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PROCEEDINGS

TUESDAY, APRIL 28, 1998  SACRAMENTO, CALIFORNIA 10:09 A.M.

COW SSI ONER SHARPLESS: Wl cone to the Commttee
Conference on the Hi gh Desert Power Project. This is the

second Commttee Conference that we've had since the

begi nning of the application before the Commssion. [|'d |ike
to do introductions at the very beginning and I'Il start with
nyself. |'mJan Sharpless, the Presiding Menber here at the

Commi ssion and to ny left is Stan Val kosky who is the Hearing
Oficer. To his left is Comm ssioner Laurie. | think | nade
a protocol boo-boo, | should have introduced Conm ssioner
Laurie first.

COMW SSI ONER LAURIE:  And it is indeed properly
not ed, Conmi ssi oner Shar pl ess.

COW SSI ONER SHARPLESS: Forgive ne, it is early
this morning. To ny right is Rosella Shapiro who is ny
advisor. 1'd like to ask the parties at the dais to pl ease
i ntroduce thensel ves starting with the applicant and goi ng
around the table.

MR WOLFINGER |I'mRick Wl finger, the project
manager for the Hi gh Desert Power Project.

MR THOWPSON:. Al lan Thonpson, Project Counsel for
the Hi gh Desert Power Project.

MR GOLDEN: Keith Golden, CEC Air Quality Staff.

MR BUELL: Rick Buell, CEC Project Manager.
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MR CARROLL: Caryn Hough, Staff Counsel

MR JOSEPH. Marc Joseph representing CURE

COW SSI ONER SHARPLESS: Wl cone and thank you for
all comng. W may have sone other interested parties in the
audience who I will call up as we get to the topic areas of
interest to themso we will note that. | don't know, Stan,
did we have blue cards today or are we in a nore inforna
process?

HEARI NG OFFI CER VALKOSKY: No, no bl ue cards.

COW SSI ONER SHARPLESS: No bl ue cards, okay. So
we'll go topic by topic and as we start the discussion we'll
call for interested parties to cone up at that tine.

The Committee scheduled this Public Conference in a
Notice dated April 9, 1998. Today's conference will provide
each party an opportunity to informthe Commttee on the
status of the Hi gh Desert case, including any potenti al
del ays that mght occur; address other parties' coments
contained in the second status report which was filed March
25th of this year and in a third status report which was
filed | ast week, April 24th; and third, to discus any other
matters relevant to this proceeding, including the schedul e
for the release of the Prelimnary Staff Assessment, which at
this nmonent is at May 15th, | believe, and the degree to
which the Prelimnary Staff Assessment will enconpass all of

the issues in this proceeding.
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|'d like to cover the procedure a bit since we
don't have an agenda out there for the parties. The way we
woul d like to proceed today is to go topic area by topic
area. W have -- let's see, one, two, three -- four listed
-- No, Stan? Oh, there are nore on the other page. Four,
five, six topic areas. W will start with Air Quality then
Transm ssion then Water, Other Topics that hit in the other
critical areas such as Land Use and Visibility, the FAA
permt, the Departnment of Toxic Substance Control Permt.
Following that we will deal with the gas |line issue and then
at the end we will talk about the schedul e and options and
content that we m ght expect to see in the Prelimnary Staff
Assessnent .

The status reports indicate that there is a
di sagreenent, apparently, over the level and the tineliness
of the information thus far provided by the applicant in
several areas. The applicant has also recently proposed the
addition of a new 26 mle gas pipeline to the project.
Therefore, the Conmttee woul d prefer that the applicant go
first in the discussion of the topics and then staff and then
CURE, summarize their concerns in each individual topic area,
then the applicant will have an opportunity to respond after
we go through all of the various comments. Each party should
al so address the comments of the other parties contained in

the second and third status reports as appropri ate.
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So why don't we begin unless Conm ssioner Laurie
woul d like to add anything to what | have just said. And
we'll start with the air quality issue and ask the applicant
to cover the issues and information and other coments that
you' ve heard regarding this topic.

AIR QUALITY

MR WOLFI NGER  Thank you, Commi ssi oner Shar pl ess.
Wman? Conmi ssi oner - Wonan Shar pl ess?

COW SSI ONER SHARPLESS: That's all right, you can
say Commi ssioner Sharpless if it's going to make it easier.

MR WOLFINGER | would like to ask Sara Head from
ENSR, who is our air permitting person, to go through the air
quality side for the application

COW SSI ONER SHARPLESS: This is fine.

MR WOLFINGER  Sara, if you could come up. 1"l
nove over here.

MR THOWPSON: | have a prelimnary request to
consider. Applicant has | ooked at the second and third
filings and we have sone concern that the staff and the
applicant may not be comunicating exactly on the issues.
There may be m sunder st andi ngs between us which in ny
personal opinion may have led to or is in the process of
leading to a little nore acrinony than | would like and |
woul d like to cut that opportunity short.

| would like to suggest that the Conm ttee consider
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a conmm ttee-sponsored workshop in the areas of air and water.
I n our opinion these are the two nost critical issues, not
only for the application but also for the timng of the
Commi ssion's Decision, the Conmttee's Determ nation and
backing further the Final Staff Assessnment and even parts of
the Prelimnary Staff Assessnment. W think that such an
exchange -- W woul d suggest here in Sacramento so that you
all could be briefed basically on the intricacies of both the
water plan and our air plan would be beneficial. And we
recogni ze that there is a 14 day requirenent but woul d
suggest that the Conmttee seriously consider that request.

Along with that | mght add that as far as schedul e
is concerned, we will revisit this issue at the end of
today's session but prelimnarily we think that there is sone
merit in having the staff issue its PSA in the areas that
they are confortable with and then after this Commttee-
sponsored wor kshop determ ne what the schedul e woul d be for
air and water which again are the two nost critical issues.
So having that said as an introduction let nme turn it over to
Sar a.

M5. HEAD: kay. | guess basically we just wal k
t hrough the issues as they are presented in the Status Report
Nunber Three woul d probably be the easiest for everyone. The
first issue here is on the Myjave Desert AQVD Determ nation

of Conpliance. Basically the issue here is just a delay in
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t he schedul e of delivery of the DOC
Basically for health reasons the staff at the

Mbj ave Desert, they're not going to be able to neet their
date and so they've indicated that they're going to need an
additional two to three weeks to deliver the prelimnary
determ nati on of conpliance. They have indicated that it is
t hrough no fault or lack of data fromthe applicant, that
it's strictly that they haven't had the staff that they need
to put together that docunent.

COW SSI ONER SHARPLESS: So this is the prelimnary

M5. HEAD: Yes.

COW SSI ONER SHARPLESS: And that nove that date
fron? What is it, originally?

M5. HEAD: Oiginally | believe it was either Apri
19th or 20th.

COW SSI ONER SHARPLESS: And that would nove it to
what ?

MS. HEAD. They said two to three weeks and |
believe that that would nove it to May 11th.

COW SSI ONER SHARPLESS: Wi ch of course is like
three days away fromthe due date for the PSA

MS. HEAD: Exactly.

COW SSI ONER SHARPLESS:  Ckay.

M5. HEAD: | think that it's worth nentioning that
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11
there is another issue related to the DOC. Oiiginally the
District's staff, you know, they're trying to deci de how t hey
are going to work with the three configurations that the High
Desert Power Project has proposed. Their prelimnary
proposal was that they would i ssue one permt and then have
the other two configurations stay open with application
nunbers.

W did identify those issues at the April 14th
wor kshop that we had for this project that that | eaves a
maj or anmount of uncertainty in the project and so we've asked
themto reconsider that proposal. And it is nmy understanding
that they are reconsidering the format of which they're going
to issue the DOC to. W're hopeful that we'll be able to
issue a final permt for all three configurations as kind of
alternate operating scenario-type situations.

COW SSI ONER SHARPLESS: Are these going to be
analyzed with the sane detail |evel?

M5. HEAD: Yes, it's always Mjave Desert's
intention as far as we understand it to thoroughly anal yze
all three configurations. |It's just, you know, again, nore
of the adm nistrative formof how they issue that in the
permt. And they had said that they intended in their
prelimnary DOC docunent to fully analyze all three scenarios
and have that information avail abl e.

COW SSI ONER SHARPLESS: So I'mstill not clear
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12
exactly what you're asking the district to -- in the final
anal ysis what kind of certification to provide you. Is it a
certification that would cover all the configurations?

M5. HEAD: It would be an actual -- They woul d
i ssue the equivalent of their authority to construct permt
and that all three configurations would be permtted. They
have a permt condition that would specify only one of them
could be built but that that would be taken through in a
format such that all three were considered officially
permtted.

COW SSI ONER SHARPLESS: So each woul d have the
sane anount of detailed analysis, each would | ook at the
offsets required and identify what offsets were needed. Each
during the CEQA process would |l ook at the alternatives to
t hose and do an analysis of the alternatives as well.

M5. HEAD: | don't believe that in the Mjave
Desert permitting that they necessarily do that CEQA

analysis. | believe that they're relying on --
COW SSI ONER SHARPLESS:  Us.
M5. HEAD. -- the CEC process, right, to do that,

that type of analysis.

COW SSI ONER SHARPLESS: Wi ch introduces the
subject of why the detail is so inmportant to us, it's the
fact that CEQA does require us to do the alternative. So in

ny read of the comments | have seen a strong concern being
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13

raised, and | appreciate that M. Thonpson has said at the
begi nning of this conference that we're going to run into a
problemw th how the CEC is going to fulfill its obligations
if we don't get the kind of data that we think we need in
order to do that type of analysis. So we'll keep that in
mnd as we listen to the issues today.

M5. HEAD:. Sure.

COW SSI ONER SHARPLESS: Thank you.

MR JOSEPH. Yes, that cones up nore under the
ot her topics but --

COW SSI ONER SHARPLESS: @ ven what you have just
said does that still fall within their time frane of My
11t h?

MS. HEAD: Yes, | believe so.

COW SSI ONER SHARPLESS: They haven't yet made that
deci sion but they're making the comm tnent that whether they
make a deci sion one way or the other they can do whatever
they're going to do by May 11th.

MS. HEAD: That is ny understanding. | don't know,
is OGscar here? | believe that -- | guess not.

COW SSI ONER SHARPLESS: Not yet. Maybe he's on
his --

MS. HEAD: | believe he was planning to attend
today so maybe he's held up a little bit at the airport.

COW SSI ONER SHARPLESS: Gkay. Well, if he cones
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14
inw'll be able to probe that issue.

MS. HEAD: Yes, right. M understanding is that
they are fairly well along in their analysis parts of the
permt, and again, that this is somewhat of an adm nistrative
decision in terms of how they are going to issue it. So it
didn't appear to nme that they felt that it was, you know, a
| ong schedul e issue that they could deal with in a fairly
short amount of tine.

MR WOLFINGER:. | don't mean to play tag team here
but --

COW SSI ONER SHARPLESS: Al right.

MR WOLFINGER: W' re tal king about a specific
issue and | have an attorney with ne, Mchael Carroll.

MR THOWPSON:  Anot her attorney.

MR WOLFI NGER:  Anot her attorney, who is our air
permtting attorney as we started getting nore into things
and he had a direct conversation with the attorney of the
Moj ave Desert Air Quality Managenment District and maybe he
coul d shed sone light on the specifics of that.

COW SSI ONER SHARPLESS: And your nane is?

MR CARROLL: It's Mke Carroll, I"'mw th Latham
and Watkins on behalf of the Hi gh Desert Power Project and |
just wanted to clarify a point. Sara was accurate in her
description but since | had the conversation nost recently

with counsel at the Mjave Desert | thought | would just
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15
clarify. As Sara pointed out, they are intending to anal yze
all three configurations in terns of the technical aspects
and the same | evel of detail and have been intending to do
that all along. So in terns of the time for issuing the
permt, including all three doesn't appear as though it's
going to result in any delays. |It's just a question of
hamreri ng out exactly what the permt |anguage is that makes
it clear that these are three alternatives and you can only
nove forward with one of the three configurations.

So the tine-consum ng part which is the technica
anal ysi s whi ch you have indicated you need was intended to be
done all along. So the concept of including all three
configurations in the permt doesn't really add a substanti al
amount of time, it's just sitting down. And what | have
di scussed with district counsel is that we would put together
a proposal on how you would craft the permt conditions. And
we had a very simlar discussion with EPA Region 9 yesterday
and they have indicated that they are anenable to setting up
a simlar structure in the PSD permt for this facility so we
woul d be working both with the Mbjave District and the Region
9 just to figure out admnistratively what are the words that
we put on the page to nmake this concept work.

COW SSI ONER SHARPLESS: Let ne ask sonebody again
just so that | keep the schedule straight in ny mind. If in

fact we're tal king about May 11th for the prelimnary DOC
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16
there i s how many days in which the US EPA and the California
Air Resources Board has to conmment on that? Wat are we
t al ki ng about ?

MR BUELL: There is a 30 day review period that
the district's rules require.

COW SSI ONER SHARPLESS: So now we're tal ki ng about
at the outside June 11th.

MR, BUELL: For receiving their coments, yes.

COW SSI ONER SHARPLESS: For receiving their
coments. And then once staff gets the prelimnary DOC and
the comments it woul d take you how rmuch | onger?

MR BUELL: Nornmally we woul d expect the district
to revise their DOC based on the comments that they receive
fromUS EPA, ARB, staff, any other party that nay want to
comment on the DOC and rei ssue a Final DOC and we woul d act
on that final DOC. The district had initially indicated that
t hey woul d need another week to ten days after the close of
the comment period to finalize their DOC

COW SSI ONER SHARPLESS: So a week to ten days.
We're | ooking at what, June 17th?

MR BUELL: Approxinmately.

COW SSI ONER SHARPLESS: June 17th to June 20t h.

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: To finalize their DOC

MR, BUELL: Yes.

