

CHAD KINSLEY: Correct.

DIRECTOR PFALSER: Okay. We were talking
earlier about the weatherization of equipment and how
that really impacted the situation. And it's
difficult when that equipment lies outside the state,
for us to have an impact on that.

Can you all think of a way that this state
could help, or what steps might be taken to ensure
the even if you put in another line to Pea Ridge,
for example, it wouldn't help them if those if the
equipment was frozen and couldn't deliver.

So can you speak to how the State of
Arkansas might participate or might help with the
weatherization that's going on in Oklahoma or Texas
or somewhere else?

CHAD KINSLEY: Yeah. I think a couple

19
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ideas that I would offer would be looking at the
supply side, you know, the Fayetteville shale,
looking at developing Arkansas' energy resources.
Are there opportunities there?

There's peaking facilities. Peaking is an
important aspect of being able to cover your peak
loads. And so if there's ways the state could,
through the 0il and Gas Commission, or other entities
could help study, are there storage facilities, you
know, depleted hydrocarbon reservoirs, or you know,
prior gas production? Could some of those facilities
be be transitioned to natural gas storage?

So you can put the natural gas in the
ground in the summer and withdraw it during peak
loads in the winter. I think that would be —-- be one
area that we could explore further.

On the demand side, the state could
certainly look at expanding energy-efficiency
programs to both across industry and residential
energy-efficiency programs to reduce or slow the
demand growth for natural gas, which we're -- just
helps balance the supply/demand equation.

DIRECTOR PFALSER: Okay. And we had and
then just one last thing. We talked about some of

the commercial Secretary Preston referred to the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

larger users.

At one time, it seemed like they all had
some standby in the event that they had to be
curtailed. And it seems that those have the
storage has been sold into the LP gas industry.

You said it's been 25 years since you've
had a curtailment or something like that. So are you
seeing this, a lot of your large users no longer have

the ability to provide fuel on-site for a period of

time?

CHAD KINSLEY: Yeah. We have seen that
diminish over time. I think the economics just
haven't been there as natural gas prices have have

reduced over this last decade. It's hard to justify
that capital investment, or that ongoing operating
expense for some of our large customers.

After this event, I will tell you and I
go out and meet with some of our key accounts
periodically, and that topic is coming up more. We
see it not as much on the LP side, but more on diesel
side, depending on on the industry, so to speak,
where they may have a Number 2 diesel tank on-site
for storage or back-up facilities

DIRECTOR PFALSER: So some incentives for

that particular purpose might help someone?
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CHAD KINSLEY: Yeah. That might help some

industries.

DIRECTOR PFALSER: Thank you.

SECRETARY KEOGH: Thank you, Director
Pfalser. I'll turn to Director Bengal for follow-up
questions.

DIRECTOR BENGAL: Thank you. Good
presentation in your prefiled testimony. A lot of
information there, covered it pretty well.

Looking at the map that you handed out of
your service area, I see Arkansas is on the extreme
southeastern part of your service area. I'm going to
assume that the gas that serves Arkansas is coming
from the Oklahoma, Texas area?

CHAD KINSLEY: That's correct.

DIRECTOR BENGAL: Because when you said you
did not have a curtailment in 25 years, you said
other service areas. I'm going to assume that the
northern supply sources have weatherization in place
that would have prevented that.

TOM STEPHENS: It's kind of hard to speak
to that because most of the gas that we buy is from
upstream suppliers and/or pipelines. I believe that
the bulk of our, you know, supply does come from

Texas, Oklahoma, that area.
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DIRECTOR BENGAL: Even in your northern
part of your service area?

TOM STEPHENS: Are you talking Arkansas
or

DIRECTOR BENGAL: No. I'm talking about
Colorado, South Dakota.

TOM STEPHENS: Yeah. Colorado a lot of
that would have, I believe. O0Of course, this event
affected the midcontinent by and large the most. And
so the bulk of that would be Texas, Oklahoma, that
area. So you know, even Kansas territories, that
sort of thing.

So typically, the further north you get, I
believe you will see weatherization to a greater
extent. It's just unusual for this type weather to,
you know, dip this low and in the midcontinent.

DIRECTOR BENGAL: That weatherization be
primarily an industry initiative?

TOM STEPHENS: I think that would probably
be something that either the states or the producers
will have to look at themselves. You know, a lot of
its wellhead freeze-offs or, you know, is what we
experienced or that's what we were, you know be a
force majeure

And so I think that would be more between
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the states and the producers to kind of come up with
what's developed there for requirements.

DIRECTOR BENGAL: Are you aware of any
state initiative that would incentivize that
winterization that other states may use?

TOM STEPHENS: Not at this point. I
think I think Charlie indicated that Texas was
looking at a bill, but I don't know that there's any
incentives in that to facilitate weatherization.

DIRECTOR BENGAL: What would that be, in
Texas, they be looking at?

TOM STEPHENS: I think it was just looking
at requiring some type of weatherization for that
production, is my understanding.

DIRECTOR BENGAL: And you operate two
storage fields here in Arkansas that you recently
acquired.

TOM STEPHENS: We do.

DIRECTOR BENGAL: Do those fields come into
play in the shortage that we experienced here? Were
you able to withdraw gas from those fields?

CHAD KINSLEY: Yes. We do. As you
alluded, we have two storage facilities in the Ozark
area and they played a tremendous they were a

tremendous asset for us during this event. We were
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pulling about 170 million cubic feet of gas out of
those facilities a day, sending it largely north to
Northwest, Arkansas. But they were were very
important assets for us.

DIRECTOR BENGAL: I know you recently
acquired those. You probably looked at other areas
in Arkansas. Do you have you identified other
areas that might support additional storage?

CHAD KINSLEY: We haven't looked at that.
And that's one of the things I think where there is
an opportunity to look at, you know, with there's
the Fayetteville shale and into western Arkansas, the
River Valley, if there are additional reservoirs that
could be storage become storage facilities and
help from a peaking perspective.

DIRECTOR BENGAL: Yeah. I know it's hard
when you're limited in we heard some testimony
last week. Some of the gas users would have liked to
have been notified when the price was going to
increase, as opposed to it just showing up.

