COW TTEE CONFERENCE
BEFORE THE
CALI FORNI A ENERGY RESCQURCES CONSERVATI ON

AND DEVELOPMENT COWM SSI ON

In the Matter of:

Docket No.
08- AFC-9

Application for Certification
for the Pal ndale Hybrid
Power Proj ect

— N N N N N

CALI FORNI A ENERGY COWM SSI ON
HEARI NG ROOM B
1516 NI NTH STREET

SACRAMENTO, CALI FORNI A

THURSDAY, JULY 9, 2009

1:30 p. m

Reported and Transcri bed by:
John Cota
Contract No. 170-08-001

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345



COW TTEE MEMBERS PRESENT

Jeffrey D. Byron, Presiding Menber

Paul Kramer, Hearing Adviser

Kristy Chew, Advisor to Conmi ssioner Byron
Davi d Hungerford, Advisor to Conmi ssioner
Rosenfel d

CEC STAFF AND CONSULTANTS PRESENT

Caryn Hol nes, Staff Counsel

Chri st opher Denni s

Felicia Mller

Msa MIliron

Lai pi ng Ng

Negar Vahidi, Aspen Environmental G oup

Robert Worl

PUBLI C ADVI SER S OFFI CE

El ena M1l er, Public Adviser

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345



APPLI CANT

M chael J. Carroll, Attorney
Lat ham & Wat ki ns, LLP

Thomas M Barnett
I nland Energy, Inc.

Kim McCormick (via tel ephone)
I nl and Energy, Inc.

Tony Penna
I nland Energy, Inc.

The Honorable James C. Ledford, Jr., Mayor
Cty of Pal ndal e

Steve Wllians, City Manager
Cty of Pal ndal e

Sara Head
AECOM Envi r onnment

ALSO PRESENT

Ri ck Bucki ngham
Depart nent of Water Resources

El don Heaston
Moj ave Desert Air Quality Management District

Candace Jordan (via tel ephone)
Crown Techni cal Systens

Steve Kni ght, Assenbl yman
Thirty-Si xth Assenbly District

Chris Ludlum (via tel ephone)
City of Lancaster, Public Wrks Departnent

Steve Radis
Mari ne Research Specialists

WIIl Smth, Chief of Staff
O fice of Senator George Runner
17th Senate District

Erinn Wlson (via tel ephone)
Depart ment of Fish and Gane

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



I NDEX

Pr oceedi ngs

Qpeni ng Renmar ks

I nt roducti ons

PSA Ti el i ne

Air Quality

Bi ol ogi cal Resources

Soi|l and Water Resources
Transm ssi on System Engi neeri ng
Cl osi ng Renmar ks

Adj our nrrent

Reporter's Certificate

Page

10
30
42
69
86
127
130

131

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PROCEEDI NGS
1:30 p.m

PRESI DI NG COMM SSI ONER BYRON:  We're
going to try to do this without the m crophones.
We have a phone |ine open and, of course, our
court reporter has his m crophones.

But we have found if we use these we can
only have one at a time and it makes it a little
challenging. So if we'll all speak |oudly John
will let us know if we have any other probl ens.

CGood afternoon. M nane is Jeff Byron
I"'mthe presiding conm ssioner on the Pal ndal e,
I"'mlooking if there's an energy --

M5. F. MLLER  Hybrid.

PRESI DI NG COMM SSI ONER BYRON: - -
hybrid, the Pal ndal e Hybrid Power Project. And
representing ny associate nenber on the
conmi ssion, I'msorry, on this conmittee,
Commi ssi oner Rosenfeld, is his advisor, David
Hunger f or d.

"Il just say a few opening remarks and
then turn it over to our hearing officer Pau
Kr amer .

Also with me is ny advisor Kristy Chew.

So | think what we'll probably do is
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2
take roll. W' re here on behalf of a request from
t he applicant to address scheduling issues. And
I"mnot sure that there is anything else | have to
add at this point.

But | do wel come our elected officia
here. Are there any other elected officials that
m ght be present today?