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN P P R R R R R R R R
g A W N FBP O © 0O N O O~ W N P O

17

COW SSI ONER SHARPLESS: So it will be an FDOC

MR BUELL: Right.

COW SSI ONER SHARPLESS: We're | ooking at around,
say June 20th if all goes well.

MR BUELL: Right.

COW SSI ONER SHARPLESS: And then you get it and
how much | onger does it take for you to do your analysis and
| ook at alternatives and all of the things that the CEQA
requi rements require us to do?

MR BUELL: Qur analysis of the CEQA alternatives
wi || be ongoing during the period when the district is
issuing its prelimnary and final DOC, or at least that is
our intent. | think our status report would identify that we
woul d need 14 days normally to incorporate the final DOC
conditions, recomrendations and findings in our Final Staff
Assessnent .

COW SSI ONER SHARPLESS: So you're what, in July,
around July 10t h?

MR BUELL: |'d have to | ook at ny schedul es.

COW SSI ONER SHARPLESS:  July 4th? July 4th. So
this is obviously beyond the time of the Prelimnary Staff
Assessnent, way beyond.

MR BUELL: When you are talking for a Final Staff
Assessnent July 24t h.

COW SSI ONER SHARPLESS: July 24th. Okay, | just
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wanted to frane the times in ny mnd so please go ahead.

MS. HEAD: Do you want nme to continue on through
the issues or do you want a chance for staff and others to --

COW SSI ONER SHARPLESS: No, I'd like you to -- I'm
sorry | interrupted you but | wanted to make sure in your
conversation --

M5. HEAD:. Sure.

COW SSI ONER SHARPLESS: -- | understood what we
were tal king about in terns of the schedule. So why don't
you conti nue.

MS. HEAD:. Ckay. The next topic in the staff
report is on the turbine manufacture data. And | guess that
what the project has always tried to do is that we believe
that turbines are continually inproving and that we' ve seen
that we'd expect in a couple of years fromnow that turbines,
because of increases in efficiency and other devel opnents
that are taking place that we expect that there is going to
be new and better turbines out there.

So the Hi gh Desert Power Project's concept here is
that we'll take available turbine data and that we'll scale
it up to try to account for these inprovenents in efficiency
t hat we expect to happen. So our concept of what is needed
is that if we, you know, we had Fluor-Daniel do this work to
scale up the em ssions that would be associated with the

increase in turbine efficiency that if we, you know, nake
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this scale-up and determ ne that worst case emi ssions and
t hen we provide actual turbine manufacture data that shows
that the data within that envel ope, that that's what we'd
i ke analyzed. This is the worst case envel ope denonstrating
that turbine manufacturers are within this.

| think that staff have indicated that they want to
see, you know, all of the specific turbine manufacturers
data to prove that that's within the envelope. And I think
that the project is endeavoring to provide original data but
we wanted to make the point that because we have accounted
for the scale-up and inprovenment in efficiency that no
specific turbine manufacturer is going to match that. And we
want to make sure that that's clear.

That basically, you know, again, we'll provide the
other turbine data to show that that's within in but, again,
we don't necessarily think that we need to provide every
turbine that ever could be considered by the project. That
again, we want the flexibility to, you know, to pick a
turbine that is within that envelope. And as |long as we've
anal yzed those inpacts and shown that the inpacts are at an
acceptabl e |l evel that we believe that should provide us the
flexibility to choose a turbine data within that envel ope
rather than saying that we're precluded fromusing a turbine
that wasn't specifically submtted, specific data.

So | believe that's the issue. And where there's,
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20
you know, a little bit of difference in opinion in terns of
what specific data needs to be provided versus what our
concept is to try to account for this expected increase in
efficiency.

COW SSI ONER SHARPLESS:  Your expertise is in what
area? |Is it on turbine and engi neering?

MS. HEAD: M particular expertise is not, ny
expertise is in air quality. So actually it's probably
better to let either Rick Wl finger or Andy Wl ch talk on
t hat subj ect.

MR WOLFINGER | worked for Westinghouse Electric
Corporation in the gas turbine manufacturing area for several
years and was the sal es manager for them The turbines
expand quite rapidly. |In fact, we presented a paper, |
believe it was part of this |atest one. They are continually
growing very rapidly and the concept is the permtting
process takes a rather long tinme and that in a conpetitive
mar ket pl ace you want to have a permt that's issued for the
turbine that m ght be available at that point in tine to buy.

So we scal ed these turbines up based on 1996 data
to where we thought the turbines are going to be in 1999.

But not to specific manufacturers, we just did these cl asses.
So that MAR, in fact they have already scaled up at |east
once since 1996 when we started this original process with

the data. And we have every -- There is every expectation
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they're going to continue to grow And the idea is to have a
permt that allows you to buy the nodel that people are
selling in 1999.

COW SSI ONER SHARPLESS: \Wen you tal k about
scaling up are you tal king about the technol ogy inproving as
far as becom ng nore efficient and having | ower em ssions?

MR WOLFI NGER  Not so nuch | ower em ssions as the
output. Because we need to nake sure -- It will get |arger,
so maybe ten percent |arger, which nmeans that the tons per
year that it will emt will be higher. It may be still the
same parts per mllion --

COW SSI ONER SHARPLESS: Ri ght.

MR WOLFINGER -- at 4 ppm In other words, the
parts per mllion of emtting may be the sane but the tons
wi Il be ten percent higher. And if you' re |ooking at the
i mpact you want to nake sure you're |ooking at the tons that
w Il be putting out of the plant, not at sone |ower |evel and
| have to come back and say, these turbines that are out
there now are ten percent bigger than they were before and
therefore we have to go through the process again of asking
for a nodification for the certificate.

COW SSI ONER SHARPLESS: So are you telling ne that
you are looking for a certification fromthe Air Quality
District and fromus that will actually size the technol ogy

to be larger than what is commercially available and
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therefore you' re going to assune how this technol ogy that
isn't commercialized yet will run in actual operation. And
sonehow with that abstract data we are supposed to do a node
run to determ ne what the inpacts are on the air quality in
that district.

MR WOLFINGER  That's exactly. Not only that but
we presented a paper to that effect and that's in everybody's
-- That's exactly right. Because they do go up and you can
tell how they're going to go.

COW SSI ONER SHARPLESS:  Well, | can only inagine
the difficulty that one would -- And |I'm sure that Latham and
WAt kins can very nmuch appreciate this since | know that their
organi zation has been very active in the reclai mprogram down
in Southern California. But | can only inmagine that permts
based on that kind of supposition or that kind of abstract
are going to make air quality conditions very difficult to
assure that we're getting -- that we're getting the em ssion
reductions that we think we're getting fromthe nmtigation
nmeasures fromeither the offsets -- If we don't have sone
fairly clear data, | think, about how the technol ogy is going
to operate in use then | don't know on what we're going to
base our deci sion.

MR WOLFINGER: | think maybe --

COW SSI ONER SHARPLESS:  You know, an engi neering

abstract doesn't give us a very high level of confort, I
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don't think.

MR WOLFI NGER Wl |, maybe | --

COW SSI ONER SHARPLESS: But | will let staff
respond because they have, you know, they have their own
comrent s.

MR WOLFI NGER Let ne expl ain.

COW SSI ONER SHARPLESS: This is just ny coments
from bei ng the Chairwoman of the California Air Resources
Board for a number of years.

MR WOLFINGER What |'msaying is the plant, we
believe the plants will be ten percent bigger than they were
in 1996. So instead of asking and going for 450 tons of NQ
offsets we said, let's go in for 495 tons of NQ offsets. So
that when in fact we build the plant in 1999 and the plant in
fact is ten percent bigger than it was in 1996 we' ve al ready
studi ed the inpacts of 495 tons of NQ, offsets. That that is
the | atest technol ogy.

That the ratepayer -- That the citizens of
California get the |atest and best technol ogy at the | owest
possi bl e price instead of my permtting a plant for 450 tons
of NQ, offsets and then having to cone back in here in 1999
and say, Conm ssioner Sharpless, the plant is now ten percent
bi gger, we'd like you to |l ook at the inpact of 495 tons of NQ
offsets. W're trying to stop a step that has been happening

for 10, 15 -- has been happening ever since gas turbines have
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been done. It's that they grow and they grow significantly
in size and the idea is to permt sonething that allows us
the growth wi thout having to come back in and re-look at it.

It's not the absol uteness of the em ssions per
kilowatt generated, it's how big the machines will get. |If
they don't get to 495 tons of NQ and it's only at 485, and
that's the size, then we've studied it. W've studied the
i npact of 495. 1've shown how |'mgoing to have em ssion
offsets for 495 tons a year but I'mbuilding a nmachi ne that
only emts --

COW SSI ONER SHARPLESS: Are you going to actually
buy the offsets for 495?

MR WOLFI NGER:  Absol utely, yes.

COW SSI ONER SHARPLESS: And so if you don't use
themthat's X anount of offsets that the econom c base can't
use because --

MR WOLFINGER  Well, | would be --

COW SSI ONER SHARPLESS: -- because they woul d be
held in a conpany that doesn't intend to use them

MR WOLFINGER Wl |, anynore than | would go out
and try to sell them | nmean, | would --

M5. HEAD. Yes, they could be rel eased back to the
bank.

COW SSI ONER SHARPLESS: That's sort of |ike

cornering the market. Go out and buy them when they're cheap
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then hold on to themand sell them when they're high.
MR WOLFI NGER: By the way, anybody coul d do that
now anyway.
COW SSI ONER SHARPLESS: Buy | ow, sell high.
MR WOLFINGER: But we're tal king small anounts,

we're only tal king one, two, three, four, five percent. So |
nmean it's not -- I'mnot trying to corner the market. | have
no intention of buying nore than | need.

COW SSI ONER SHARPLESS: | don't intend to debate
the issue today, |I'mnore interested in just where we are and
what the issues are and where that mght put us in the
schedule. And | know that there's a lot of views around this
table so | don't want to just continue this debate. \Wat |
really wanted to understand, what it was that you were
sayi ng, what your expectation was, what you were expecting
fromthe air district and fromthe CEC

MR WOLFINGER  And they are | ooking at -- The air
district is looking at turbines, classes of turbines that are
| arger than what is available in the marketplace right now.
Wth the offsets avail able for that because of the growths
t hat we expect are going to happen. And sonme of that growth
has al ready happened.

COW SSI ONER SHARPLESS: We coul d al so then | ook at
turbines that are, that have better em ssion factors to them

| ower em ssions. Not just bigger turbines but |ower
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em ssi ons.

MR WOLFINGER  Well, that's BACT, right, and LAER
And that turbine is --

COM SSI ONER SHARPLESS: But you seem -- You seem
| ess -- Based on what | read in your coments you seem sort
of less anxious to get the | ower em ssion than you do getting
t he hi gher output rate of the turbine.

MR WOLFINGER It turns out that they are separate
i ssues. The anount of em ssions put out per kilowatt of
reduction is not the sane as the size of the machine. For an
exanple -- Well, and that's just -- It's two separate things,
it really is. But we have to show that at |east there is a
t ur bi ne manufacturer out there that can neet the emi ssion
l[imts. And in fact there's a |ot of new things com ng out.
In fact, the em ssion | evels have gone down since we set the
design criteria of this plant back in 1996.

COW SSI ONER SHARPLESS: But you are tal king about
t echnol ogy that has not yet been commercialized, are you not?

MR WOLFINGER I n what sense? You nean in the
size of the machi ne?

COW SSI ONER SHARPLESS: I n the size.

MR WOLFI NGER: Wl --

M5. HEAD: It's technology that is currently under
devel oprent .

COW SSI ONER SHARPLESS: |s that not the sane thing
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as not yet being conmercialized? Not yet being sold in the
mar ket pl ace. Ckay, next issue.

MR CARROLL: If | could just add one point on this
issue fromthe air quality perspective. | think what we're
tal ki ng about is taking a prudent long-termview to ensure
that we don't underestimate what the em ssions are. W're
not tal ki ng about going out and cornering the market in
avai |l abl e of fsets but ensuring that we've given ourselves a
margi n of conpliance. Wich you nentioned the reclaim
program for exanmple. In that program no one goes out and
buys exactly the amount of credits they think they' re going
to need to cover thenselves, they buy a little bit extra to
make that at the end of the day you haven't underestimated
your em ssions and then have it result in negative inpacts.

COW SSI ONER SHARPLESS: But those are existing --
Those are existing facilities, are they not?

MR CARROLL: For the nost part, although there can
be newreclaimfacilities as well. But | think we're just
t al ki ng about --

COW SSI ONER SHARPLESS: Ckay, but it's just a
nunmber of public policy issues that I think we're dealing
with. W're recognizing the fact that we're in a new
environment with the independent generators com ng in, what
are called nmerchant facilities. And | think we're trying

very hard to recogni ze that fact in this process and be as
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flexible as we possibly can. But there's other public policy
issues that | think are really inportant that we nmust weigh
and bal ance as we, as we go down this road. So perhaps you
can go to your next point.

M5. HEAD: Am | allowed to make one | ast point?

COW SSI ONER SHARPLESS:  Sure.

MS. HEAD: You said you thought it would be
difficult to wite the conditions for the conceptual turbine.
And just to let you know, at the workshop we did tal k about
this with Mjave Desert and they don't think that they need a
particular turbine nodel, that they did feel confortable with
just specifying an emission limt and an offset requirenent.
That they feel that those are the conditions that will be
needed to pernmit this plant. And again, we did submt an
engi neering analysis to support this scale-up in terns of how
t hose nunbers are derived. So it didn't appear from Mjave
Desert's purposes that they had a problemw th dealing with
this issue on a conceptual turbine basis.

COW SSI ONER SHARPLESS: Ckay. O course, they
don't have the CEQA aspect of this process either.