Given they may be purchasing their gas not
from that local supplier, but in bulk in a contract
that is going through your system, is that a
contractual how would that actually is that

even feasible, for folks to be notified of a price
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increase that's going to occur in a very short period
of time?

CHAD KINSLEY: Many of those folks that
are there's two different types of customers.
There's in the industry, they're called transport
customers. And they're that entity, that company or
end-user is buying their gas from a third-party
supplier. So Black Hills, as the local distribution
company, isn't privy or part of that transaction.

We're essentially a trucking company. We
take the gas that they bought from a third party and
deliver it to the their facility.

So that becomes more challenging, to help
give them price signals in that type of contractual
arrangement. They can certainly build that build
that into their contracts with their suppliers to
give them price signals. I would think there might
be some opportunity there.

As a regulated utility, our prices are
fixed. And so our price prices don't necessarily
change except annually or when we make a special
filing with the Commission, as we have with this
event.

DIRECTOR BENGAL: Thank you.

SECRETARY KEOGH: I know our time has come
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to an end for this one, but I did have one follow-up
guestion. TI'll take Chairman privilege to do that.

Speaking to the cost question, I appreciate
Director Bengal asking that question because I know
there was some folks that might have chosen to reduce
further their gas usage, had they had the opportunity
maybe earlier in the process, anticipating that it
might impact gas or cost ultimately on them.

But in the electric utility side, and I
know y'all also operate utilities, you're probably
familiar we talked about this as well, that
there's interruptible tariffs that are established to
kind of encourage customers that may have the ability
to curtail quickly, a price advantage when they don't
have so that, you know, they're kind of first off
if we need to turn them off.

Is that feasible in the gas supply side of
your business? Or is there a process that we could
look at, or you perhaps as a gas provider or pipeline
companies could look at to contractually establish
that framework going forward?

CHAD KINSLEY: I would say it's something
we could consider. Currently, Black Hills does not
have interruptible gas tariffs, like so we would

have to look at opportunities to do that. Much like
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on the electric side, it may require sending two
meters because we would have to know which how to
curtail their usage, which I think because most
customers don't want to curtail all their usage.
They want to retain some some level of gas usage
for plant protection, for maintaining that so their

plants don't freeze up and, et cetera.

So I think it's something we could look at.

We don't have the mechanism currently to do that.

SECRETARY KEOGH: Thank you. And I
appreciate that. That was just a concept that came
up that was perhaps more uniquely used on the
electric iteration side of the delivery side. I
wasn't sure if it fit for gas providers.

With that, we appreciate your time this
morning. Thank you so much. I think you have been
very helpful responses to me, I know, and it appears
to the other members. So I appreciate that.

We hopefully will like I said, have
draft reports available and I'll look forward if we
have any follow-up. With that, we'll ask
you we'll end our time with you and we'll ask our
representatives from CenterPoint Energy to come
forward at this time, again providing title and

organization as you introduce yourself. Thank you.
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And to put the next speaker on notice, I
believe it's the AIPRO organization if you'll want to
come forward and make comments this morning.

MILES KENNY: We've got a presentation.

MR. DEAL: And the first screen is up on
Zoom. They can see it on screen.

MILES KENNY: All right. Good morning,
members of the Task Force. First, I want to thank
you for the opportunity to give us the opportunity to
talk about our experience from the February event.

My name is Miles Kenny. I'm the Vice
President of Gas Supply. And with me today is Cindy
Westcott, Vice President of Operations for Arkansas
and Oklahoma territories.

We think about gas supply in my area of
responsibility, you can think about taking supply
from the market area and getting it to our
distribution system. Slide 2, please.

And before we dive in, it's very --

SECRETARY KEOGH: FExcuse me, I was reading

the first slide. I apologize for interrupting. You
had noted it wasn't for public disclosure. I just,
for in full transparency, this is being
live-streamed to the public. So if there's any

sensitive information, I would ask that maybe you
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skip that slide quickly or if you feel uncomfortable
I just don't want you to be in a situation that
you're uncomfortable.

MILES KENNY: I think we're safe with
everything that's on there.

SECRETARY KEOGH: Thank you. I just wanted
to be respectful

MILES KENNY: I appreciate that.

So the slide we're on should say we're not
speculative gas traders. Is that the one that we're
on?

Okay. Yeah. Before we dive in, I think
it's extremely important to understand at some point
we're not speculative energy traders. We're only
purchasing gas for our customers' needs specifically.
So again, Jjust purchasing. Slide 3, please.

And this chart here represents the wide
variety of managed scenarios that we see in Arkansas.
Accordingly, we must have a supply portfolio that can
provide reliable supply and price protection to our
customers during all months, all weather scenarios,
both warm and cold. Slide 4, please.

And our supply strategy is focused on a
diversified portfolio with multiple supply products

and pricing strategies. Depending on the level of
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demand, warm or cold will determine which supply
products will be used to help balance reliability,
reduce price volatility, and maintaining a reasonable
price. Slide 5, please.

Here's a high-level wvisual of our monthly
supply plan for this upcoming winter season. Again,
showing the multiple supply products that will be
utilized. Slide 6, please.

And this chart shows the supply products
that were utilized to fully meet all of our supply
obligations and keep our customers warm during this
February storm. As you can see, our storage and
asset management contracts that are based on summer
pricing were able to cover 50 percent of our supply
demand during that week.

Our call options based on monthly index
prices covered 26 percent of our demand. And then
24 percent of our demand was covered with supply that
was purchased in the daily market. Next slide,
please.

And before I open it up to questions, I
can't speak about the February storm without
recognizing the tireless work of both our field and
office employees during these extremely difficult

times, and reiterate that CenterPoint was able to
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deliver all of our supply necessary to our human
needs customers to stay warm during this
unprecedented extreme weather event. And that
concludes my prepared remarks. Thank you.

SECRETARY KEOGH: Thank you so much. That
was very helpful to us and I know since it is
marked I was asking counsel if we prefer that we hand
these back to if you want them to remain
confidential, I know it's been verbally communicated.

MILES KENNY: I think we're good. Thank
you

SECRETARY KEOGH: Whatever you prefer in
that case.