MR. CARROLL: Would you like
i ntroductions?

PRESI DI NG COW SSI ONER BYRON: W woul d.
W will not only do introductions but we will also
ask if they'd like to say sonething.

MR. CARROLL: Perfect.

PRESI DI NG COW SSI ONER BYRON
M. Kraner.

HEARI NG OFFI CER KRAMER: Ckay. Fol ks on
t he phone, we'll take your roll in a mnute after
we introduce people here in the roomso just stand
by.

Can one person on the phone tell ne
whet her or not you're hearing us.

MS. WLSON: | can hear you guys great.

HEARI NG OFFI CER KRAMER:  Thanks. W'l
begin with the staff for introductions.

M. HOLMES: Thank you. Caryn Hol nes,
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staff counsel. To ny left is Felicia MIller the
proj ect manager. W also have several nenbers of
staff representing various technical disciplines
in the audience.

HEARI NG OFFI CER KRAMER:  And t he
applicant.

MR, CARROLL: Mke Carroll with Latham
and Wat ki ns on behal f of Inland Energy and the
applicant. And | will let those to ny left
i ntroduce thensel ves.

MR. BARNETT: My nanme is Tom Barnett.
I'mthe Executive Vice-President with Inland
Energy which is under contract to the applicant,
the City of Palndale. W' re under contract to
manage the permitting effort.

MR WLLIAMS: [|'m Steve Wlliams. |'m
the City Manager for the City of Pal ndal e.

MAYOR LEDFORD: My nanme is Jim Ledford.
I'"'mthe Mayor of the City of Pal ndal e.

ASSEMBLY MEMBER KNI GHT: Steve Knight,
Assenbl yman for the Thirty-Si xth Assenbly
District.

CH EF OF STAFF SMTH: I'mWIIl Smth.
I'mChief of Staff to the Senator for the

district, George Runner.
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HEARI NG OFFI CER KRAMER:  Ckay.

MR CARROLL: W have additional nenbers
of our team Tony Penna who is with Inland Energy.

Sara Head with AECOM the environmenta
consulting firmfor the project.

El don Heaston, with the Antel ope Vall ey
Air Quality Managenent District | also see in the
audi ence.

PRESI DI NG COVWM SSI ONER BYRON: Wl |
wel come. |'d certainly be interested in hearing
fromour elected officials. W're always pl eased
to have those present, particularly when they cone
as far as you have.

Mayor would you like to say anything?

MAYOR LEDFORD: | woul d love to. Nunber
one, thank you for allowing us to be here today
for this neeting.

The City of Palndale is the applicant in
this project. And |I'm sonewhat responsible for
t he questions we're asking.

W' re asking the question of timng and
as far as our application and naturally | have a
perception of a different tineline.

So naturally | ask the question, why are

we behind schedul e and thus this hearing today.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

So Il'mreally here to listen, you know,
to the facts so | can report back to ny counci
and for us, you know, this is a very inportant
project for us in the City of Palndale.

And naturally we have a keen interest
and | have to represent the progress for the rest
of my colleagues. Thank you for letting ne be
here.

PRESI DI NG COW SSI ONER BYRON
Absol utely, understood. Assenbly nenber.

ASSEMBLY MEMBER KNI GHT:  Thank you
Conmi ssioner for allowing me to cone. | was on
the city council for three years.

| served with Mayor Ledford. And so
have a little tine frame of the novenent of this.

And | also have the ability to | ook at
it and see what kind of an economic engine this is
going to be for our area.

The Mayor has seen this traverse through
its time period and we're very excited that it's
novi ng.

But we also want it to nove a little
qui cker. We want this to get through the process.

We understand what it's going to do for

t he hi gh desert.
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I"'ve witten a couple of bills up here
that woul d hel p the high desert because of the
i nherent sun that we get in the M)jave Desert.

We know that this type of work is going
to be there.

This has been identified as one of the
best places on the globe to put this type of
t echnol ogy.

So | love that Palndale is taking the
lead in being at the forefront of this.