MS. HEAD: Well again, we're |ooking at, you know.
W' re | ooking at inpacts froma particular em ssion |evel.

So again we feel that if we, you know, |ook at the worst that
we think it could be and we anal yze for those inpacts we

bel i eve that CEQA should be able to deal with that as well as
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long as we're not projecting a significant inpact and/or we
have mtigation such as offsets to cover that inpact.

COW SSI ONER SHARPLESS: Ckay, you've laid the
i ssue, that issue on the table.

COW SSI ONER LAURI E: Conmi ssi oner Shar pl ess.

COW SSI ONER SHARPLESS:  Yes.

COW SSI ONER LAURI E:  Before we nove on |let ne ask
a question of our General Counsel's Ofice. W have the
i ssue of CEQA and the proposal. And |I'mgoing to make this
statement and you're free to tell me you disagree or that |I'm
wong. CEQA requires identification of an inpact and
mtigation for that inpact. 1In your |egal/professional views
of staff, | don't want to deal with the policy issue of
whet her you think it's the best way to go, but why doesn't a
Wor st - case scenario setting paraneters neet the | ega
requi sites of a CEQA anal ysis?

M5. HOUGH | think there are two answers to that
question. The first is that CEQA doesn't require agencies to
do worst-case anal yses, in fact, what it requires agencies to
do is to estimate likely inpacts. Wat is likely to occur,
what is reasonably likely to happen. And if you focus on a
wor st - case anal ysis you miss that part of the analysis.
Secondly and nmore inportantly | think it fits right into the
di scussi on we' ve been havi ng about what the district does

vis-a-vis what the Energy Commi ssion does in it's CEQA role.
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What the Energy Commi ssion has a responsibility to dois to
| ook at alternatives.

So for exanple, if you have significant differences
in the inpacts or em ssions of various turbines that is
i mportant information that you as a deci sion-maker need to
consider in making your decision on this project. What the
district does is issue a set of permt requirenents for a
specific proposal. Wat the staff is proposing to do is to
| ook at the specific data for all the available alternatives
to hel p you determ ne whether or not one of those
alternatives has a significantly different effect than the
others so that you can use that information in your decision

COW SSI ONER LAURIE:  Ckay, let nme tal k about that
for a second and pl ease hel p educate ne. M understandi ng
regarding alternatives analysis under CEQA -- | understand |
may be way off on this. To ne, the alternatives anal ysis has
al ways been a confusing elenment of CEQA as set forth in the
gui del i nes and al so under court deci sion.

But nmy understanding is that the analysis tal ks
about defining alternatives to the project as a whole as
opposed to breaking the project down into specific
i ngredients of the project and having to define alternatives
to each of those ingredients. Such as, do we have to talk
about, does there have to be an alternatives analysis for

whi ch turbines are going to be used or is it sufficient to
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tal k about alternatives to the project as defined and | ook at
the sumtotal of inpacts and then determ ne under which of
those alternatives there are | esser inpacts.

M5. HOUGH You're correct, you're drawing a
distinction that | wasn't drawi ng and should have drawn. |
was speaking about alternative mtigation nmeasures. Project
alternatives are in fact different proposals, whether it's
different technol ogy, different |ocation, different size, and
those typically get looked at in a | esser |evel of detai
t han does the project itself. But once you've got an area
within the project for which there is a potentially
significant effect, such as the effect fromair em ssions
froma very | arge source such as this one, the Conmission is
required to |l ook at mtigation nmeasures.

And what staff is proposing to do is to provide you
with information about different kinds of mtigation measures
for that inpact. One is the provision of offsets, another
m ght be elimnating certain turbines from consideration or
potentially saying that only a certain nunber of turbines
shoul d be avail abl e because staff's analysis or sonebody
el se's anal ysis shows that the inpacts, the air em ssion
i npacts fromthose turbines are considerably |ess.

One of the principles that is behind CEQA is inpact
avoi dance and what we want to do is to be able to present you

with information to determ ne whether in addition to offsets
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which may mitigate an inpact once it has occurred whet her
there is a possibility in this case of having what | would
call inpact avoidance. |Is there information that would
indi cate that some of the turbines will have a different
i mpact or a |esser inpact than sone of the other turbines.
And that is information that we think is useful to you in
wei ghi ng and bal ancing the facts in this case and naking a
deci si on.

COW SSI ONER LAURI E: Ckay.

COW SSI ONER SHARPLESS:  Conmi ssi oner? Ckay.

MR WOLFI NGER W woul d di sagree with that
concept .

COW SSI ONER SHARPLESS: Ckay, but can we --

MR WOLFINGER  But that's all right.

COW SSI ONER SHARPLESS: Can we continue with the
issues identification, please. You went through turbine

manuf acturers, in case you' ve |ost your place.

32

MS. HEAD: Right. | guess the next issue nentioned

in the staff report is the potential contribution to
viol ation of the one-hour --

COWM SSI ONER SHARPLESS:  NQ..

M5. HEAD. NQ, standard. And actually this is a
very good case in point for what we were just discussing,
that this is probably the one area that is a good exanpl e of

where we m ght have sone difference in inpact for the

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

33
different turbine manufacturers. So it's a good one to talk
about next.

Basically what the issue is is that during start-up
of these various turbines you don't necessarily bring the
control device on-line at the beginning and so you have
basically an uncontrolled emssion. It is also true that the
various nodel s of turbines have different start-up profiles.
This is an area that we believe that we do need to do sone
work inin terms of, you know, show ng that the other turbine
data is within the envel ope that we' ve anal yzed and/ or
broaden our analysis so we are, you know, |ooking at that
right now and we will be providing staff sone nore
information on this shortly.

COW SSI ONER SHARPLESS: | think staff in their
status report asked for sone information to be supplied and
you intend to do that?

MS. HEAD: That's correct.

COW SSI ONER SHARPLESS:  Ckay.

M5. HEAD: And | guess the other issue was that in
the staff's analysis that they did find sone --

COW SSI ONER SHARPLESS: Exceedances.

M5. HEAD. Sone exceedances, whereas our anal ysis
we had not. We re-looked at that and part of the probl emwas
that there were sone errors in our terrain data. W have

already fixed that and supplied that to staff so we, you
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know, we hope that that's correct. And | understand that
they received that but haven't had a real chance to | ook at
it yet.

That was one of the issues is that sone of the
terrain datas weren't matching up and it just had to do with
the way the conmputer file was being read into the nodel, so
we believe that that's taken care of. And in fact, with the
corrected terrain data the annual inpacts and the health risk
assessnent are actually, the inpacts are reduced so we
appreci ate the staff pointing out a way that we could reduce
our inpacts.

But then in terns of the one-hour standard, we're
continuing to look at that. Staff felt that it was necessary
to | ook at sone additional data from another project and to
do sone additional nodeling analysis. So we're al so
undertaking the sane analysis. W're going to be |ooking at
that to hopefully match up our results with staff's and then
solve the problem Staff in the April 14th workshop did
nmention that there's sone possible mtigation neasures that,
you know, could solve this problemand they nmentioned one in
particular which was to do --

Basically in two of our configurations one has
three turbines and one has two, it's the one with the
conbi ned cycle case with three turbines that currently is

showi ng the exceedance. And they said, well, for possible

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

35
mtigation you could do a phased start-up where you just
start up one of these at a tine. That is a possibility.

W'd like to look at it as an overlap start-up, not
necessarily sequenti al .

But there's other options that we are | ooking into
that we feel would be acceptable mtigation. And of course,
you know, we understand that you can't show an exceedance of
a standard so that's a given but we feel that there's lots of
potential ways to mitigate that. And so again, when we're
| ooking at the different turbine manufacturers we will | ook
to see, you know, if there's differences but the end result
will all be that we'll show conpliance with the one-hour
st andar d.

So, you know, again going back to the question of
alternatives and CEQA. You know, again, | think that if you
show that, you know, all of the options are acceptabl e that
there, you know, shouldn't necessarily be a hard decision put
bef ore you where you have to say, you can't use this turbine
because these are, these are better.

COW SSI ONER SHARPLESS:  Ckay.

MS. HEAD: Ckay.

COW SSI ONER SHARPLESS: There was one statenment on
page four of your status report, subsection C, second
paragraph. And | think you just touched on this about how

you were going to deal with the, perhaps the one-hour
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exceedance. And one of the things you listed was additional
nodel i ng techni ques or | ess-conservative nodeling
assunptions. Could you explain a little bit what you nean by
| ess-conservative nodel i ng assunpti ons.

MS. HEAD: Sure. Basically what we had originally
done with the one-hour NQ, analysis is that we nodeled it and
we just looked at kind if an annual percentage of the
conversion of NQ to NO, and canme up with the generalized 61
percent. Well, staff in their analysis did find using a
hi gher em ssion nunber that they had from anot her project
that they were -- that they needed to go to the next step of
| ess-conservative nodeling which is the ozone-limting
nmethod. What they did is the ran the ozone-limting nethod
and then applied a kind of a single worst-case NQ, background,
added that in and conpared it to the standard.

What we woul d propose to do as the next step is
i nstead of using that one maxi nrum one hour NQ, val ue that has
been observed for the last six years would instead be to
apply the ozone-limting nodel but match it up with the hour-
by- hour NQ, background that was observed at the time of the
run. So that's | guess what our current idea is at this
point. | believe that our nodeler talked that over with the
staff nodel er and, you know, of course he didn't have a real
opinion at the noment. So it's just sonething that we're

proceedi ng --
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COW SSI ONER SHARPLESS: So you're doi ng the node
runs now based on adjustnents in your nodel ?

MS. HEAD: That is correct.

COW SSI ONER SHARPLESS: Ckay, fine, | understand.
| guess the next issue is Best Avail able Control Technol ogy.

MS. HEAD: That is correct.

COWM SSI ONER SHARPLESS: LAER

MS. HEAD: And basically this is, you know, been an
even nore evolutionary issue as we've gone through this
proj ect than the turbines have been. That we have been
| ooki ng throughout this project at sonme, at the SCONQ,

t echnol ogy which is new technol ogy that has become avail abl e.
W have sone issues with that particular technol ogy that we
don't -- W have concerns about with this project which we've
docunented. And then through the South Coast process there's
been some recent information becone avail abl e and sone recent
permts issued that SCR technology is also able to get |ower
em ssions | evels.

And we're certainly | ooking at that but | guess
we're not prepared at this tinme to say, you know, exactly
where we think we conme in with respect to that new
information. And | think that what our expectation is now,
since again Myjave Desert has indicated that they' ve all but
conpleted their analysis and they're just going through the

final review stages of their PDOC that we believe that
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actually they are the proper agency to make this
determ nation of what is BACT/LAER for this project. That
they are the correct air agency.

So we're -- Kind of our intention at this point is
to go ahead and let themrelease their prelimnary DOC and
then we fully expect the other air agencies and ot her
interested parties to submt coments on that. And we fee
we're best able to deal with it as we see what all the
coments are and what different pieces of information are
provi ded and then we would work very closely with the
district to finalize what our NQ, control |evels wuld be at
that point for that site. | guess --

COW SSI ONER SHARPLESS: Do you know where they are
headed in terms of the BACT determ nation?

M5. HEAD. | believe that they are headed towards
sticking with us on our 4 ppm proposed, that would be ny
expectation. Oscar -- Oh, here he is. Oscar Hellrich is
here now.

COW SSI ONER SHARPLESS: Thank you, sir, for making
the trip up to Sacranento.

MR HELLRICH: Good norning. |'m Gscar Hellrich,
engi neer with the Mjave Desert Air Quality Managenent
District. Unfortunately |I just acquired this project two
weeks ago. | was given a two-foot stack of paper to | ook at

and have not finally nmade a determ nation as to where we
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stand with BACT. | would say in the interest of tinme that we
as a district will probably reflect the application, as Sara
had mentioned so we will try to submt a docunment as soon as
possible. | don't care to be an alarm st here but | have
seen very little of our docunent on paper yet so we have a
j ob ahead of us.

COW SSI ONER SHARPLESS: | definitely appreciate
you being here. W were talking a little bit earlier and you
had not yet arrived.

MR HELLRICH  Yes, Southwest was running late
first thing in the norning.

COW SSI ONER SHARPLESS: Darn, and they have that
i mge of being on tine. We'Ill call you up after we get
t hrough this and you can provide us with whatever information
you' d like to provide us on this.

MR HELLRICH  Thank you.

COW SSI ONER SHARPLESS: We appreci ate you bei ng
here, thank you. Okay?

MS. HEAD: Ckay.

COW SSI ONER SHARPLESS: Air em ssion credits.

M5. HEAD:. Emission reduction credits. | guess
that kind of what becanme known at the April 14th workshop was
that there was a fairly substantial m sunderstandi ng
regardi ng our offset plan, was that staff and others were

under the inpression that some of the offsets that we're
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proposing to use in Mjave Desert were being created for this
project and that's not the case.

Basi cally what we have here is that Mjave Desert
has a banking rule and that several people, Mtsubish
Cerment, PG&E, So-Cal Gas and George Air Force Base al
subm tted applications in the past to themto receive
em ssion reduction credits fromthe bank. Just because
nobody el se -- You know, you were tal king about cornering the
market but in the years since they submtted those
appl i cati ons nobody has needed those credits in the Mjave
Desert. And because they had resource constraints the
district just hasn't been able to process those applications.

W' ve been view ng those offsets as banked em ssion
credits and as a result we think that they should be anal yzed
on that basis. That they should be anal yzed as though we're
just pulling credits out of the bank rather than | ooking at
them as a secondary inpact to the project where you have to
do, you know, a |ot of analysis of associated em ssions, you
know, work with the project. So we think that that's kind of
a major difference in our inpression of how nuch analysis is
needed to be done with the exhaust hits.

| guess the staff report also to our mnd inplies
that we haven't submtted data and | guess that again that's
just maybe a m sunderstanding of the level of detail that's

needed or what specifically was needed. W did feel that we
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wer e being responsive and that we were providing data that,
you know. We think that we've done a good job in identifying
that there is nmore than sufficient offsets available in our
offset plan. | believe that the nunbers are |ike 300 percent
of the NQ offsets are available and that we're getting BOC
down fromthe South Coast bank. And we've only listed like
the top ten sources that we're | ooking at and those top ten
sources have nore than 500 percent of what's avail able.