MILES KENNY: You can keep it. Thank you.

SECRETARY KEOGH: Thank you. I appreciate
CenterPoint's transparency today. And in your
written statements, I know that you provided
excellent information and some of the stresses. And
I too want to acknowledge the work by many of the
utility companies and their employees that and in
getting fuel distributed in extreme difficult times.

And I know many trucks were on the road
delivering. Exceptional effort made when it wasn't
exactly safe to do so. So thank you for their

efforts and their work to make sure Arkansans as well
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as other citizens across our region had the most
available resources they possibly could.

Again, similar question I'd ask before: Do
you have any recommendations on perhaps this whole
scenario of needing fuel, but then also wanting to be
cost sensitive so anything that can be done on the
front-end in terms of your contracts or that would
allow a customer to indicate preference to be
curtailed if the cost exceeded a certain level? Or
if there's a, you know, a hard line on minimum
provided provision of gas that they need to avoid
some kind of catastrophic damage.

I guess that's a different way to ask it,
but I think that was the question I was asking
earlier. Do you have any comments on that?

MILES KENNY: I do. So, you know, two
things I'1ll point out: One being, if you took one
from a supply perspective or one nugget that I think
you should take away is a diversified portfolio.

So you know, again, I mentioned that all
but, T think the number was 24 percent, of our
portfolio was shielded from the high pressure
high-priced daily market. And that's just because of
the supply diversity. We have a lot of different

products that fit into that portfolio.
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And depending on which state and which
region, there were different types of scenarios that
happened. So not walking away thinking that storage
is the silver bullet or that any other pricing
product is. 1It's really around supply diversity.
Pipeline and many upstream suppliers, the broader you
can cast that net, the more opportunity you have for
protecting your customers.

As far as for some of the customers that
wanted to have an indication on price similarly to
Black Hills, those are transport customers that have
a separate supply and they would need to work that
out in that standpoint. But it's really important
that those transport customers understand the
contracts they're under.

There's a lot of details that are separate
from price. It can't be short-term; it's got to be
long-term focused in understanding what are all those
obligations that their suppliers have, but also what
do those transport customers' obligations have. When
you are curtailing down to human needs, what are the
obligations of those customers that are not human
needs customers, regardless of whether they're a
CenterPoint customer or a transport customer.

And I think it's also worth noting that
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when we went through our curtailment procedures, it
was not a result of CenterPoint's system being on the
brink. It was really an indication from upstream
supplies, that in order to maintain the reliability
of those upstream markets, we were doing curtailment
downstream on our system to ensure that they we
were able to maintain a broad reliability across the
market.

SECRETARY KEOGH: Okay. I'll turn to
Secretary Preston for any follow-up.

SECRETARY PRESTON: Thank you, Madame
Chair. And I appreciate the testimony. And again,
I'll just echo that CenterPoint's always been great
to work with on the industrial side and the industry.
And throughout the event of February of this year,
y'all answered my phone call many times, as I was
getting a lot of industrial calls. And y'all were
kind enough to handle those calls. Maybe we didn't
have the answer then, but we could at least talk
through it so we could get the information back. So
that was very helpful and I appreciate you and your
team for doing that.

I guess, kind of what just kind of help
me understand this: Is some of the feedback we were

getting is it was getting to the point where it
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looked like there might be a curtailment for some
certain industrial users. What T was getting was,
well, can we just have a limited supply to keep our
facility open, to keep machines from freezing up.

But as I kind of understood it more
throughout the process, it wasn't a matter of how
much gas supply you could use. It was either you had
gas or you didn't. Is that kind of how it goes? So
you guys can't really decide, all right, this
customer, you know, they could do without; but this
one has to have it for a reason? You guys aren't in
a position to make that decision, right?

MILES KENNY: Well, I think just to your
opening remarks, it's really around collaboration,
right. So we're not out to, you know, during times
like this, making sure we're maintaining human needs
but also not looking for catastrophic, you know,
equipment failure for industrial customers.

So just making sure what we're clearly able
to walk down that pass. But then, again, those
customers need to work with their upstream supplier.
If they're being curtailed and they don't have the
supply to get to that customer, they need to work
through that as well.

So it's a collaboration across all levels,
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supplier back to the pipeline with the customer all
being involved equally across, just making sure we're
all on very clear expectations of what the demand
would be so we can plan accordingly and make sure
that no matter what, the nursing homes, residential
or not, going to end up losing service because some
customers were taking more than they're than what
should have been during that curtailment process.

SECRETARY PRESTON: Has there been any
thought or consideration going into next year?
Hopefully, we're not in this situation like we were.
Have a much calmer winter next year, but just
planning going into that, to have those conversations
prior to so we can kind of have a plan 1in place?

MILES KENNY: TIt's already happening. I
mean, there's -- similar to this, there's a lot of
conversations happening across all aspects, just
around. I mean, some customers have said they want
to leave transport, go back to sales just so they can
be more in that structure group. But then there's a
price there's a give and take on any one of those
scenarios.

So all those conversations are happening,
making sure that, you know, customers are looking at

on-site backup. All those pieces are absolutely



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

38

happening.

SECRETARY PRESTON: And I would just offer
from the industrial side, if there is help that we
can from my Department of Commence with the
industrial side, let me know. Certainly we want to
be a part of that conversation and be helpful if we
can.

MILES KENNY: Thank you.

SECRETARY PRESTON: Thank you.

SECRETARY KEOGH: Likewise, from our
Department of Energy, resources and planning,
anything that we can do from a more wholistic
standpoint, a more direct relationship than we do
have -- I failed to recognize Mitchell Simpson in the
back of the room, Arkansas Energy Office, here today
as well. So we're appreciative of that.

With that, Director Pfalser, do you want to
offer a follow-up question?

DIRECTOR PFALSER: Appreciate you all being
here today. In your presentation, under supply
products, you mentioned storage call options and then
some peak shading with LNG or LP. Do y'all have some
LNG?

MILES KENNY: In other areas of our overall

footprint. We do not in this Arkansas region. Yes,
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sir.