I love that they're working hard and
diligent and Inland Energy is pushing this. But,
you know, as the representative of the district |
want to be able to say that we're pushing forward
with this.

And this is the technol ogy that the
Moj ave Desert is going to see over the next 50
years and Pal ndal e has taken that | ead.

So again | thank you for letting ne be
here and say just a couple of words and, thank
you.

PRESI DI NG COVWM SSI ONER BYRON:  Ckay,
you're certainly wel come and we hope that if
there's any other thing you wish to say that you

will do so.
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As you know this is the way we conduct
our processes here at the Conmi ssion

We have public meetings with all of the
parties and I'lI|l bet you there nay be sone others
that we haven't introduced yet. |Is that correct?

HEARI NG OFFI CER KRAMER:  Yeah, | wanted
to see who was on the tel ephone.

MR. CARROLL: Before we go to that part
of it I think M. Smith perhaps wanted to nmake
sone coments on behal f of Senator Runner

HEARI NG OFFI CER KRAMER:  Ch, okay,

sorry.
PRESI DI NG COW SSI ONER BYRON:  For gi ve
me.
CH EF OF STAFF SM TH: On behal f of
Senator Runner | just wanted to thank you for

| etting ne speak.

It's an inmportant project. W like the
fact that it's a nunicipal project and we
appreci ate that one of our cities has stepped up
on that. And we think that shouldn't be
over | ooked.

And then the second thing is just the
renewabl e conmponent is an inportant aspect.

And we think this is a good project not
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only for our district but also for the state.
Thank you.

PRESI DI NG COW SSI ONER BYRON:  Good,
t hank you.

HEARI NG OFFI CER KRAMER:  Thank you. So
on the tel ephone can you pl ease identify
your sel ves.

M. JORDAN: My nane is Candace Jordan.
I am the business devel opnent coordi nator for a
supply conpany naned Crown Techni cal Systens.

I"mjust keeping a watchful eye on this
project. W are in the California region and we
woul d hopefully be supplying some of the
el ectrical substation control equipnent.

HEARI NG OFFI CER KRAMER:  For the benefit
of our court reporter could you spell your first
and | ast names.

M5. JORDAN:. Absolutely, it's Candace
CA-NDA-CE, last nane, Jordan, J-ORDA-Nwth
Crown Technical Systens.

HEARI NG OFFI CER KRAMER:  Thank you.
Anyone el se on the phone?

M5. McCORM CK:  Yeah, this is Kim
McCormick. [|'man environnental permtting

counsel for the applicant |nland Energy.
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And the spelling is Kim K-1-M
McCormck, MCCORMI-CK

HEARI NG OFFI CER KRAMER:  Thank you.

M5. WLSON: This is Erinn Wlson. |'m
with the Department of Fish and Gane. [|'mthe
bi ol ogi st on this project.

And the last name is WI-L-S-ON, first
name, E-R-1-N-N

MS. VAHIDI: Hi, this is Negar Vahid
with Aspen Environmental Group. |'mthe |Iand use
techni cal specialist for the Energy Comm ssion on
t he project.

And the spelling of my name is Nas in
Nancy, E-G A-R last nane, Vahidi, V as in Victor,
A-H1, Das in David, 1.

HEARI NG OFFI CER KRAMER:  Thank you,
anyone el se?

MR, LUDLUM  Chris Ludlum L-UDL-UM
Cty of Lancaster, Public Wrks Departnent.

HEARI NG OFFI CER KRAMER:  And your first
nane. It could be spelled several ways.

MR, LUDLUM  Christopher or Chris, CH
R-1-S.

HEARI NG OFFI CER KRAMER:  The

conventional way (laughter). Anyone else on the
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t el ephone?

Ckay, we may have a coupl e of other
people in the audience who wish to identify
t hensel ves.

MR BUCKI NGHAM W need a mic back
here.

PRESI DI NG COW SSI ONER BYRON:  As | ong
as you're loud enough we'll catch you.

MR, BUCKI NGHAM  Thank you. Rick
Bucki ngham California Departnment of Water
Resources, State Water Project.