So we believe that, you know, we've provided
sufficient data to show that there's a lot of offsets
avai | abl e and that, you know, some of the issues that we had
earlier in the project about whether or not the project would
be able to obtain offsets in a tinmely manner, which for the
CEC a tinmely manner is in such tine that you' d have the
information in time to process and then |icense the project.

You know, there just seens to be sone difference of
opi ni on between the staff and the H gh Desert Power Project
in terns of the sufficiency of the data that's been
submitted. So again, we have an interest in providing the
data but we do have a difference in opinion of what data is
needed and what constitutes a secondary i npact.

COW SSI ONER SHARPLESS: Well yes, this issue has
been an issue fromthe get-go. | guess we have quite a
record in public testinony of what our expectation was and

whet her there was a m scomuni cation. It's kind of
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surprising at this point intime to learn that there m ght be
a m scomuni cation since | thought that people's expectations
were very, very clear. But having said that | would really
prefer to let all of the parties speak, the Cormittee is
going to have to grapple with this issue. So that takes you
to your em ssion credit.

MR CARROLL: May | just interject a point?

COW SSI ONER SHARPLESS:  Yes.

MR CARROLL: | just wanted it clarified and |
don't want to be overly legalistic here. But the question
that is before you is whether or not this facility has
conplied with all the applicable air quality regul ations.

And to that extent it is perfectly legitimate to inquire as
to whether or not they have obtained valid em ssion offsets
on a tinmely basis of a sufficient quantity to offset the

em ssions they have.

The process of how those credits were created,
however, is to a large extent outside of this process. It
involves a different applicant that is not before you, it
invol ves a different application process that is well-
establ i shed under federal, state and local law. It involves
opportunities for public review and input to that process so
it's not as though there is no public scrutiny of the
creation of those credits. There is in large part a

separate, in fact alnost exclusively a separate process from
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the permitting of this facility.

And that sort of has been our perspective on this.
Now t hat havi ng been said, we are perfectly willing to
provi de as much information as we can possi bly obtain about
t hat other process, but | think where the m scommunication
has been or the m sunderstanding has been is that it's a
separate process which we don't control, it involves a
different party. So our ability to get that data and to
provide it to youis nore limted than in an area which is
within our control and within this process. So | think we
have been endeavoring to obtain as much information as we
can, to provide it to you, but it really is a separate
process.

COW SSI ONER SHARPLESS: M. Carroll, | understand
that issue, there is another issue, though. This is probably
the only permitting process in the state of California where
you have a one-stop shop. W have our own adm nistrative
rul es and regul ations that applicants understand they nust
neet in order to go through our process. The issue that you
raise is to what |evel of detail you get into in analyzing
the actual ERCs in this project is one issue.

The other issue is the identification, the actual
i n-hand, these are the ERCs that we're going to use so that
we can put that into the analysis and have it as part of an

anal ysis, not just, we've got 150 percent of the ERCs that we
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need in a bank and when the tinme cones we'll buy those ERCs
and those will offset adequately, those will mtigate
adequately all of the em ssions that we've identified in this
project. | think if you will read our rules it is quite
clear that we have asked or the identification of those ERCs.
Not candi dates but identification of the ERCs, which is a
different issue than what you're talking about.

But there is the issue you are talking about as
well, that parties have raised and we will tal k about today
and we will listen about the different perspectives. But |
just want to nake it clear that my conmments were on the issue
of the expectation of this comm ssion in getting identified
ERCs that we could put in the Prelimnary Staff Assessnent.

MR CARROLL: And | appreciate that and maybe |
wasn't clear. W are endeavoring to try to do that and to do
that as soon as possible. Al | was pointing out is that
it's not conpletely within our control. To do that involves
their application process, it involves negotiations with a
third party who is outside of this process so our ability to
provide the information that is requested within the tinme
franes that you would like is limted to some extent and by
factors outside our control.

That having been said, we understand your desires
and are doing everything we can to conply with those. But to

the extent we're not able to always conply with those
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requests on a tinely basis it is not because we don't want to
do it, it's because it involves a different process.

COW SSI ONER SHARPLESS: And | appreciate that.
There was a great deal of discussion about this in Decenber
about whether or not they would be able to be identified
within the 120 day period. |If you go back and read the
record there are areas of testinony that have tal ked about if
they are not identified there will be a slippage in the
schedul e. Those remarks were in fact nade by the applicant.
So having said that.

COW SSI ONER LAURI E:  Question

COW SSI ONER SHARPLESS:  Conmi ssi oner Lauri e.

COW SSI ONER LAURI E: Educati on agai n.
| dentification of the source of the ERCs. 1Is it your view,
referring to staff, that identification is necessary because
the source of the ERCs may determ ne different inpacts,
secondary inmpacts that in your view under CEQA nust be
anal yzed? 1|s that your explanation and is that your
rational e?

MS. HOUGH There's three reasons why we require
identification of offsets for purposes of our analysis.
First of all, as you're aware, the Warren-Al quist Act
requires that the offsets be obtained prior to the Conm ssion
license. As we invest nore and nore public resources in this

process |'d like to have an assurance that that's going to
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happen and we're not spending resources on a project which
isn't ready to go forward to neet that requirenment yet.

COW SSI ONER LAURI E: Ckay, but --

M5. HOUGH That's one reason. One reason is the
fact that we like to nake sure that that finding is a
possibility and this is a situation where we've got a bank
with nothing in it so that's a concern for us. The second
reason is that staff has in the past and woul d presumably do
so in this case, when there are different possibilities for
obtaining offsets, particularly for large projects like this
whi ch have |arge inmpacts, we like to see whether or not it's
feasible to obtain offsets upwi nd of the project so that
there is some connection between the mtigation that is
provi ded and the actual inpact of the project.

There are cases where that is possible but it is
one of those -- one of the issues that we like to investigate
in our analysis. Can we pick a mtigation within the
district's rules, within the offset process that actually
provi des sonme real reductions in the sane general area as the
proj ect inpacts.

And then the third reason is that if the creation
of offsets or the creation of the mtigation itself creates
secondary inpacts we believe that the Conm ssion has a
responsibility to | ook at those inpacts in its analysis and

take those inpacts into consideration in its final decision.
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So those are really the three basic reasons why we | ook at

of f set s.

COW SSI ONER LAURI E:  Thank you

COW SSI ONER SHARPLESS: M. Val kosky.

HEARI NG OFFI CER VALKOSKY: Ms. Hough, on your | ast
poi nt about creation of the offsets. Is your position the

sane if in fact an applicant were to purchase offsets froma
bank that had already -- offsets which had al ready been
approved and put in a bank?

M5. HOUGH Well, | guess it woul d depend on
whet her or not the district had | ooked at those secondary
i mpacts when they approved the offsets. | think that the
process that is contenplated in CEQA is that the district
does this approval of offsets and |lets themgo into the bank
and when it does that it's taking, it's nmaking a decision
that is subject to the requirenments of CEQA and it should be
| ooki ng at those secondary inpacts at that tine.

This is a situation where that process hasn't
happened yet and | do not know whether or not the district is
going to be looking at those inpacts in nmaking its deci sion.

HEARI NG OFFI CER VALKOSKY: | understand t hat
process hasn't happened yet and | understand that's creating
some difficulty. But again, assuming that it is a legitimte
process, which | assune.

M. HOUGH  Yes.
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HEARI NG OFFI CER VALKOSKY: Wich has to be a
presunption, right. Once the district conpletes the analysis
and conpl etes the placenent of the offsets in the bank is
that in your view the end of the secondary i npact
i nvestigation?

M5. HOUGH It is if the district has | ooked at the
secondary inmpacts in naking its deci sion.

HEARI NG OFFI CER VALKOSKY: Ckay, and how do you
determ ne that?

M5. HOUGH  You |l ook at the record of the
district's decision.

HEARI NG OFFI CER VALKOSKY: (kay, SO in a sense you
woul d be going behind the district's process?

M5. HOUGH No, | would be looking at it, | would
be | ooking at what the public record is of the decision. And
| think that there would be an argunment you coul d nake that
if the district didn't do that and they should have that our
ability to go back, the Commission's ability to go back and
reevaluate for the first tinme those inpacts mght be limted,
particularly if it was a long time ago. |It's one of those --
| think it's a situation where there is no bright line as to
where the Conmission's responsibility would pick up if a
district had not fulfilled its CEQA responsibilities in
| ooki ng at those inpacts.

But again, what we are trying to do is to collect
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the facts in this case so that we can present themto you so
that you can take theminto consideration.

HEARI NG OFFI CER VALKOSKY:  Thank you.

COW SSI ONER SHARPLESS: (Gkay, let's see, ERGCs.
Does that bring us down to the bottom of your list on air
quality issues?

MS. HEAD: Yes, | believe so.

COW SSI ONER SHARPLESS: Ckay. Well, thank you
very much for your forthrightness in laying the issues out on
the table fromyour perspective. Staff, would you like to
review for us your coments and your issues.

MR BUELL: Yes. | would like first to respond to
Al'l an Thonpson's opening statenent. Staff concurs with the
applicant that it appears as though we have a probl em of
m scommuni cati on between staff and applicant. That we think
we're saying this is the information that we need and the
applicant is hearing sonething different or telling us
sonmething different and we're not |istening.

Certainly this is the first merchant plant to be
certified by the Commi ssion and it presents a uni que
chal l enge to staff, particularly the envel ope concept that
the applicant originally had proposed for this case as well
as the multiple configurations. 1t's a challenge and we
would like to work with the applicant to try to resolve these

i Ssues.
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W woul d note we've already schedul ed a wor kshop
for this Thursday to tal k about the water plan as well as the
natural gas pipeline as well as issues on cultural and pal eo
and | and use issues. So for the need for a Committee-
sponsored wor kshop, at |east on those topics, is in the
staff's opinion already taking place although that workshop
wll take place in Victorville. Staff generally has a
preference for workshops in the vicinity of the project site,
particularly on environmental issues. The primary reason for
that is to ensure that the public as well as |ocal agencies
have an opportunity to participate. That is not always as
easy when we're here in Sacranento. W do appreciate Oscar
Hel Irich for showi ng up today, with that note.

|'d like to turn to the Determ nation of
Conpliance. Qur notes are very nuch simlar to what Sara
Head had summarized. At the April 14th workshop the district
i ndicated that they woul d be approxinmately three weeks | ate
on their Determ nation of Conpliance, the Prelimnary
Determ nation of Conpliance. | noticed that Oscar today
said, as soon as possible. |1'mnot sure what as soon as
possible neans, if that means within the next three weeks or
if that nmeans there will be sone |onger delay that may occur.
And | would turn to Gscar to provide any clarification on
that if he is available to do that at this tinme.

The other issue that 1'd like to tal k about is
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staff's concern, as Sara had identified, that they woul d view
an opportunity to review the DOC once it cones out and
commrent on BACT issues. W understand there's other issues
that EPA as well as ARB or staff want to raise on the
Prelimnary Determ nation of Conpliance and the district's
schedul e for providing a Final Staff Assessnent, excuse nme, a
Final Determ nation of Conpliance is optimstic. And we're
concerned about the possibility that the district wll
actually be able to performas they have indicated.

This is just one probl emthough that we have in
terms of scheduling, producing our FSA, our Final Staff
Assessnent for this project. There are other data probl ens
that al so cause us concern which we'll el aborate on Air
Quality as well as other topics today that rai se concerns
about us being able to file a conplete Final Determ nation --
Excuse me, 1've got the things backwards.

COM SSI ONER SHARPLESS:  PSA.

MR BUELL: |'mtalking too fast. Qur Final Staff
Assessnent .

COW SSI ONER SHARPLESS: Ri ght.

MR, BUELL: On schedule. One other note here --

M. HOUGH Wuld the Cormittee |ike us to go
t hrough the same topics in the order the that the applicant
went through then?

COW SSI ONER SHARPLESS: Yes, | would like --
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M5. HOUGH  Wul d that be hel pful for purposes of
not es?

COW SSI ONER SHARPLESS: Yes, just to get sort of
the other parties' perspectives on these issues.

M5. HOUGH | think the next one was the turbine
dat a.

MR, BUELL: Yes. Regarding turbine data. It is
our normal practice to utilize turbine manufacturer data,
guar ant ees and eval uati ng proposals before the Energy
Commi ssion. W understand here fromthe applicant that
t hi ngs are changi ng dynam cally as we speak on what turbines
are actually available. Nevertheless we feel it necessary to
have sonething to base our opinion on what the em ssions are
likely to be fromthis project for the various configurations
that the applicant is considering.

The information that we have identified thus far
that was provided in the Sutter case shows a different
em ssion rate than the applicant has identified. It is not a
matter of scale-up, it is the matter that the applicant
appears to be claimng a | ower emssion rate than is being
cl ai med by the turbine manufacturers currently. The
applicant has identified that they have information that
woul d | ead themto believe that |ower rates are achievabl e;
staff would like to see that information and share that

i nf or nat i on.
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W initially issued data requests on Decenber the
17t h requesting information to docunent the turbine
manuf acturers' em ssion clainms. The applicant has not, in
staff's opinion, responded to those. Their response was at
that tine that they thought that that information would not
be available until such time as they actually decided to
purchase a turbine, which would probably be post-
certification in this case.

COW SSI ONER LAURI E:  Question, Madam Chair.

COW SSI ONER SHARPLESS:  Yes, Conmi ssioner Laurie,.