DIRECTOR PFALSER: And that is been LNG,
that doesn't seem like it would be very expensive
storage option or a way to help with peak, is that
you feel that's really a good asset to help?

MILES KENNY: You know, you've really got
to take each scenario on its own and look at one,
location of customers. Would a new supply source
have an adverse effect on any of the customers in
that region.

But also sometimes when you see an LNG
scenario that works better than what you may have, a
longer lateral and at the end, there may be some
supply issues at the tail end of the system. So it
may be a way to put supply at the other end of the
line just to add some balance and reliability there.

As of right now, there's no need for that.
What we have right now again, during the storm we
maintained all of our supply needs and pressures. SO
it's something that we're constantly evaluating,
looking at where is growth, what are the next things
that we need in order to add additional reliability.

DIRECTOR PFALSER: You had mentioned that
part of your diversity in offsetting what happened

was 50 percent you relied on and you said it was from
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your summer. Was that from futures, the natural gas
that you had purchased for the summer, you used up
during that?

MILES KENNY: Well, so the way a storage
facility works in at the highest level, you inject
supply during the summer lower-demand months. So
generally speaking, during the lower-price summer
months, and then you store that underground until the
higher-demand winter months. So you're pulling out
the gas

DIRECTOR PFALSER: Okay.

MILES KENNY: at those summer prices.

DIRECTOR PFALSER: Okay. Do you have any
idea why any government at any level would be adverse
to natural gas, expanding natural gas? You know,
there's been some comments that not only at the
federal level, but also at the state, maybe local
governments are putting in place policies that are
moving away from natural gas.

MILES KENNY: I see no reason why you would
do that.

DIRECTOR PFALSER: That's all I have.

SECRETARY KEOGH: Thank you, Director. And
I'1l turn to Director Bengal our 0il and Gas

Commission.
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DIRECTOR BENGAL: I won't take much time.
What is the what is your service area? How many
states does it cover?

MILES KENNY: We've got eight states. So
Texas, Oklahoma, Arkansas, Mississippi, Minnesota,
Louisiana, and Mississippi. I would have to write
them all down.

DIRECTOR BENGAL: So I assume their service
of gas the gas is sourced out of Texas.

MILES KENNY: Some of it. Yes, sir.

DIRECTOR BENGAL: Okay. Where is your
storage primarily located?

MILES KENNY: On the Enable system.

DIRECTOR BENGAL: Which state, though?

MILES KENNY: I'm not exactly sure where
the storage fields are located.

DIRECTOR BENGAL: But that storage can
serve Arkansas serves your entire system?

MILES KENNY: It does supply portion a

large portion of the Arkansas footprint.

DIRECTOR BENGAL: Okay. Are you do
you are you looking for more storage? You
mentioned the storage is not as are you is that

part of your effort, to look at more storage at any

point in your system or
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MILES KENNY: No. Actually, we just
recently made a reduction in our overall storage. So
again, getting too overall diversity of supply. So
just recently we made a reduction in our Enable
storage contract to allow us to bring in some
additional types of supply on the system.

It would allow us to bring in more base
load supply, more market area supply. And again, it
just gets to our strong belief that diversity of
supply is really -- to us, is the silver bullet.

DIRECTOR BENGAL: That is directly from?

MILES KENNY: Just multiple market areas.

DIRECTOR BENGAL: Okay.

MILES KENNY: So it's actually supply
that's flowing in every day, not sitting underground
in storage.

DIRECTOR BENGAL: Is that more reliable
than sitting underground in storage?

MILES KENNY: I wouldn't say that one is
more reliable than the other. I would just say that,
again, 1if you if you looked across the industry as
a whole, you may have seen wellhead supply that
failed. You may have seen storage that failed. So
and if you looked at all areas, a perfect solution

would not have been the same at every single market
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in every area.

So again, just getting back to, you want to
have as much different supply options as possible.

DIRECTOR BENGAL: Thank you.

MILES KENNY: You're welcome.

SECRETARY KEOGH: I just would like to
follow up with one final question. I know -- I think
we have a little bit of time.

But wanted to make sure that one of the
conversations we had with the Public Service
Commission representatives or Attorney General's
office and the electric regional transmission
organizations last week was regarding notification.
That's something the governor heard, and I know I
probably heard some conversation from you also.

What was what is kind of the industry
practice along notification? And the comment made
last hearing was that, I guess, Public Service
Commission does have some regulatory requirements on
the electric utility side, in the event there's a
curtailment or brownout or blackout, that the
customers are notified under a certain protocol.

I understand for your gas customers, your
large industrial customers, that was there were

some notices given as many of them called once they
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got notice about how to address that, perhaps because
they didn't have a human needs assessment or an
affidavit in place.

But I did we heard stories which may be
very accurate that in some cases, someone showed up
at, say, the front gate of an industry or, in fact,
one of the state departments to the, you know
there was a someone showed up at the gate to turn
off the gas supply. That was the first notice they
received.

Is there something that CenterPoint and/or
other companies can do, or is there a best practice
that you can evaluate going forward or give
recommendations on how we we might work with you
as state agencies to get notifications out during an
extreme event so we can make sure everyone's aware
that, you know, this may be necessary?

I guess we just want to make sure that we
are working on the front end, as opposed to reacting
to someone's concern in the future. So that's a
question that I would like to ask about the do you
have any thoughts or comments on that at this time?

CINDY WESCOTT: 1I'll answer that. Again,
my name is Cindy Wescott and I'm Vice President of

Regional Operations for Arkansas and Oklahoma.
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And we are similar to Black Hills,
actually. We couldn't have there was nobody that
could recall us ever having to curtail customers in
Arkansas. So this was definitely an unusual event
and it happened very quickly.

The notifications that we did were
primarily through media, and it started with press
releases to customers and just the general public
around February the 11th. Around February 12th, we
realized that curtailment could be a possibility and
that's when we started reaching out to our large
commercial customers on transportation.

So that group is separate from the sales
group, like Mr. Kenny had said earlier, where the
sales group, we purchase gas for them. And as human

needs customers, we're going to deliver that gas.

The transportation group is just like Black

Hills' situation, is that gas comes across our system
to those customers via a separate contract with a
marketer.