THE REPORTER: How do | spell your | ast
name?

MR BUCKINGHAM B-U-CK-I1-NGHA-M
The State Water Project has a facility nearby the
proposed Pal ndal e Project.

HEARI NG OFFI CER KRAMER:  Anyone el se in
t he audi ence? Seeing none, this is a notion
brought at the behest of the applicants.

So it seens appropriate that the
applicant go first. M. Carroll

MR, CARROLL: Thank you. W did request
this conference to address the scheduling issues
relative to the schedule issued by the Commttee

at the onset of these proceedings.
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We are just about four nonths behind.

We had expected or according to the schedul e the
expectation was that a prelininary staff
assessnent could be issued a little |less than four
nont hs ago.

We do not have a prelimnary staff
assessnment at this point and | frankly haven't
heard anything fromstaff that woul d suggest that
it's inmmnent.

So we're deeply concerned about that as
you heard fromthe applicant and the city they
share that concern.

W have been informed that there are
certain pieces of information that staff believes
that they need before they can proceed to a
prelimnary staff assessnent.

W're a little bit distressed about that
given the period of time that we have been engaged
in this process and the hundreds of data requests
t hat have been responded to.

W' re obviously well beyond the date
that discovery would typically be cut off in a
proceedi ng such as this.

So we're concerned that there are

apparently additional pieces of information that
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staff needs.

Qur viewis that there is some
additional information that may be forthcom ng
One notable exanple that | think we're going to
get into alittle bit later is the facilities
study fromthe utility.

That's obvi ously sonething that's not
conpletely within our control of that we have been
wor ki ng very closely with Southern California
Edi son to try to make that happen.

So we will concede that there are
certain pieces of information that being one of
exanple that will be forthcoming in the future

However we don't view the absence of
that at this point as being an inpedinent to
novi ng forward with the PSA

There are other areas where we believe
that staff may be | ooking for additiona
i nfornati on where frankly there won't be any
additional information forthcom ng in the near
future because we've already provided all the
i nfornmati on that we have in that respect.

And | think we'll get into those but an
exanpl e would be with respect to the em ssion

of fsets for the project.
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But with respect to both of those
categories information that nay be forthconmng in
the future in areas where we frankly don't have
any additional information. W don't see anything
that woul d be an inpedinment to the staff noving
forward with the prelimnary staff assessment.

Qur request would be that they conduct
their analysis based on the information that they
have and reach concl usions or not based on the
i nformati on they have.

And by, or not, | nean, if, what | mean
by that is if the PSA concludes that there are
certain areas where the staff cannot concl usively
conplete its analysis because it requires
additional information it's perfectly acceptable
for the PSA to state as such.

And so what we woul d encourage is that
the staff nove forward with the PSA, conduct its
anal ysis as best it can based on the infornmation
that it has.

And to the extent that it requires
additional information in certain areas
specifically identify those areas and those
addi ti onal pieces of information that are required

and then we can engage in a process between the
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PSA and the FSA to try to plug those gaps.

So | think that's really why we
requested the conference. And | would think it's
absolutely critical that we nove forward.

And | will say that we are certainly not
unsynpathetic to the constraints under which the
staff is laboring.

W understand that there are a |ot of
projects in the pipeline.

We understand that there is a | ot going
on in the state that's inpinging upon the staff's
abilities to performas they mght like to.

And | think we're willing to accept a
certain anpbunt of delay as being beyond all of our
control. But where we are in this process on this
particul ar project we feel is beyond what we woul d
expect as a reasonabl e amount of delay based on
those factors that are inpinging on all of us from
external forces.

So | think what we'd like to do today is
sort of go through, and I will say that | think
we' ve nmade sone good progress recently in
wi nnowi ng down, at |east | hope that we have,

Wi nnowi ng down the outstanding i ssues. And what

I'"d like to do is suggest that we go through
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those, that staff identify for the Commttee and
for us those areas where they believe need
additional information before they can proceed to
the next step and that we engage in sone
di scussi on about, whether in fact, that is really
t he case.