COW SSI ONER LAURIE: M. Buell, then is it your
statement that if a determ nation was nade to go ahead with
wor st -case scenario that you don't even have the data today
to create a worst-case scenario0?

MR BUELL: W do not have data to substantiate the
applicant's worst case em ssions.

COW SSI ONER LAURIE:  Ckay. | don't know how you
woul d define it. |Is this data that the applicant has given
to you applicant's data or does it nmake reference to a third
party's data?

MR BUELL: At this point in time w believe it to

be applicant's data.

M5. HEAD: |'d like to add a little clarification
here. | think that there is a little confusion that |
bel i eve that our operational nunbers are worst-case. | think
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t hat upon re-looking at the nunbers that the issue here is
the start-up period. And so, you know, we do believe that we
need to supply nore information on the start-up to justify
t he worst-case em ssions.

So | think that that's maybe where sonme of the
confusi on has been comng from That, you know, we thought
we were answering the question adequately |ooking at the
long-termoperation and it was only fairly recently that we
identified that it was actually the start-up data that's
driving this one-hour NQ issue that may not be as worst-case
as we'd like it to be. So we are -- W are definitely
| ooki ng at that issue and endeavoring to provide staff with
some nore information. But again, fromwhat we have seen the
problemis solvabl e and again, you know, we will not go
forward proposing any turbines that are not, you know, able
to show conpliance with that standard.

MR BUELL: One additional point of clarification.
It's not just the em ssion rates that are inportant, it is
al so the stack parameters, the tenperature of the flue gas,
the volunetric flowrate that is inportant. Wat we have
here is a very difficult situation if | have to m x and match
em ssion rates. |In one case one turbine may have a higher
em ssion rate for NQ, than another turbine but in contrast the
ot her turbine has a higher PM 10 em ssion rate.

And | end up mxing and matching and it gets to a
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poi nt where I'mnot sure that the staff can actually perform
t he anal ysis because what stack paraneters do | assune to be
worst case. |t becones a ness. |t becones far nore easier
just sinply to take the actual data for each turbine and
nodel it. It gives you the answer that you need and it's
nore informative to the decision-naker. The last point I'd
like to make -- Yes.

COW SSI ONER LAURI E:  But what happens if when they
go to construct they want to use a different turbine because
due to great research and devel opnent technol ogi es that
perhaps we partnered in there is a trenendous new opportunity
but that particular turbine is not the manufacturer's node
that we've utilized, but upon exam nation its inpacts would
be well within the parameters of what our environmental
docunents have anal yzed.

MR BUELL: That's very sinple. They would conme to
t he Commi ssion, petition for a change in their permt

condition allowi ng that new turbine. And if the inpacts are

well, the emssions are well within the estimates that we
anal yzed during the process there would be no -- A slam dunk
if you wll, to approve that anendnent.

M5. HOUGH  You know, in our mnd the question is,
if you believe that there are going to be advances and
changes in turbines, inprovenents in turbines, to what extent

do you want to conprom se staff's ability to analyze rea
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data to determ ne real inpacts in order to acconmpdate that.
And that is the concern we have, where does the bal ance get
drawn. And as Rick has said, we believe that there is data
out there on the available turbines, it is data we coul d use.
It's easiest and it's sinplest and it's probably the nost
informative for us to be able to obtain that data and do our
nodel i ng based on that.

MS. HEAD: Al though Caryn al so nentioned that she
t hought CEQA shoul d anal yze most likely impacts and | guess
at this point we do fully expect the inprovenents in
efficiency and so we think that those are the nost |ikely
nunbers. That we're calling worst-case but we really think
are realistic and have been derived, you know, using
assunptions that we can share with the staff, which we have
shared with the staff on the operations and we wi ||l endeavor
to share with the staff on --

MS. HOUGH We'd love to be able to validate that.

COW SSI ONER SHARPLESS: There are five apparently.
In the staff's April 24th status report on page five there
are five areas that staff is suggesting they need in order to
--45 days prior to issuing the Final Staff Assessnent--that
they need in order to do their Final Staff Assessnent.
Staff, are these the five that you feel you need?

MR BUELL: Yes. W'd also note that that includes

st eady-state em ssions, nunber two. The reason | included
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that is because | wasn't sure that we actually had that dat a.

COW SSI ONER SHARPLESS: And you feel that without
this you will not be able to do an adequate revi ew?

MR BUELL: Yes, we will not be able to do an
adequat e review,

COW SSI ONER SHARPLESS: Ckay. We'll get back to
the applicant on this issue.

COW SSI ONER LAURIE:  Let me ask one nore question
for clarification if | may.

COW SSI ONER SHARPLESS:  Conmi ssi oner Lauri e.

COW SSI ONER LAURIE: A question to staff. Is it
your understanding of the applicant's concern -- Is it, A
that the applicant doesn't want to be locked in to a
particul ar manufacturer, which according to your testinony
woul d thus necessitate an amendnent or change to the permt,
to the certificate when issued; or two, the data is not
avai l able. What is your understanding of their concerns,
non-availability of data or a desire not to be | ocked in?

MR BUELL: | don't know how to answer that, |
cannot speak for what the applicant's notivation is.

COW SSI ONER LAURIE:  |'m not asking you to
specul ate, what is your understanding? Have they discussed
w th you?

MR, BUELL: The applicant on nore than one occasion

has identified a desire to have flexibility in choosing a
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turbi ne manufacturer, up to as late in the process as they
would like to do that. Staff is exam ning ways that we coul d
actually allow that to happen. Certainly if we found that
all the inpacts fromall four turbine manufacturers that the
applicant wants to consider are acceptable to us then we have
no preference in any one of those four turbines. W could
wite a condition of certification that would allow the
choi ce of any four of those.

COW SSI ONER LAURI E:  Ckay, and has the applicant
indicated to you that that data is, A either not avail able,
or B, they are unwilling to deliver it?

MR, BUELL: They have said that that data is not
avail able until they actually make a decision on which
t ur bi ne manuf acturer they want to purchase.

COW SSI ONER LAURIE:  And do you disagree with that

st at ement ?

MR BUELL: | believe that there is reason to
bel i eve that they can obtain that information. 1In the Sutter
case -- | hate to raise that as an exanpl e unnecessarily but

it is something that is at hand. The applicant in that case
has provi ded the turbine manufacturer data which we are
prepared to use for our analysis in this case. They have

al so indicated that they are al so aware of recent

i nprovenments in gas turbines and they are in the process of

providing data, it is ny understanding, to the CEC that in
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terns of source test data, would docunent those inprovenents.
So yes, | think that data is avail able.

COW SSI ONER LAURIE:  Further clarification of the
applicant. |Is it your viewthat the data is available or is
not avail abl e?

MR WOLFINGER W believe it is available. And in
the white paper, we call it a white paper when we tal k about
how we made these turbines five or ten percent bigger than
they were, we provided both General Electric and Westinghouse
data in that paper show ng how we used baseline data and then
scal ed these machines up so they were larger. Because
exactly what has happened at Sutter is exactly what we
anticipated to happen as a natter of fact over tinme. The
turbines are getting bigger and they have to cone back in and
redo it. W believe it is there.

W have not provided the data on the four turbine
manuf acturers that we've tal ked about and in fact there may
be nmore turbine manufacturers in the future that are not even
on that list that may be conming into the United States to
sell turbines too. So | nmean, you can't even limt yourself
to the four that are here now, there may be nore. | guess
what we're trying to do is look at a size and | have to neet
the conditions of a permt. That it can only emt so much,
that it can be -- start-up and those type of things. So we

believe that that is available, we believe we supplied sone
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of the data but not for all of them

M5. HEAD: And like | say, again, you know, it was
really only fairly recently that we, you know, understood
what staff was requesting and so we are endeavoring to
provide that. | think that M. Buell referred to our January
15t h data response where, you know, again we pointed out what
data we had supplied and our concept, tried to clarify that.
It wasn't, you know, necessarily that there was any saying
that we couldn't get that data or that it wasn't avail abl e,
it was just, again, a better understanding now of what the
needs are and what the purpose is. So at this point we are
attenpting to provide nore data.

COW SSI ONER LAURI E:  Thank you

COW SSI ONER SHARPLESS: But again, are you
provi di ng one through five on page five of the staff's
report?

MS. HEAD. Yeah. |In sone cases | think this is
data we've already provided, particularly the steady-state
em ssions estimtes, and | guess we would work with the
staff. But | think it is our intention to provide this data.

COW SSI ONER SHARPLESS: |Is that news to staff or
is staff aware that they were going to provide certain data
but you still have concern that they won't be providing you
with all the data?

MR BUELL: Today is the first |I've heard that the
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applicant is -- That's not correct, | think M. Wl finger at
t he workshop on the 14th did indicate that they were willing
to provide information on the two mssing turbines for start-
up. Staff was confused at the discussion at the workshop
because it appeared as though M. Wl finger was referring to
two turbines that weren't available to operate and we were
concerned about what information would be provided. But
today is the first I've really heard a conmtnent from Sara
on when -- that the applicant would provide the information.
The question | have at this point is, when will they provide
that information?

COW SSI ONER SHARPLESS: Can the applicant respond
t o when?

MR WOLFINGER No, not at this time. One of our
problens is we have not received the Sienens data at this
point in time. W have asked themfor it and we have not
received the Siemens. And | have to say also, | want to make
sure that we will supply this information but it does not
[imt, we don't believe it limts the turbine manufacturers
or the nodels we would like to have the ability to buy. At
this point intime w're going to supply four but l|ike I
said, there may be additional turbines. And nore than likely
the nodels that we supply will not necessarily be avail able
for sale in 1999 when we go to buy these or will be the ones

shi pped in 2001. They'll get bigger, better.
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COW SSI ONER SHARPLESS: \Wen are you building this
facility?

MR WOLFINGER It will be on-line in 2001. The
data you're receiving now --

COWM SSI ONER SHARPLESS: So you're going to go into
construction in 1999?

MR WOLFINGER Right. W already have information
right now as a matter of fact that at |east one of the
manuf acturers that | know of is already contenplating a
significant upgrade. So that the nodel information | give
you now i s not going to be what he is offering in '99. Well,
he may still be offering the ol der nodel but he's going to
offer an updated nodel. But he is not willing to go out and
commit that in the way of hard, firmdata into the
mar ket pl ace. These are our problens that we're westling
Wit h.

COW SSI ONER LAURIE:  But let me ask staff how they
pl an to approach the problemso that if this project is
approved -- And part of the project description is an
identification of particular turbine nodels and manuf acturer
nunbers. Applicant then comes in and says, no, we're going
to use this other turbine and you do an anal ysis and you
determ ne that that turbine is pretty darn close as far as
simlar inpacts. Then are you able to make your own finding

that use of that turbine is in substantial conpliance with
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permtting terns and conditions and project description and
in fact we need not do anything further? O wll you always
requi re sone anendnent to the permit, to our certification
process, once a particular turbine is identified? | guess
what |'m asking --

COW SSI ONER SHARPLESS:  You're asking staff?

COWM SSI ONER LAURI E:  Yes.

M5. HOUGH It woul d depend upon whet her or not the
turbine was specified in the Decision. That's one of the
i ssues here.

COW SSI ONER SHARPLESS: | also think it's
interesting that there will be conpliance requirenents on
this and that when this thing is up and running and it's
nonitored on a quarterly or however the conditions are, and
if they don't neet the permts then this applicant has got a
real problem Either he's going to change the operation of
his facility big tine and put pressure on Mjave now sayi ng
that we're in the marketplace and you' re maki ng us uneconom c

and we're going to have uneconom c assets. And it cones down

to the regul atory agency meking the applicant |ose billions
and billions of dollars or we do this thing right in the
first place. |'d have to have us conme up against a

conpl i ance issue because we didn't license and certify this
facility correctly to neet conditions.

MR BUELL: There's a couple of things that 1'd

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

64
like to point out. This is indeed a unique situation.
don't think the Conm ssion has ever run into a situation
where the applicant has not nmade a decision on a turbine or
at least a group of turbines. 1 think there was one other
case where we've dealt with nultiple turbines. Normally the
lead time for purchasing a turbine is on the order of years.
And if the applicant is truly intent on bringing this project
into operation in 2001 then that decision to purchase which
turbine has to be made in the near future or relatively near
future

So we do appreciate the applicant's desire to get
t he best machine that they can so they can conpete in the
mar ket pl ace, we also are stymed by trying to figure out how
to deal with this animal. Certainly, to answer Conm ssioner
Laurie's question, if it were a sinple slamdunk in ternms of
saying there's no net environnental consequence froma change
in turbine manufacturers that staff could as part of our
process nmake it a sinple analysis that woul d cone before the
Commission. It wouldn't be a detailed, CEQA-type of an
anal ysis that would be required.

MS. HOUGH There's a section in the Conm ssion's
regul ations that deal with post-certification amendnents and
changes and there's several tiers laid out. One in which
staff takes a quick look at it and concludes that there is no

possibility that there could be an environmental effect and
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they file something to that effect and people can respond to
that, contest that, and then bring it before the business
neeting. |f nobody does that | believe it becones, the
amendment will beconme part of the Decision wthout a hearing.
Typi cal |y what happens is staff does do an analysis and it
goes on the consent cal endar.

COMWM SSI ONER LAURIE: So if I'mthe applicant then
why aren't | saying, okay, |I'mgoing to pick today to get
around the worst-case scenario analysis issue. Wy don't |
pi ck today the turbine that | believe has the greatest
i mpacts and | amgoing to say to the Commi ssion, that is ny
baby, that's what | am going to use, you guys analyze the
i mpacts fromthat turbine and that ends up bei ng synonynous
wi th the worst-case scenario.

| change nmy mind. | cone in and according to their
best guess the inpacts are going to be less. So you're going
to do your analysis and you're going to say, well, we don't
have to change anythi ng because we determ ned that the
i mpacts are less so either we'll say you're in substanti al
conpliance, go for it, or we'll bring themback to a business
neeting with a reconmendation that it be approved because the
i npacts are |ess.