We have over 600 transportation customers.
We did find that there was some of the contact
information that we had was rather stale. People
come and go gquite often, and when you're dealing with

600 different entities, it's difficult to have
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up-to-date information.
But what we have put in place is every
April, and now every October, we're going to go

through that entire list, make sure that the contacts

that we are are up to date, so going into the
winter months, we will at least have had hopefully
minimized the number. That may change between

October and, say, like, February, the event that we
had right now

So that was an opportunity that we found.
We only have two people that are in that group, so it
was a pretty daunting task to contact everyone.

We're going to get multiple people involved with that
contact if we are to go through an event like this
again.

Like I said, you know, I believe that
nobody really understood what the extent of this
event was going to be until it happened. We have
307 479 employees in Arkansas, and of them,
there's over 300 of them that are field employees.

You know, these employees were having to
respond to emergencies. Some of what they did also
was have to go and physically curtail customers
because we didn't want to take a chance on any of our

human needs customers not being able to have gas.
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And like Mr. Kenny said, there wasn't
anything wrong with our system. We've partnered with
the Public Service Commission over years and have
spent millions of dollars to modernize our system.
Our systems performed well. It was just the impact
of the potential lack of supply and the requirement
from our pipeline supplier to make sure that we were
not delivering any gas to anybody that was not human
needs customers.

With that being said, you know, it's an
operational issue; being able to reach all of the
customers was difficult during that time period. As
you can imagine, the roads were slick. They were not
necessary passable. So we did everything we could
operationally, which did include having to shut in
some of those transportation customers.

But we monitored the pressures. Our team
did a fantastic job working with the suppliers that
we had to make sure that what we saw in our system
and what they saw on their system all matched up as
far as pressures go and being able to deliver to the
customers.

That's kind of a long-winded answer to your
question, but I think that there's always

opportunities to do better. And we're looking at
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trying to see what we can to communicate to these
customers better. I do think that there's some
education that needs to happen around what those
transportation contracts mean. And we did see some
of our customers that are maybe have a more robust
group that manages their energy, and they actually
voluntarily shut in because they realized early on
what the cost was going to be to their bottom line on
gas gas pricing.

So I do believe that there's an opportunity
or education for the rest of the customers.

SECRETARY KEOGH: Thank you. And I would
hope that that's the case, that people are thinking
ahead and perhaps lesson learned for them as to be
prepared as well and the customer to engage with
their contractor facility.

But thank you. I grant anything that we as
a state department can do to facilitate notification,
expand your resources during an event, we stand ready
to do that. So I looked forward to working with
CenterPoint or Black Hills should that need arise
again. So please let us know what we can do.

With that, I think that concludes our
questions for you and appreciate your appearance on a

rainy day. And thank you for coming in and being

48



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

available to us and appreciate all the great work
that CenterPoint does here in Arkansas and the
services you provide to not only our residents, but
our incredible business infrastructure and our
government infrastructure. So appreciate y'all's
time today.

With that, I think the next group I'd like
to ask forward is our Arkansas Independent Producers
and Royalty Owners. And the next group will come
forward and we can hear from the production side as
opposed to those that were distributing. Thank you
so much.

Just state your name, title of the
organization, and then welcome to begin.

RODNEY BAKER: Thank you, Secretary Keogh.
Thank you, Secretary Keogh. I'm Rodney Baker. I'm
the Executive director in the Arkansas Independent
Producers and Royalty Owners, AIPRO. And we
appreciate the opportunity to be here today and
participate in the Task Force and really provide

whatever corporation we can, obviously.

I would everybody probably knows this on

your Task Force, but we did not respond to the
survey. And I talked to Director Bengal about this

because, as an association, we did not have the kind
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of specific information your survey asked for. We're
more general in nature, and my comments today will be
more general. It wasn't that we were unwilling; it
was that we were simply unable. And I appreciate
your understanding on that.

ATPRO's association of o0il and gas
producers was formed about 12 years ago, and we were
created to represent oil and gas producers in
Arkansas in the public realm, legislative,
regulatory, also to conduct educational programs for
the public to about the importance of the industry
in Arkansas and what it means to the state.

AIPRO 1is comprised of members from all
three of the production areas in Arkansas, that being
the Arkoma basin, the Fayetteville shale, and south
Arkansas oil production areas. As an association, we
do not produce gas. We do not market gas, so that is
not my area of expertise.

T will comment on the snowstorm as a native
Arkansan and having experienced more winters than
many in this room. I never recall a time when we had
such low temperatures for such a long period of time
with that much snow accumulation. We experienced
parts of those at one time, but not all together.

And the impact of that, as we've heard
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others testify today, was something, frankly, the
state wasn't as prepared for, and obviously that's
why we're here today.

Tt's not a typical snowstorm and it caused
hardship for producers. Our job is to produce the
gas, get it out of the ground. We don't operate as a
company i1f we're not producing. And we bring it out.
We put it in, typically, to a pipeline marketed by
typically by third-party entities.

So molecules of gas that we put in, we're
not necessarily aware of where they're taken out
because they're marketed by somebody else and that's
the way the industry is organized. Our members have
to get it out, if it's going to be sold. And our
we have field people. These are companies, and I've
had a chance to talk to several of our members about
things that happened.

And heating equipment and those kind of
things, we actually have a fraction, number-wise, as
compared to wells. So the top-producing wells are
prioritized to try to keep as much gas going.

Our field staff, in many cases, worked
around the clock. We had I had one member
specifically told me that they had staff that

voluntarily spent the night during those periods in
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their vehicles at well sites that were working. They
were afraid if they left, they would not be able to
get back in. The roads would not allow them to do
that.

Other companies, I know, have required two
people per truck to go out and visit these sites
because of safety reasons, afraid as y'all know,
these wells are located on the interstate of a nice
off-ramp there. They're out in some pretty
hard-to-get-to places sometimes. And if you get out
there in the middle of the night, particularly if
there's communication problems or other problems in
the area, it's difficult.

These people were dedicated. They spent
those many, many hours in those conditions out there
trying to keep the wells producing. And whether
that's rough or not, I don't know, but it's certainly
dedicated and speaks well to those people.