MAYOR LEDFORD: If | mght add one nore
element. As a city we're also concerned about the
possi bl e federal stinmulus dollars in regards to
this project so we do have a deadline on that as
well. So we are paying attention early on in this
process for that reason

HEARI NG OFFI CER KRAMER:  You know we
hear that froma | ot of people. Do you know, is
anybody is making an effort to have those stimulus
deadl i nes extended?

MAYOR LEDFORD: Well no, not at this
time. We're under the assunption we're going to
make our deadli ne.

PRESI DI NG COW SSI ONER BYRON:  Mayor, do
you recall what that deadline is?

MAYOR LEDFORD: | believe it's 2010 is
t he deadline, exact deadli ne.

MR BARNETT: Yes. The Federal Stimulus

Package conponents that we're interested in, this
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is TomBarnett by the way, with Inland, would be
in particular the federal |oan guarantees which
woul d make a substantial difference to the
project's economcs and to the financing.

And in order to qualify for those -- and
et me add the other nmmjor conponent that's a
factor for renewables, and in particular, solar
projects such as this, is the ability to receive
the investnent tax credit all at one tinme, up
front, once we go into commercial operation

And that makes a huge difference. And
in order to qualify for these Federal Stinulus
Packages you need to be shovel ready which has
been defined as a break ground by the end of 2010.

And even though, you know, that's a
substantial period fromnow, the reality is that
this project as devel oped by the City of Pal ndal e
is one that wants to get the permt and then bring
in an entity that will actually conplete the
devel opnent process, secure the power purchase
agreenments, put the financing in place so that
they can actually begin construction by the end of
2010.

And according to the tinme table that we

have in front of us right now, we need to get this
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permt by the end of this year.

And if we can't do that and as it begins
to push into 2010 it is going to severely inpinge
on our ability to be able to neet that Federal
Stimul us Package deadl i ne.

PRESI DI NG COW SSI ONER BYRON:  Thank

you.
HEARI NG OFFI CER KRAMER: Al ong t hose

lines, | can't renenber if it was this case but |

think it was. | had a little diatribe at the

i nformati onal hearing about applicants who don't
seemto fully review the conditions of
certification prior to the decision com ng out.
And then they require a | ot of amendnents once the
engi neers have actually reviewed the conditions,
post-certification.

And that's, | know some of the
conmi ssi oners have on occasion have said that
they're not really pleased by that. So | just
want to, if this is the first diatribe we'll nmark
it as nunber one otherwise |'mjust repeating
nysel f. But | think that point bears repeating.

PRESI DI NG COW SSI ONER BYRON:  Thank
you, M. Kraner.

MR. CARROLL: To that point what | would

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18
add is, you know, this project is very sinmlar to
the Victorville 2 Hybrid Project that the
Conmi ssion previously certified, same devel opnent
t eam

Qur expectation would be, given the
simlarities between the projects with obviously
some differences based on |ocation, that the
condi tions would be sinilar.

So, you know, we've hashed through what
we think will be the post conditions on this
project or at |east sonething close to that.

So | wouldn't expect that to be a
particul ar problemon this project.

HEARI NG OFFI CER KRAMER:  That woul d be
ni ce.

Staff did you want to nake a bri ef
response before we get into the, well, or be less
than brief if you want, before we get into the
i ndi vi dual issues.

M5. HOLMES: |'d rather be brief. In
sum the staff does believe that there are a
nunber of areas where there are sone significant
i nformational itenms that are nissing.

This is not an instance of one or two

pi eces of information that are m ssing. There's
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nore than that and they are pieces of infornmation
that we think are very inportant to understanding
t he project and understandi ng the proposed
mtigation nmeasures.

We don't find it helpful to put out a
PSA that says we don't have enough information to
make a conclusion in four or five areas.

And we don't think it's hel pful for
nmenbers of the public who are also trying to
revi ew the project.

So we would like to see this information
provided. | agree with M. Carroll that it seens
that we have made some progress in tal king about
t he schedul e of when certain pieces of information
are going to cone in that we nmay be able to close
t he gap sone.