M5. HOUGH That's precisely why we're trying to
get it right now That's precisely why we're trying to get

the data, so we can determ ne whet her or not there are
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significant differences between turbine inpacts. And it has
to do with not just the emssion rates. |If the applicant
were to come and propose a turbine that had significantly
hi gher inpacts than any other turbines that were avail able
staff would present that information to you in its FSA and
say, we recomend that the Commttee consider requiring a
different turbine because of the |level of inpacts associated
with the one that the applicant has selected. It's the sane
wi th cooling technol ogi es, control technol ogi es, a whol e host
of other issues that the Conmttee considers in its Decision.

MR WOLFINGER Can | --

MR BUELL: If I mght? I'msorry, Rick. One |ast
poi nt regarding the turbines that staff would like to make
and that's regarding our recollection of what Bob Zeller said
at the workshop on April 14th.

(Thereupon, tape 1 was changed
to tape 2.)

It is ny recollection that the district identified
that they had a desire at some point in the process to
actually specify a turbine. And | can't recall off the top
of nmy head whether they said that was for the DOC or Fina
DOC t hat they woul d need that.

MS. HEAD. They said it was upon issuance of a
permt to operate.

MR WOLFINGER: Permt to operate after it's been
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constructed, as a nmatter of fact.

M5. HEAD: Quite a ways -- Oscar, is that correct?
MR HELLRICH That's true

MR WOLFI NGER: Not every applicationis --

MR BUELL: One --

MR WOLFINGER |'m sorry.

MR BUELL: |'msorry, Rick. W're both thinking

too fast today. One other thought regarding the information
that the district has. It is our understanding that the
district has only been supplied with two turbine manufacturer
data and not three different turbines unless the applicant
has provided data that we're not aware of at this point in
time. And we're concerned, again, that the district's

anal ysis may only address the em ssions or consequences from
t hose, conpliance with those two turbines. Therefore, it
woul d not necessarily provide the flexibility that the
applicant desires in any case, regardl ess of what actions the
Commi ssion takes. Wth that | apologize, Rck, it's your

t urn.

MR WOLFI NGER  The point is we're not asking for
you to only qualify two turbines, we're asking you to qualify
alimt. Nor do !l think every application that's cone in
front of the CEC has had every possible turbine manufacturer
that the CEC has | ooked at. For an exanple, in the Sutter

project right off the bat. | nean, if you' re going to make
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that you just say, well, then we want to see Sienmens data and
ABB data because they may have | ower inpacts than GE and
West i nghouse and therefore they are not doing their job
unl ess they do that. | don't think that's ever been required
to be done.

COW SSI ONER LAURIE:  Let me ask. Have they cone
inwth a singular identified turbine as you've indicated has
occurred in basically our history what would you then have
asked themto do?

MR BUELL: [|'mnot sure | understand the question.
Normal |y we get one turbine manufacturer that is identified
and we require themto provide data that woul d substanti ate,
fromthe turbine manufacturer that woul d substantiate --

COW SSI ONER LAURIE:  Let's say they went into a
back room and they said, okay, we're going to use
West i nghouse and here's the data, okay. Then what nore woul d
you require themto do?

MR BUELL: Traditionally we had not, we would not
have anal yzed. Caryn.

M5. HOUGH |'mtrying to recollect so I'm speaking
off the top of ny head. But | recollect that perhaps as part
of the project alternatives part of staff's analysis which we
wer e di stinguishing, we were distinguishing that before
bet ween that and mtigation neasures. Staff has | ooked at

the i ssue of whether or not there were advanced gas turbines
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that were avail able, other kinds of technol ogies to | ower
em ssi ons.

One of the things that has happened as a result of
this case is that we have becone aware that there in fact may
be differences between inpacts associated with different
t urbi nes and those differences may be nore significant than
we had believed in the past. So while | don't believe we
have included in our analysis nultiple turbines when the
applicant hasn't requested so in the past the prelimnary
work we've done in this case indicates that maybe it's
sonmet hi ng we ought to be | ooking at because there nmay be
differences in inpacts.

Now again we have to get to the questions of
feasibility and the Conm ssion has to bal ance how nuch
flexibility it wishes to give the applicant versus the
l'i kel i hood of certain inpacts occurring. W're not at the
poi nt yet where we're saying that we would recommend that the
Commi ssi on specify any specific turbine or any specific group
of turbines. W're just trying to get the data to find out
whet her or not there are significant differences using the
different turbines so that we can put that in our analysis
for you to consider

MR WOLFINGER: | wanted to make one nore point and
that is, instead of a conbined cycle plant if we had a

t hermal steam plant where we had a boiler we would cone in
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and ask for a certain flowrate of the steam a certain
amount of em ssions, and we woul d have basically the universe
of boiler manufacturers to buy from W could buy from
Conmbusti on Engi neering, from Foster-Weeler, fromBMN

| don't -- | don't think it necessarily says that
therefore that gas turbines, if I'"'masking for a flow rate,
an em ssion level, alimt, that | should then be saying,
well, only then two of those boiler manufacturers or two of
t he turbine manufacturers are acceptable. |If in fact | have
alimt on a boiler that gives ne a flowrate and a limt |
shoul d have the ability to buy anybody that neets that |evel.
And it is incunbent on me, nunber one, to prove that at the
tinme that the one | purchased is correct that it neets the
l evel, and that when it goes to operate | neet those
permtted levels. And I'mnot sure | understand the
di stinction.

COW SSI ONER SHARPLESS:  Well, | think the staff is
being very clear, | think you' re being very clear, and
obviously there is a difference.

MR WOLFINGER  That's right.

COW SSI ONER SHARPLESS: That statement has been
probably one of the clearest ones we've had this norning.
Staff, could you cover any additional ?

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: | think you're now down to
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-- Have you covered the one-hour exceedance?

MR BUELL: Not yet. | just wanted to add that we
| ook forward to seeing the analysis that Sara has identified
that she intends to provide. W would like to ask Sara when,
again, we could expect to see that revised inpact assessnent
whi ch she spoke of.

MS. HEAD: Again it has to do with getting the
Siemens data and | ooking at that to conpare it to all the
manuf act urers.

MR WOLFINGER: No, just the one-hour, the one-hour
data. Are we going to do that too?

MS. HEAD: Well yeah, | nean, that's exactly right
because we have identified that it is the difference in
profiles fromthe different turbine manufacturers that we
want to understand how they fit within the envel ope. So as
soon as we have all the turbine data then we will hopefully
qui ckly be able to turn around the revised ozone-limting
nmet hod anal ysi s.

So, | nean, we've done prelimnary runs so we're
fairly set up, it's just a matter of, again, you know, we
don't want to go through this again so we want to be very
sure that we're confortable with the turbine data we have and
our understandi ng of the probable -- You knowif we do have
to apply additional mtigations beyond just the refined

nodel i ng we want to make sure that we, you know, understand
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what our best options are and how that fit in. So we think
soon.

MR BUELL: One other thing is | would acknow edge
that our staff received via e-nmail a revised map data that
you identified.

MS. HEAD: Terrain data

MR BUELL: Terrain data, right. | would recomend
that the applicant docket that information --

MS. HEAD: Ckay.

MR BUELL: -- so that all parties would have
access to it.

MS. HEAD: Just a comment on that. W originally
submitted it with e-mail so | guess we were just thinking
that we could revise it with e-mail, but | have no problem
wi th docketing it officially.

MR BUELL: | believe it was originally submtted
on disk but there was an error in the disk which was
corrected via e-mail .

M5. HEAD. Ckay, okay.

MR BUELL: Regarding the best available control
t echnol ogy, which is our next topic that we have identified
in our report.

COW SSI ONER SHARPLESS:  Ckay.

MR BUELL: This is primarily -- W had entered

this in as a status report to identify the status of various
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agenci es, findings regarding BACT. One additional note that
l'd like to make is to thank M. Mark Abranow tz who provi ded
the summary of the workshop of the 14th. | hope | didn't
m spronounce his nane too badly today but it was appreciated
that he was avail able to provide that information.

One other thing is in ternms of BACT and | ooki ng at
secondary inmpacts. Nornmally we will not |ook at alternative
m tigations when we believe the inpacts fromtechnol ogy have
been addressed adequately. And in this case at this point in
tinme we believe the amonia em ssions fromthe SCR that the
applicant has proposed will be mtigated as denonstrated by
the applicant's nodeling analysis that they provided.

As Caryn indicated earlier though, avoidance is
anot her issue. Is, if we could | ook at the technol ogy such
as the SCONQ, technol ogy that woul d actually avoid the inpact
al toget her or reduce secondary em ssions of PM 10 then that
is an issue that staff thinks it ought to be considering in
its analysis. At this point in tine we look to the
Comm ssi on on what recomrendations they would have on us
| ooki ng at those issues. Moving right along to --

COW SSI ONER SHARPLESS: |ssues or issue?

MR BUELL: | ssue.

COW SSI ONER SHARPLESS: The anmoni a avoi dance
mtigati on nmeasure?

MR BUELL: Right.
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COW SSI ONER SHARPLESS: |If the Conmittee were to
send out an order prior to your PSA saying, look at it. That
is what you're saying, that you'll wait for the Committee to
tell staff what to do on that issue?

MR BUELL: W would |look to you for guidance
al though 1 think we would be unable to provide a response by
our PSA, we certainly could do so by our FSA

COW SSI ONER SHARPLESS: Ckay. | note on your best
avai | abl e control technol ogy section that you end your
section with staff believing that the applicant should
consi der |ower em ssion control |evels as a nmeans for
reducing air em ssion reduction credit liability. So you're
seei ng a bal ance between the | ower your enmission rates are
the I ess em ssion credits you need to go out and get.

MR BUELL: Right. There's always been a bal ance
bet ween the cost of |ower BACT and the cost of offsets. And
certainly in a situation where an applicant is having
difficulty obtaining offsets that is certainly an option that
t hey ought to consider to give thenselves nore | everage in
t he market pl ace.

COW SSI ONER SHARPLESS: Do you think the applicant
is having difficulty getting offsets? They have said they
are awash in potential offsets even though they are not in
t he bank.

MR BUELL: Staff notes that we do not have any
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contracts securing offsets, no option contracts securing
offsets and no letters of intent that would indicate that
parties are willing to negotiate with the applicant for the
sal e of offsets except for perhaps a letter from M tsubish
whi ch nost parties would not agree is a letter of intent. So
ny characterization --

COW SSI ONER SHARPLESS: To what do you say though,
Rick, if these, if the district is considering -- And | don't
know how many applications they have. | know they had the
M t subi shi application, | don't know if they have other
applications, they are considering the South Coast offsets.
But are you just purely basing that statement on what is and
isn't banked in the Mpjave district bank or are you making
that a broader statenment in credits banked anywhere?

MR BUELL: | think it's a broader statenent.
Certainly we are on to the next topic that staff has
addressed, the topic of air quality. | believe that the
applicant is having difficulty in securing offsets from any
source. Perhaps they would like to correct ne if |I'm w ong.

| would note that perhaps -- To better answer your
question, staff thinks it has made itself clear on what
information it is requiring on offsets. | refer to our
Executive Director's letter of Novenber 25th prior to data
adequacy in which we identified the applicant needs to

| dentify the specific sources for which
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it plans to obtain offsets before the district

or staff can begin their analysis of the

of fset proposal. In addition, substantial

i nformati on about those sources, the methods

of offsetting, is required before the district

and staff can conplete their eval uations of

the applicant's proposal. That information

includes a description of the specific

sources, source conponents, |ocation,

quantities of the offsets, methods of em ssion

reductions and em ssion sources test

informati on and em ssion reduction

cal cul ations, letters of intent or other

bi ndi ng agreenents to secure offsets.”
W made that point clear at the business neeting, |'mcorrect
and the record would show, on Decenber 3rd as an information
staff believed that it needed. And at that tinme what we
believed the district needed to conduct their analysis on
this case. On Decenber 17th of |last year we issued a data
request requesting this information, data requests 13 through
18. The applicant to nmy know edge has not objected to
staff's data requests.

The first that we have really understood that the
applicant objected to providing this information or was

unable to provide this information or felt it was a hardship
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for themto provide this information was at the workshop on
April 14th. W feel as though we've lost four nonths in this
process, four or five nonths in this process, and we have yet
to understand exactly what information or why we cannot
obtain this information in a tinmely manner. \Were is your
list?

MS. HOUGH | think the |ast issue we had tal ked
about in our status report had to do with the violation, the
NO, vi ol ati on.

COW SSI ONER LAURIE:  Let me ask a question before
you nove on, Madam Chair, if | may.

COW SSI ONER SHARPLESS:  Conmi ssi oner Lauri e.

COW SSI ONER LAURIE:  |s the data sought consistent
Wi th our history?

M5. HOUGH No, it is not in the sense that we
typically have required it, it is for data adequacy purposes.
So we had asked for it after we had usually asked for it in
t he past.

COW SSI ONER SHARPLESS:  You coul d have answer ed
that, yes, only we haven't received it.

COW SSI ONER LAURI E:  Ckay, well that was the
answer that | sought. So historically in our permtting
processi ng we have sought the sanme data that we are seeking
now.

MR BUELL: Yes.
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COW SSI ONER LAURIE:  Ckay. | can understand where
di scl osure of potential sources might place any applicant at
a negotiating di sadvantage when in fact sources have not as
yet been |l ocked up if anybody is interested in |ooking at
that kind of information. Has this concern ever in the past
proven to be a barrier to achieving success?

MR BUELL: Staff is also aware that offsets, the
need to purchase offsets has often been a stunbling bl ock for
applicants, particularly after the case has started.