Again, we were happy to answer any
questions that we can today. And we do agree that we
need take a hard look at some of these things.

SECRETARY KEOGH: Thank you so much for
appearing, Rodney. And I know you have a diverse
association with a lot of members. And we heard from

Arkansas Environmental Federation last hearing who
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had similar challenges with the questions because,
obviously, one answer does not fit everyone. And as
an association, you represent the entire group.

But with that, we do appreciate your
appearance today and appreciate the hard work that
you and your organization does. Having personally
experienced working in Arkansas production,
those those sites are very remote, very extreme
remote locations.

I know and I know that Texas and
Louisiana production wells suffered greatly. I've
heard anecdotal stories too about, you know, fields
that had hundreds of wells had got down into, you
know, not single digits, but maybe double-digit
operating wells due to freezing at the well. So I
appreciate you.

Do you know if Arkansas wells were able to
produce during this and that a lot of Arkansas
production, Director Bengal advised me, that doesn't
stay 1in Arkansas; it moves into pipelines and leaves
the state. But can you talk a little bit about the
production experience during the extreme event?

RODNEY BAKER: To some degree, I can tell
you that in some cases we had producers that were

totally shut out. In other cases, we had producers
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that were able to keep a percentage of their wells
going, but nowhere near the majority in most cases,
maybe 40 percent. Of course again, they're
prioritizing the more productive wells trying to get
as much out as they can.

There were gas wells shut in all over the
state. Some of our production areas include dry gas,
which you still have to have some separation of
liquids. And to the degree that those separators
freeze up, that curtails your production.

Operators producers operate under sales
contracts where it's basically best that they can do
And if they're trying to get out, you know,

100 units, whatever, and they had to keep the
third-party pipelines informed, and that's what they
called the nomination are process.

So if they get froze in, they quickly
convey that information so that the people that are
sending the gas to, or transporting gas, can adjust
pressures and also decrease pressures, stop flow and
cause greater freeze-ups, as I understand it.

But that was one of the things that our
folks were doing during that time. We had members
that were spent a lot of time, I know, talking to

county officials about keeping the roads open. I
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mean, you've got to have the ability to get down the
major roads, or at least the county roads, to where
you could access your wells. In many cases, that was
difficult to do during that process. And they

did I think they did all they could.

There's no complaint, but could more be
done? Probably. Is there some way to augment that
in the future? Probably. You're talking, in the
shale, what, six or eight counties, to the degree
that public equipment could have been or National
Guard equipment, perhaps, could have been used to
help keep some of that access open might have been
helpful. And T I don't have a specific example,
but you just know when you're fighting that problem,
any help you can get is important.

SECRETARY KEOGH: Thank you. That's an
excellent recommendation. I will turn to Secretary
Preston to see if he has follow-up.

SECRETARY PRESTON: Just going to echo
Secretary Keogh's comments to you and your
association. Appreciate all the hard work and
everyone to go up there and circumstances to keep
those wells operational.

And I guess since you can't, you know,

really provide the testimony, the feedback is and
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you represent many different entities, but maybe from
your perspective as a lifelong Arkansan, any thoughts
or recommendations that this Task Force needs to
think about or consider just reflecting back on what
happened?

RODNEY BAKER: One of the things that I've
heard from some of the members is that, again, it'd
be a general comment, but their electric contract to
operate their facility, some of them are, like, first
off. If you have a demand increase, they're the
first to go off.

Well, if you do that in this unique
scenario, and cut electric electricity to
compressors, then you shut down gas that needs to go
to companies to produce electricity. To the degree
that that's happened and to the degree that it can be
anticipated and prepared for, that would be one
recommendation, certainly, that we would we would
make in that case.

I watched I watched the public service
announcements about turn your lights off, keeping the
lights and I remember following my wife through
the house and turning lights off. She said, "What
are you doing?" And I said, "We're trying to save

electricity.”™ "Well, that's happening somewhere
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else. That's not happening here.”

Well, we're all related to some degree.
More education as we approach these seasons and
advising what could be done might help with
consumering consumer part of that. It would be a
small amount probably, but I recognize that part of
our state has a lot of recreational housing, second
home, second to the degree that those could be
turned down ahead of time to a lower temperature than
you would want to stay in, that that would perhaps
help also. It's a small thing, but small things
could have made a difference in parts of our state.

So that's something that, from my own
personal observation, that I would offer up to you.
But keeping the facilities with electricity that are
moving gas, I think, is important. Keeping roads
open so we can keep the gas coming out of the ground
is important.

SECRETARY PRESTON: Thank you.

SECRETARY KEOGH: Thank you. Director
Pfalser, follow-up?

DIRECTOR PFALSER: I don't have anything at
this time. I'm interested to see what Larry has.

SECRETARY KEOGH: Director Bengal, the mic

is yours
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DIRECTOR BENGAL: Thank you, Rodney, for
being here today and presenting the comments.

During I know you polled the Arkansas operators.
Most of our gas roads are in the northern part of the
state. Did they talk about the weatherization
efforts? What is their concern or their feeling
about that?

RODNEY BAKER: I've really not had
discussions about weatherization going further. I
can tell you that many of the companies tried to
borrow and did borrow heater facilities to try to
keep wells thawed out.

I know one example, talk about what they
had and what they could borrow, maybe 60 units. And
you've got a couple thousand wells, and it's very
limited to that.

I can't answer knowledgeably about their
opinion about weatherization going forward, other
than to say when you have I typify this event as
maybe a 1-in-50-year event, maybe one in more years.
And the cost of being prepared for that, keep it all
going, is probably going to be formidable and perhaps
not doable.

DIRECTOR BENGAL: Do you happen to know

what percentage of Arkansas' production remains
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within Arkansas?

RODNEY BAKER: ©No, sir. I really don't.
In fact, I thought about calling you on that because
I've asked of a number of companies. But like I said
earlier, when you put molecules in the transport
system, it's sold through a third party. So we don't
know where they're selling.