So | suggest that we sinply march
t hrough the topic areas one by one so that the
Conmittee can understand what the specific
concerns are of both parties.

HEARI NG OFFI CER KRAMER:  Ckay.

M. Carroll, you want to tee up issue nunber one?

MR. CARROLL: | think it actually may be
nore appropriate to work the other way since --

HEARI NG OFFI CER KRAMER:  Onh, okay.
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MR, CARROLL: -- fromour perspective
t hey have everything they need. And so | think
per haps the nost efficient way to work through
this would be for the staff to tee up those areas
where they see deficiencies and then we can
respond.

MS. HOLMES: Al right. Wll we can go
al phabetically and start with air quality.

One that we all have had a | ot of
experience with. Wth respect to air quality we
have asked a data request which we do not believe
have been adequately responded to regarding the
identification of offsets that are needed for VCOC
and NOX.

The project is in an non-attai nment area
for federal ozone, state PM 10 and state ozone.

As a result NOx and VOC emission reduction credits
are required.

The applicant's proposal has changed
several times initially. They had planned to use
priority reserve credits. W all know that those
are currently unavail abl e.

There was sone di scussion at some point
about obtaining only one type of credit froman

up-w nd basin and doing an inter-pollutant inner
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basi n trade.

Currently | understand that proposal is
off the table and what we are looking at is a
proposal to have enission reduction credits for
NOx and VOC provided fromthe San Joaquin Air
District.

Staff's concern is that no offsets have
been identified. W don't know whether are any
under consideration. W don't know if there are
negoti ati ons. W don't have any information about
the feasibility of obtaining offsets.

We do know that there is a list of
banked ERCs on the San Joaquin Air Quality
Managenent District website.

But we don't know if those offsets are,
if the owners of those offsets are interested in
selling them

We don't know if this applicant is
engaged in negotiations to obtain them

Typically by the tine we publish a PSA
we have quite a good idea of where offsets are
going to conme from

Al of the specific sources may not be
identified but generally nost of themare. In

this case we don't have any i dea.
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Wth respect to the particulate matter
em ssion reduction credits that proposal has
changed as wel | .

My understanding is that they are
proposing to get themfrom road paving.

Initially they had tal ked about having a
rul e adopted by the Air District simlar to what
we saw with the Victorville 2 Project.

Now | understand there is no proposal to
adopt a rule.

This requires EPA and as we read the
rules this requires the approval of EPA and the
Air Resources Board.

We don't have information that we've had
on other projects to indicate how feasible, even
wi thout a rule, road paving woul d be.

We don't have traffic counts.

We don't know how much eni ssion
reduction is possible with the list of, tentative
list of roads that they have provided.

So in sumwe feel that there is a great
deal of information nissing regarding the
specificity of the offsets.

Certainly there's nmuch | ess infornmation

than we have experienced and we have requested and
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recei ved for other cases.

PRESI DI NG COW SSI ONER BYRON:  So are
you going to stop there Ms. Hol mes?

MS. HOLMES: |I'mtrying to keep it
brief. (laughter)

PRESI DI NG COVM SSI ONER BYRON:  Ckay.
How many ot her issues do you see that we'll be
goi ng t hrough?

MS. HOLMES: W have air quality as one
i ssue, transm ssion system engi neering as an
i ssue, soil and water resources and bi ol ogi ca
resources, cultural resources which we had
identified in the status report has been resol ved.

PRESI DI NG COVWM SSI ONER BYRON:  Good.

HEARI NG OFFI CER KRAMER: M. Carroll do
you want to respond?

MR, CARROLL: Yes. Wth respect to the
proposed of fset package for the ozone precursors
for NOx and VOC it is true that initially the
project intended to obtain offsets fromthe
priority reserve, however, the change in the
of fset package is not a recent devel opnent.