There has been a nunber of cases before the Energy
Commi ssion that have run into the very problemthat | think
you have identified and one of which that | can think of is
the Irwindale project |located in South Coast. It was an MSW
or nunicipal solid waste facility that needed to obtain
of fsets and because of the |logistics of trying to obtain
of fsets during the process ran into significant problens,
scheduling problens to obtain those offsets. That case
eventually failed. Another case that | can recall, | was the
proj ect manager on, was the Santa Maria Aggregate Project
whi ch was | ocated in Santa Barbara County. Were the
applicant had reached tentative agreenent with a utility to
supply the offsets for the project and eventually that deal
fell through

COW SSI ONER LAURIE:  Explain to ne what the | aw

requires us to do regarding the status of offsets at the tine
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we make a deci sion.

M5. HOUGH  The | aw requires you, before you can
issue an affirmative decision in a siting case, to have a
certification fromthe air pollution control officer that the
of fsets have been obt ai ned.

COW SSI ONER LAURIE: Ckay. Nowis it your view
that the sources nust be disclosed so you can identify
secondary environmental inpacts? |s that your position?

M5. HOUGH Well, this gets back to the question
that we tal ked about earlier this nmorning. There's basically
three reasons why staff |ooks at this. One is a resource
issue in ternms of being able to nmake that finding and whet her
or not it's worth the public resources that get devoted to a
case if it |looks as though the Conm ssion's ability to make
that finding that is required froman affirmative deci sion
has been | eopardi zed.

A second has to do with secondary inpacts and a
third has to do with the fact that staff |ikes to consider
whet her or not it is feasible within the banking system or
within, if they are obtaining offsets froma non-bank source
such as road paving, is it feasible to structure that in such
a way that the actual em ssion reductions occur upwi nd of the
project inpacts so that there is sone correl ati on between the
reductions that are being provided and the actual inpacts

fromthe project. So those are kind of the three reasons why
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we, why we | ook at |ocation.
COW SSI ONER LAURI E: Madam Chair, | apol ogi ze for
t he redundancy of questioning but this education is very
hel pful .
COW SSI ONER SHARPLESS: No, | amvery appreciative

t hat you are asking these questions.

M5. HOUGH | would also just like to point out
t hat perhaps -- Sara Head has referred to a m sunderstandi ng
about what we thought was going to be provided. In part we

may have contributed to some of that because there are
references in the district rules to requiring real,

per manent, enforceabl e surplus and quantifiable offsets
during this DOC process. And so | think perhaps we had just
assuned that that would be --

COW SSI ONER SHARPLESS: That woul d happen.

M5. HOUGH  That woul d happen.

COW SSI ONER SHARPLESS: Right. And | would al so
poi nt out, Conmi ssioner Laurie, particularly | think this is
good since you are the Presiding Menber on the Siting
Commttee, that we have our own rules that govern these
cases. | think that R ck's reading of the Executive
Oficer's letter at the tinme of the application when we were
consi dering whether or not to deemthis application conplete
references our own rules as to what we consider when we

consi der data adequacy.
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And we have -- | think this is a question where we
have been flexible. Flexible with the applicant and trying
to work with the applicant and trying to work within the
systemand trying to do this sensitive balancing act at the
sane time. W're getting sort of down to the wire. And the
| onger that we lack certain data sets, the longer it takes
for us to get detailed information, the greater difficulty it
puts the Commttee in. And the greater difficulty it puts
the Cormission in the greater difficulty it puts the
interested parties in who have their own individual concerns.

Because we all rely on the analysis of the staff to
make judgenents and determ nations. |f we don't have good
staff analysis on the inpacts of this project we are not
goi ng to have an adequate record on which to make a deci sion
and we nmay come down to a very difficult decision. Having
not adequate information on record we will be left with
ei ther | eaving ourselves open to suit or rejecting the
application. And both of those seemvery untenable to ne, |
don't want to be put in that position.

MR, WOLFI NGER  Conmi ssi oners.

COW SSI ONER LAURI E: Madam Chai r, thank you

One nore question of staff. The legal requisite
for the identification, the legal reference for the rule that
says offsets nust be in hand, is that Warren-Al quist or is

that our own siting regs?
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M5. HOUGH There is a section in our siting
regul ations that requires identification of offset sources
for data adequacy purposes. | don't have the | anguage in
front of me. The requirenent that applies to you is in
25523, Section 25523 of the Public Resources Code.

COW SSI ONER SHARPLESS: Thank you.

COW SSI ONER LAURI E: Thank you very nuch.

MR JOSEPH. Conmm ssioner Laurie, | can give you
the citing in your regulations if you would Iike.

COW SSI ONER LAURI E: Ckay.

MR JOSEPH. It's in Appendix B, section B(8)(J).

MR CARROLL: If | could just interject on behalf
of the applicant on this issue in terns of our perspective.
Qur belief is that we will not have difficulties attaining
t he necessary offsets. W are al so expending substanti al
resources in this process and we woul d not be proceeding if
we thought that that was a possibility at the end of the day,
that we would not be able to obtain those. Based on the
information fromthe applications that have been submitted
the district -- the Myjave District's prelimnary assessnent
that those appear to be valid credits that once passed
t hrough the process will be certified and banked in
quantities nore than sufficient to address what we need.

COW SSI ONER SHARPLESS: Havi ng wor ked so cl osely

with it do you have any indication of when those applications
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actually will wind up in a bank? Do you have a good fix on
t hat ?

MR CARROLL: | don't. | think the district is
probably better capable. Expeditiously is sort of what we
have been told by the district and of course we want it to
happen as soon as everybody el se does. But again, based on
what we know today we don't have concerns that the credits
will be there. W would |like themto be issued and banked
t oday and the sooner the better, just |ike everybody el se
woul d.  But we woul d not be proceeding down this path if we
t hought that that was a concern.

COW SSI ONER SHARPLESS: But you realize that we
probably will run into a gigantic problemif we don't have
those credits identified 45 days before the Final Staff
Assessnent .

MR, CARROLL: Absolutely.

COW SSI ONER SHARPLESS:  You recogni ze that. Ckay,
fine.

MR WOLFINGER Can | make a comment? On the
Decenber 3rd neeting where | asked to be -- to approve data
adequate you were very specific in what you wanted and you
wer e nost concerned about two issues. Number one, that we
woul d not get interbasin trading by March 19th, which was the
120 days after we had submitted our application to Mjave

Desert Air Quality Managenent District which was on Novenber
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the 19th; and two is, that we could not neet the requirenents
of the Mjave Desert Air Quality Minagenent District to have
identified 150 percent of the necessary offsets that people
were willing to sell and in the market to sell. W believe
we have answered both of those questions and in fact the
district has agreed to that.

COW SSI ONER SHARPLESS: No, | think the
specificity in the record is much nore specific than just
identification. And you'd have to go back to the testinony

and | ook directly at that.

MR WOLFINGER: | reviewed it and that's what it --
COW SSI ONER SHARPLESS: wel | .
MR WOLFINGER: | believe that's what it said.

COW SSI ONER SHARPLESS: But did you read the
Executive O ficer's letter? Do you believe your conments
cone --

MR WOLFINGER | don't renmenber.

COW SSI ONER SHARPLESS: Gkay. Well, that was read
into the record and that was the basis on which we were
comenting. That was our understandi ng of what we woul d get
in the 120 day peri od.

MR WOLFINGER We've also identified four sources
t hat were recommended to us by the Myjave Desert Air Quality
Managenent District to buy offsets from W may buy fromall

four of those specific sources.
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COW SSI ONER SHARPLESS: Now | et ne quote you:

"And we feel confortable that we w |

conply with the district's requirenent of

showi ng that there is 150 percent of the

offsets required, that we've got letters of

intent."

MR WOLFINGER Or? Next sentence?

COW SSI ONER SHARPLESS: "O sone sort of thing."

MR WOLFINGER: That's it.

COW SSI ONER SHARPLESS: But your some sort of
thing and what we're requiring, M. Wl finger. You know, we
still -- You have the burden to provide the information that
we need and some sort of thing isn't just a fuzzy indication
that there will be offset credits in a bank when they are not
there right nowand it is already past 120 days. It is
al ready past 120 days.

MR WOLFINGER It is nmodifying the district's
requi rements. On the record it says, the district said in
the April 14th neeting we have net all the requirenents.

That we have identified the sources and they feel confortable

that they can be done. W have net exactly what that

sentence said, exactly the statement | made it says it. It
says, we'll get letters of intent or sone sort of thing to
neet --

COW SSI ONER SHARPLESS: What is the sone sort of
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t hi ng you' ve got, again?

MR WOLFI NGER  Well, what we have is, is we have a
letter fromMtsubishi saying they are willing to enter into
negotiations with us to sell it, we went to Cantor-
Fitzgeral d, one of the prem er people for doing em ssion
offsets. W've identified the sources. W have identified
the sources we're going to buy from The NQ, is areas where
in fact the district had asked us to go to look at it because
t hey know -- they've got applications and they believe
they're valid. Furthernore, we also went and | ooked at roads
where they have identified and saying, this is where you can
go pave roads.

COW SSI ONER SHARPLESS:  Yes.

MR WOLFINGER: W have nmet -- If you | ook at that
sentence it says, we will nmeet the district's regul ations.

COW SSI ONER SHARPLESS: M. Wl finger.

MR WOLFINGER  Well, |I'mjust saying that we don't
believe that we're -- Now |'mnot sure we've nmet yours.

COW SSI ONER SHARPLESS:  You' re using your words
and you're not listening to the words |I'musing. You
basically are arguing --

MR WOLFINGER: No, | agree that I amnot --

COW SSI ONER SHARPLESS: -- with what | think we
need to do to build the record. Do you understand that

that's what you're doi ng?
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MR WOLFI NGER | understand, right.

COW SSI ONER SHARPLESS: Gkay. So since that is
not going to get us to closure on this issue, | don't think
-- And what | would like to -- Since it's five after twelve
would like to at | east get through the air quality section
before, you know, the brain cells totally shut down. 1|'m
going to ask staff, staff, have you conpleted the air quality
section as far as your coments?

MS. HOUGH There was a brief discussion about the
NO, violation. | don't knowif Rick wants to go into that in
any further detail, | think we covered it earlier this
norning. The potential NGO, violation,

MR BUELL: | don't think | have anything
additional to add at this point.

COW SSI ONER SHARPLESS: Ckay, fine.

MR CARROLL: May | just make one comment? And
"Il keep it brief to put closure on this issue in terns of
what you've asked us to do in the way of identifying credits.
We think that we have identified the credits in ternms of
letters of intent of willingness to negotiate with us. W
can seek to formalize that to a greater extent if that is the
desire of the Conmmi ssion. | can assure you that they are al
willing to negotiate with us. They are creating these
credits for the purposes of selling themso they are willing

to negotiate and talk to virtually any buyer.

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

88

Commi ssioner Laurie | think was referencing a point
earlier. | guess | would just ask for your understandi ng
that we are trying to negotiate a business transaction with
them Qur leverage to do that is greatly dimnished to the
extent that they believe that they have been | ocked up as the
source to which we nust go to for credits. So we're treading
a line between trying to provide certainty and information to
you while at the sanme time trying to negotiate a business
transaction with a party that is outside of the process.

COW SSI ONER SHARPLESS: | understand, but at sone
point in time you have to make those deci sions.

MR, CARROLL: W understand that.

COW SSI ONER SHARPLESS: At sone point in tine, and
this is the point in time. The air district needs to have
that information, we need to have that information. At some
point in time you need to have that information and this is
the point intinme. This is |like a noving target, you know.
| don't know if this project is really going to be built in
2001. The way, you know, that |'mhearing the testinony I
don't know, it may be 2002. It's such a |oosely, undefined
project that it is very difficult to deal with from our
process and what the laws require us to do. That is the
nessage |'mgiving you. As sonebody who is going to have to
make a decision on the record | need sonething in the record

on which to nake a deci sion.
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MR CARROLL: And we understand that. | may
di sagree with you that this is the point in time because
we're still waiting for the credits to be certified. To sone
extent the commodity that we are going to buy has not yet
been created. But | understand your point that at sone point
in tinme, the sooner the better. And we share that
perspective. W need to identify those sources and here is
t he purchase and sale agreenent and it's | ocked up and done.

COW SSI ONER SHARPLESS: Yes, | think -- | feel
like we're just going around. Yes, we need to wait for the
air district but, you know, you're negotiating with them
But you've got to wait for the air district, you know, but
you've identified things that haven't even gone through the
bank of the air district. [It's just around and around.

|'mgoing to turn now to CURE and give you an
opportunity to cover. W' ve covered a |lot of area here so if
you could just hit the fine points, please.

MR JOSEPH. W have covered a lot of area and |
recogni ze the current state of everyone's brain cells. And |
agree with a great deal of what staff has said and I'm not
going to repeat anything they said.

First, on the question of the determ nation of
conpliance. |If approximately May 11th is the expected date,
and perhaps we'll hear nore about that, but if May 11th is

t he expected date for the prelimnary determ nation of
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conpliance. Right in the very beginning you went through a
little cal culation of where does that take us. Part of that
cal culation was the time after the 30 day comment period on
the prelimnary determ nation of conpliance and the district
issuing a final DOC. The amount of tine that was tal ked
about in that schedul e was seven to ten days. | think that
is trenendously unrealistic. |If there were no comments on
the prelimnary DOC, you know, seven to ten days m ght be
realistic.

In this case, and this treads a little bit into the
BACT di scussion that we had, the expectation is the district
will be proposing a NQ em ssion rate of 4 parts per mllion.
That em ssion rate is not tenable, it will alnost certainly
be changed. You've got another applicant before the
Conmmi ssion proposing to you 3.5 ppm |'ve got a project which
was recently permtted in Nevada at 3.7 ppm W' ve got a
nunber of other pieces of information, other plants source
tested at substantially |ower nunbers, and all of that is
asi de from what ever SCONQ, can del i ver.