My impression is that much of the shale
goes out of state, as has been stated. And in a
simplistic sense, if you think about, we had natural
gas in the state before we had available shale and we
were being served out of other places. That
infrastructure is in place, so it wasn't, you know
it wasn't removed or displaced by the Fayetteville
shale production. Simply just went into the
pipeline. Most case is going to be out of state, 1is
my understanding.

DIRECTOR BENGAL: And the majority of those
shale production is really produced by very few

RODNEY BAKER: Yes, sir.

DIRECTOR BENGAL: -- three operators? So
and the majority of that production is about
accounts for 80 percent?

RODNEY BAKER: I'm sorry, I couldn't hear

you, sir.
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DIRECTOR BENGAL: That variable shale
accounts for 80 percent of the state's total
production?

RODNEY BAKER: Correct.

DIRECTOR BENGAL: So I was just concerned
and just wondering if those three operators were
looking at weatherization issues, given the fact that
they represent the majority of the gas Arkansas
produces.

RODNEY BAKER: I can only give you an
opinion. I would assume that they are, but we've not
had since that time meetings in the format where that
can be discussed as to what each other is doing.

So everybody fought real hard to keep all
they could I mean, I'm sure there's been a lot of
consideration on what they ought to do in the future.
I am hearing some of that, but I don't think they
have the answer yet.

DIRECTOR BENGAL: Okay. Thank you.

SECRETARY KEOGH: Please communicate back
to your membership anything again, the benefit of
this process with the governor is to provide
recommendations, to work with our partner, you know,
other government groups such as our Public Service

Commission, Attorney General's Office. All of us
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collectively are looking for ways to enhance the
delivery of the services to our citizens.

So if there's any suggestions that we can
do or any incentives or any regulatory strategies or
perhaps, please don't regulate strategy, we
appreciate that feedback so that we don't interfere
with the marketplace or interfere with the with
your efficient delivery.

Again, our keen eye on transparency and
certainty for our customers in our utility, a lot of
our businesses rely on that, particularly as they
look at where to locate in the United States.

So with that, I have no further questions
for this entity, so we may conclude a little bit
early. But thank you so much for being here today.
And I look forward to conversations with your
members, should they like to come in and visit with
myself or even Secretary Preston and our Director
Bengal, Director Pfalser as we talk about ways to
make our oil -- our production county for Arkansans
as well the overall region. So thank you so much.

RODNEY BAKER: Thank you.

SECRETARY KEOGH: With that, we'll probably

go ahead and take a recess here at this time. We'll

be reconvening this afternoon, I believe, at
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1:00 o'clock for some additional testimony. Those of
you that here, if you'd like to monitor that,
those are that will be focusing on the electric
grid over the electric utility generators in the
state, so we'll be hearing from a number of electric
co-ops and municipal power associations, Empire
Municipal Electric Company, Oklahoma Gas & Electric,
Southwest Electric Power Company, with a then a
break and we'll hear from Entergy, Energy Policy
Network. And Jackson Walker Law Firm is a firm out
of Texas who will present some of the Texas history,
as well as PPMGR will be presenting some local legal
representation.

So with that, that concludes the morning.
Thank you for your time today. Thank you for making
the effort to be here and look forward to providing
additional reports and recommendations.

If you have any concluding reports or
summaries that you have generated as a result of your
own work, we appreciate being provided that if it's
something that can be disclosed. We appreciate that.
So please forward those, likewise, to our staff here.

I believe Troy Deal has provided you an
e-mail address that we can receive any reports. I

know MISO and Southwest Power Pool have reports that
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they've generated. Any presentation that might help
us make sure that we get the wording correct in our
reports.

Thank you so much for your attendance this
morning.

(Whereupon the proceedings were adjourned.)

SECRETARY KEOGH: Good afternoon. Thank
you for being here this afternoon. Today is
June 1lst, 2021 and we are here today appreciate
your participation, those of you that have joined us
in person here at the Arkansas Department of Energy
and Environment Headquarters. We're simply here
today to hear testimony for the Energy Resources
Planning Executive Task Force.

I know we have participation also during
this particular hearing time via Zoom technology.
And we appreciate you also joining us when we get to
the organizations that are able to remote in. We
appreciate your willingness to participate.

Also we have the entirety of these hearings
being live-streamed on Arkansas PBS on the ARCAN
site, which is dedicated to making boards and
commission meetings, as well as legislative hearings
and other important matters available to the citizens

of Arkansas. So this is being you're being
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recorded. You're being live-streamed. And we
appreciate those. And we're trying to use every
available technology that we have before us to make
sure this information is being communicated in a
transparent way.

So my name is Becky Keogh. I'm Secretary
of the Arkansas Department of Energy Environment. If
you've been to this building before, it was also the
Department of Environmental Quality. We've assembled
several other state agencies now in this building, so
to comprise the Department of Energy and Environment.

I have the pleasure of serving this Task
Force with Secretary of Commence Mike Preston. He
joined us earlier today, but he is in his stead
this afternoon is we have Director Sparks. And
I'm going to mess your title is AEDC Existing
Business Resources Division Director. So we're happy
to have you, Director Sparks, representing Secretary
of Commence today.

Director of the 0il and Gas Commission to
my left, Larry Bengal. And then on my far right,
Director Kevin Pfalser, Director of the Liquified
Petroleum Gas Board that y'all the agencies that
serve under our Department of Energy and Environment.

So happy to have these qualified and respected Task
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Force members joining me in this effort.

I'd also like to mention that there's a
particular special guest live streaming this morning.
I think my granddaughter is live streaming this
afternoon and this morning. She's here in town from
Houston, but she was interested in what was going on
and so, hopefully, I'll say hello to Isabelle this
morning or this afternoon now. Hopefully she'll
enjoy, or perhaps not, although she probably endured
the worst of the ice storm being there in Houston.
They were quite burdened with not only the lack of
electricity there in the city, but also the loss of
water for several days.

But anyway, but they so fortunately
Arkansas did not quite at least most portions of
Arkansas, did not suffer for the duration that some
of the communities of Texas and Oklahoma did. But we
know that at least the event was quite unique and
unusual and hopefully truly a 100-year event, as we
all heard of it.