It's as late as, perhaps what | should
say is as early as February of this year when the

Air District issued the prelinm nary determnation
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of conpliance for the project the proposal was to
obtain NOx credits and VOC credits to of fset NOx
and VOC em ssions respectively fromthe San
Joaquin Valley and trade those in

So | don't want there to be any
suggestion that the change in the of fset package
is a recent phenonmenon. It took place sone tine
ago.

Because, in fact, the adverse decision
affecting the priority reserve cane out right
around the tinme that this application was being
subm tted.

Wth respect to whether or not those
of fsets are under contract, we understand that
historically sources have gone out or proposed
proj ects have gone out and have obtai ned option
contracts for their em ssion offsets.

We al so appreciate and we work on nany
projects throughout the state that in certain
areas of the state that is still possible. In
other areas of the state it sinply is not
possi bl e.

The quantity of the offsets has
di m ni shed. The value has risen dranatically.

And the holders sinply aren't willing to
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take their offsets off of the market for a period
of a year or two years which is basically what we
woul d need in order to get through the pernitting
process at any sort of a reasonable price.

So our ability to get an option contract
as has been historically done is essentially been
elimnated in certain areas including in the San
Joaquin Valley Air Pollution Control District.

It's the same situation in other air
districts. And |I've raised this with staff as
sort of a policy level outside of the context of
any particular project and encouraged the staff to
t hi nk about rethinking at what point in the
process offsets need to be obtained as sort of a
pol i cy question.

But this is one of those projects that's
af fected by that.

Havi ng said that, a banked ERC in the
San Joaquin Valley is a banked ERC in the San
Joaqui n Vall ey.

The inter-district offset ratio is pre-
established by the Antel ope Valley rules. There
are no di stance ratios.

In sone areas we have a distance ratio.

So it really does matter where your offset is
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conming from W don't have that in this case

So what we're going to be using are
certified, excuse nme, certified em ssion reduction
credits fromthe San Joaquin Valley.

There is nothing in the rules or nothing
in the analysis that would be affected by the
particular |ocation or the particular certificate
nunber that covers those offsets.

So our viewis that there is nothing
that precludes the staff from eval uati ng whet her
or not a banked em ssion reduction credit in the
San Joaquin Valley neets the applicable air
quality requirenents.

The Air District believes that they do,
by the way, and indicated as such in their
prelimnary determnation of conpliance and a
revised prelinmnary determ nation of conpliance or
whet her those offsets adequately mitigate the
project inmpacts fromthe CEQA perspective.

So our viewis the offset plan is very
clear and there is nothing that precludes the
staff from eval uati ng whether or not those banked
em ssion reduction credits satisfied project
requirenents.

Wth respect to the road paving this
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isn't anything new either. Road paving has been
t he proposal since the beginning.

This is exactly what we did for the
Victorville Project.

The proposal will be virtually
i denti cal

The only difference between the
Victorville Project and the Pal ndale Project is
that the Victorville Project was | ocated on M)jave
Desert AQWD which is a federal non-attai nment area
and therefore because EPA insisted upon it, we did
need a rule.

The Pal ndal e Project is in the Antel ope
Valley Air Quality Managenent District which is
attai nment for the federal standards and therefore
EPA is not insisting on a rule.

The District has an existing generic
credit generation rule on the books that it is
proposing to use as the basis for granting the
road paving credits in this case.

So there is a distinction, a sort of
| egal , technical distinction between the two
proj ects.

But other than that this proposal is

exactly what the staff analyzed in the Victorville
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Proj ect and what the Conm ssion approved in the
Victorville Project.

I will point out that in the Victorville
Project, as a recent exanple, we didn't even
identify the roads.

Air Quality Condition SC-9 on the
Victorville Project required that the roads be
identified 60 days prior to comencenent of
construction.

We didn't even identify what roads we
were planning to pave on that project until 11
nonths after the PSA and over one nonth after the
Final Certification had been issued.

We've identified the road segnents in
this case.

We haven't provided the average daily
traffic counts.

We were nowhere near having that |eve
of data in the Victorville Project.

And so we have seen a huge accel eration
in the quantity of data or the type of data that
is b