As I mentioned, this administration is very
familiar, it seems, now with 100-year events as we've
endured about three of them in the past three years.
First a flooding event that affected many of our

residents along the Arkansas River, followed by the,
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as you know, the global pandemic, and now —-- and then
the ice storm.

So we're kind of ready for those phenomenal
and unprecedented times to move on. And we're ready
to get back to normal. But in the event that we do
have these events, and we know there are red flags
for other events to occur as you know.

So the governor, in his wisdom, asked for
the Task Force to be assembled to address this event,
as well as to look at an after-action assessment and
create lessons learned that will help us better
prepare as the administrators and executives helping
our citizens of the state.

But that culminated on March 3rd of 2021,
when Governor Hutchison signed Executive Order 21-05,
which established the Energy Resources Planning Task
Force. The purpose of this hearing is to gather the
information from testimony in order to better prepare
our state's energy infrastructure in the event of
another state-wide emergency in whatever form it
takes.

As chair of the Task Force, I will call
forward names of organizations that will provide
testimony today. As I mentioned, we've had several

sessions of hearings. We had one last week and one
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this morning and we have actually an additional
session scheduled following this one this afternoon.
And then we'll wrap up tomorrow with, I believe, we
have three sessions three or four sessions
scheduled as well tomorrow.

So all that is available to all of you to
observe or monitor, watch. I believe it's being
recorded if you want to access copies of it, if you
don't have a chance to participate or watch this.

But today and those organizations appearing
this afternoon, we'll ask you to come forward to the
table to your left, I guess, to my right. But there
is a mic on the table. I will ask that you turn it
on. We'll have trouble with that. If it's a bright
green light, that means it's on. If it's just a
regular green light, it's off.

So please do. We can hear you up here, but
it's I believe the folks that are live streaming
cannot hear very well if you don't have that mic
turned on.

Also when you come to the podium, I'1ll Jjust
ask each of you to whoever the representative or
representatives are to state your name, title, and
organization for the record. As I mentioned, we're

recording. But we'll ask that each organization

67



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

limit the testimony that's presented to five minutes
collectively, if it's one of you, or multiple folks.

So after you conclude your testimony, I
will then turn to the Task Force members and
we'll we have a few questions of each of you, not
any long duration. We will allocate 15 minutes,
which may or may not be required, to follow up with
any questions.

We've done our homework. We've read a
number of submitted prefiled written testimony and
responses to specific questions that we thought might
be pertinent or relevant, and we appreciate that. We
found that information to be very helpful and guide
our thinking on this. If there's questions we
haven't asked, we'll offer those as well.

Anyway, with that, again, I want to
introduce a few key members of our staff before we
begin this. I will introduce some of our staff
that's supporting this is Beth Thompson and Troy Deal
in the back. I know that we also have Andrea Hopkins
up front. She will be our timekeeper. So she does
it very respectfully, but she is stern so watch her
closely. I'm teasing, but she's fine.

We have Tricia Treece and Dan Pilkington

over there taking notes, copious notes that they're
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helping us go ahead and generate a draft report that
we will be compiling based on what we hear today, and
also reports that are provided to us as far as an
analysis for the Task Force. So we hope that will be
concluded. There is a schedule published that we
propose to make a draft report available for public
review sometime in August, with the idea of meeting
the governor's requested deadline for his set of
recommendations.

So we hope that we can conclude these
hearings, as we said, this week and begin that
process of assembling the recommendations. I know a
number of organizations are doing their own separate
reviews of the event, and we are more than happy to
receive any that you're willing to share with us,
reports that you've assembled that provide
recommendations that we could include as well to
make, you know the governor's office aware, to
document what is going on across the various
organizations to better serve our Arkansas citizens
and to make to help organizations. One of the
goals i1s to make sure that the state is providing
necessary resources also.

With that, I will go on and introduce Shane

Khoury, our chief counsel, is in the back of room. I
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see Mitchell Simpson, our Arkansas Energy Office
Director here, Jeff Lemaster, our Associate Director.

I don't know if there's anyone we had
Donnally Davis, but I think she stepped out. She's
our communications chief of communications. So
with that, I'll go ahead and open, Andrea. And I
will ask our first organization to come forward.

If we can start perhaps with the Arkansas
Municipal Power Association, we'll ask you to come
forward and introduce yourself. And just to give
everyone kind of warning, the Empire Municipal
Electric Company, we'd like you to be on stand by and
be our second speaker after they conclude their
comments and questions. Thank you.

TRAVIS MATLOCK: Thank you, Ms. Secretary.
My name is Travis Matlock. I am the Electric Utility
Director for the City of Bentonville and I am
representing the Arkansas Municipal Power Association
today. And with me I have

JASON CARTER: Jason Carter, general
counsel for Arkansas Municipal Power.

TRAVIS MATLOCK: First of all, I'd like to
thank you guys for looking into this event. Thank
you for the governor for convening the Task Force and

for inviting me to be able to come forward and just
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kind of describe what has happened over the last
couple of months with the 15 cities that we
represent.

So AMPA is made up of 15 municipalities of
all sizes across the state of Arkansas, serving over
425,000 Arkansans. We go from very large cities,
Conway, North Little Rock, down to pretty small
cities, Osceola, Prescott.

Because of this diversity in size, we also
have very diverse ways of delivering and providing
power to the different Arkansans and that's kind of
what I want to talk about today.

The different options that we generally
have are based off of risk, whether you have
diversified risk, which is it minimizes the risk
to the municipality broken up between assets or
different contracts. They have fixed-price
contracts: They may own the assets, have a fixed
price with a third-party credit-worthy counterpart.

These are places like Benton, Arkansas.
They have a fixed-price contract that really limited
their impact. Jonesboro has fixed price and they own
assets. So they got away with little to no impact,
or possibly made some money during this storm time.

The aggregated risk, which is why I'm here
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to speak to that, where the risk is managed by a
third party, also called a full requirements
contract, where the city has entered intc a long-term
contract with a third party to manage all of the risk
that is associated with buying and buying power for
this.

Bentonville has a long-term contract with
SWEPCO right now. It has about, I think, 12 more
years left on that contract. During the storm, we
didn't experience any kind of curtailment. We 