So | think it is totally unrealistic to build into
our schedule only seven to ten days for the district to be
able to respond to the comments on the prelimnary DOC. And
they're going to have to rewite the permt, they're going to
have to rewite the analysis, seven to ten days is not going

to do it.

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w N P

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

91

COW SSI ONER SHARPLESS:  Ckay.

MR JOSEPH. Second, on turbine data. It actually
sounds like things were pretty close by the time we got to
the end of this discussion. It sounds |ike the applicant
agrees that data exists for other turbines, that it hasn't
been provided and that it will be provided at a time not yet
specifi ed.

We heard the staff saying, look -- and they didn't
quite put it in these words -- but | ook, we have to provide
you with sworn testinony. That has to be based on sonet hi ng
we consider reliable. And for us to give you testinony that
we are willing to put in front of you as sworn testinmny we
need docunentation for our environnental review. And the
staff said, if one turbine is substantially worse than
anot her turbine for one aspect of its operations we want to
put before you the choices.

W have heard a | ot about how this is a nerchant
plant, the world is different. One of the things that is
different nowis that there is a substantial possibility that
unl i ke past plants which had a QF contract with the utility
with must-take generation and they just ran flat out unless
t hey needed nmai ntenance. This is a plant which very likely
wi Il go through a number of start-up cycles and so when we
have -- as the market price varies. It is very reasonable to

think it will be cycling up and down and up and down
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followng the market price. It will be on when the price is
hi gh and of f when the price is below their operating costs.

This makes it nmore inportant now in this scenario
to ook at things which staff mght not have | ooked at in the
past, and that specifically is the start-up em ssion data.
And | think staff recognizes that it needs to have that
information. It may be that we have agreement to provide it.

Next, with respect to the offsets. Rick Buell laid
out to you several cases in the past which have failed to get
t hrough the process because they couldn't get their offsets.
And that's why you have your data adequacy regul ati ons which
require that up front.

The Commi ssion was extremely flexible with the
applicant in essentially allowng an extra 120 days to cone
up with that information. The applicant asked for that on
Decenber 3rd and they said, we'll buy the em ssion reduction
credits and we'll present a binding conmtnent. | think
that's what some other thing neans. Sone kind of binding
commtment within 120 days to show that we've got these
offsets. | think they even said they had a neeting the next
day to negoti ate.

But here we are on April 28th and the applicant is
aski ng the Conm ssion to continue processing this
application. They say they are going to buy these em ssion

reduction credits and they are going to present to you a
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bi ndi ng comm tnent before licensing;, they say they are
negotiating. But what have we learned in the last five
nonths? W still have no offsets secured. There perhaps are
offsets out there to buy but none of them have been bought.

W have also learned the air district has a bank
whi ch has precisely zero offsets init. There is going to be
some period of time before there are any offsets in there.

W have also | earned that the only NQ, source that they are
actually talking to created the NQ, offsets by burning tires.

MS. HEAD. That's incorrect, we are talking to all
four.

MR JOSEPH. At the April 14th workshop the
statement was nmade, the one we are talking to is M tsubishi
If that is not correct, okay, so they're talking to nore.

But still the basic fact is unchanged, on Decenber 3rd they
said, in 120 days we'll have offsets secured. Here we are on
April 28th, five nonths have gone by, no offsets have been
secur ed.

But to add to your discussion about, well, this is
partly out of our control because we can't control the
district's process. You know, they've got these
applications, they're sitting there, the district has to
actually put themin the bank, we have every expectation they
will be in the bank. That's no excuse for not having bought

the offsets. They could very easily enter into a contract
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with any one of these sellers that allows them that secures
their right to those offsets when they are put in the bank.
| think, Conm ssioner Sharpless, you're right, this is the
time. and in fact | think we nmay be past the tinme, we're
certainly past the time that the Conm ssion set on Decenber
3rd. If that wasn't it, thisis it.

Lastly, | want to raise one other issue and that is
t he question of the secondary inpacts, which has been tal ked
about several tinmes here. W've got a package. |If it turns
out that Mtsubishi is the seller, assumng a deal is ever
made. But if it turns out that a deal is nmade with
M tsubishi to buy the NQ offsets you have a package that
cones with that. You have a reduction in NQ em ssions and,
at | east arguably, an increase in toxic em ssions.

Now t he applicant said in its status report,
several different ways including on page seven, nade a very
clear statenment and the statenent was repeated again today:
The creation of the offsets are not part of this project.
Suppose that that's true. Well that means this package of --
And the reason they're obviously saying that is because they
don't want any liability for the increase in toxics that goes
along with it. |If that is true that the increase is toxics
is not part of this then the reduction in NQ em ssions is not
part of this either for purposes of CEQA

We heard for the first tinme, this was a bit of
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m scommuni cati on, but we heard for the first time on Apri
14th that Mtsubishi in fact switched and started burning
tires three or four years ago and the NQ, emi ssions were
reduced then, the toxics that resulted fromthat took place
then, and perhaps there is an argunent that the toxic
em ssions are not part of this project because they are part
of the baseline environnental condition, they conditions that
exi st today.

If that is the case then it is also the case that
reduced NQ, em ssions are part of the baseline and don't
mtigate the inpacts fromthis project. |It's a package, you
can't pick and choose. Either reduced NQ, and increased
toxics are part of this project or they are not, and that's
sonmet hing that the Commission is going to have to grapple
Wit h.

MR CARROLL: May | respond to that?

COW SSI ONER SHARPLESS: Just a second. Does that
concl ude your comments?

MR JOSEPH. Yes, yes it does.

COW SSI ONER SHARPLESS: Ckay, you nay.

MR CARROLL: | want to respond to a couple of
things but I'll take the last point first. M. Joseph has
just created a very elegant argunent that is all prem sed on
t he assunption that burning tires results in a toxic inpact.

There has been no evidence submtted that | am aware of that
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that's true. 1In fact, we have submtted a letter fromthe
Air Resources Board which indicates that there is no increase
in risk associated with noving to the burning of tires. So
it is an interesting point. It assunmes facts that are not in
evidence and in fact facts that are contrary to the facts
that are in evidence.

The only other thing that | wanted to respond to in
terns of, it is no excuse that we haven't entered into an
agreenent to purchase the credits, that they haven't been
created yet. |'mskeptical that M. Joseph would be
satisfied that we had entered into an agreenent to purchase
of fsets that hadn't been verified by the district as
legitimate, quantifiable surplus, real offsets. So I
question a little bit about whether that make sense for us to
buy somet hing that hasn't gone through this public process
and had been verified and scrutinized and subject to public
revi ew beforehand. So I'mnot sure that he would be
satisfied if we said we agreed to buy these offsets before
they've really gone through that scrutiny.

COW SSI ONER SHARPLESS: Wel | .

MR JOSEPH. May | respond to those two points
briefly?

COW SSI ONER SHARPLESS:  Yes.

MR JOSEPH. |1'Ill take the lead and start with the

| ast point first. You're right, that would not end the story
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but it would be a lot nore indication that these offsets
woul d be available for this project if there were a contract
that said, when they're in the bank we get to buy themfor X
dollars. That would not be fully satisfactory but it would
certainly be a ot nore than we have today.

Wth respect to evidence about toxic em ssions.
First of all, | did say, arguably increased toxic em ssions.
There is no evidence in this case on anything yet, we haven't
had any evidentiary hearings. | would point out that in our
March 24th status report we cited a nunmber of recent
schol arly publications and reputable journals which do
preci sely provide evidence of increased em ssions of a
variety of toxics.

COW SSI ONER SHARPLESS: Wat was that, the
scientific what?

MR JOSEPH. It would be papers and scientific
j ournal s.

COW SSI ONER SHARPLESS: Ch, scientific journals,
okay.

COW SSI ONER LAURI E:  Question, Madam Chair.

COW SSI ONER SHARPLESS:  Yes, Conmi ssioner Laurie,.

COW SSI ONER LAURI E: A question of the staff
regardi ng offsets. Evidently both Warren- Al qui st and our
regs -- And I'mlooking at the staff report which cites

25523. Wien we nmeke a deci sion we have to have in our hands
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the certification froman appropriate agency that offsets
have been identified or will be obtained. Wen the
appropri ate agenci es nake that certification is it understood
t hat they woul d have gone through an appropriate
environmental analysis in making that certification?

M5. HOUGH |'mnot certain | understand your
question. Are you asking ne whether or not districts do an
envi ronment al anal ysis when they nake a certification that
of fsets have been obtai ned?

COWM SSI ONER LAURI E:  Yes.

M5. HOUGH | don't believe they do, | believe they
typically rely on the Energy Conm ssion's anal ysis.

COW SSI ONER SHARPLESS: If they were | ead agent,
if they were a | ead agency on this project they would have to
by |aw do that but since they are, what do you call it, a
participating party.

M5. HOUGH. A responsi bl e agency.

COW SSI ONER SHARPLESS: A responsi bl e agency then
their input is their piece, right?

M5. HOUGH That's correct.

MR BUELL: In lieu of the Energy Conmi ssion
process the district would normally rely on the local entity
who is | ead agency.

M5. HOUGH In some instances the district is |ead

agency, in many other instances it is typically the county or
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the city, the |l ocal governnent.

MR BUELL: Right.

M5. HOUGH And they would prepare -- And they
woul d prepare an EIR in that case.

COW SSI ONER LAURIE:  kay. Do they have -- Do the
ot her agenci es have our environnmental analysis in their hands
when they certify or do they sinply not nmake, do they not
exam ne?

M5. HOUGH | don't believe that the determ nations
-- and perhaps M. Val kosky can answer this question better
than | can. But | don't recollect the certifications from
air pollution control officers specifically referencing our
envi ronmental anal ysis, although I think I have seen them
reference our process in the Conm ssion's decision.

HEARI NG OFFI CER VALKOSKY: That's correct, the APCO
-- The district determ nations do not reference ours. Qur
envi ronnent al docunent includes the conditions in nost cases
proposed by the air district.

MS. HOUGH W have an MOU with the Air Resources
Board and CAPCOA, | believe, that covers the relationship
bet ween the roles and how the Energy Conm ssion incorporates
findings and determ nations and certifications of the
district inits process. W can provide that to you if you'd
l'i ke a copy of it.

MR CARROLL: Could I have a point of
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clarification. | either m sunderstood the question or
di sagree vehenently with the response. It was a question
related to the certification of credits?

COWM SSI ONER SHARPLESS:  No.

MR CARROLL: Gkay, then | msunderstood it.

COW SSI ONER SHARPLESS: | don't believe so.

MR, CARROLL: kay, then I m sunderstood the
questi on.

HEARI NG OFFI CER VALKOSKY: The incorporation of the
air district conditions.

MR CARROLL: Ckay.

COW SSI ONER SHARPLESS: Actually, we're speaking
as though the district isn't here but the district is very
capabl e of speaking for itself and we are very appreciative
that they have nade the trip up here to Sacranmento to help us
under stand where they are right now and what issues they see
in timng. Having had the benefit of some of the dial ogue
this morning, M. Heidrich (sic), if that --

MR HELLRICH Hellrich.

COW SSI ONER SHARPLESS: Excuse ne?

MR HELLRICH Hellrich.

COW SSI ONER SHARPLESS: Oh, Hellrich. GCkay, |I'm
sorry, Hellrich. Wuld you like to cone up. | know that you
are still in your process but perhaps you could cover a

coupl e of issues for us. And perhaps you will be giving us
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your -- Since you've just inherited this project and have a
stack of papers yet to review you'll give us sone of your
prelimnary understanding of where you're going to go on
this.

As you know the issues that we've been talking
about are the timng of the prelimnary DOC and then the
final DOC. Sone other issues we've tal ked about, and you may
or may not want to react or comment to what you've heard have
to do with the turbine, the configurations that you'll be
considering in your prelimnary DOC, your final DOC and how
you intend to deal with that issue.

Anot her issue has to do with the nodeling and
whet her or not -- | don't know whether you've nodeled it yet.
Whet her or not you in fact have al so done sone nodeling and
find exceedances based on the information. Wat rating,
em ssion rate the district may consi der as BACT and nuch
di al ogue about the ERCs and the applications that the
district currently has and when you m ght think those
applications mght be finally conplete and banked and
avail abl e for negotiation by our friends over here, the
applicants. So start anywhere.

MR HELLRICH  Thank you, Madam Chair.

COW SSI ONER SHARPLESS: Al l of the above, none of
t he above, sone of the above.

MR HELLRICH: Commttee Menbers, Oscar Hellrich
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with the Mojave Desert Air Quality Managenent District here.
Wth respect to timng we are furiously working to issue a
docunent, a prelimnary DOC. | would expect at this point in
tinme that the docunent would reflect the applicant's
application to us. And any issues that have been raised or
di scussed this norning such as lowering the NQ |evels or
changi ng the specific configuration of the turbines
presumably woul d, we woul d have a continuing dial ogue with
your staff and the applicant and nmake any changes in the
interimbetween the prelimnary DOC and the final DCC.

Again, the timng of, the length of those
di scussions and how it will delay the final DOC, again, is
sonmething that | can't predict at this point in tinme. But we
wi || make every effort to keep things noving along, relying
heavily on your staff at this point.

COW SSI ONER SHARPLESS: Before you arrived this
norning we were talking a little bit about the schedul e and
per haps you can kind of react to this. Oiginally we were
| ooking at a prelimnary DOC by April 19th or 20th. The
applicant has said that in talking to the district--and that
may not have been you, that coul d have been sonebody el se--

t hey recogni zed that just because of certain circunstances
you woul d need approxi mately three weeks beyond April 19th or
20t h which would put us like in the June 11th period. And

then there would be a conment period, which is 30 days, which
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woul d put us into the July period. And then based on those

coments --
MR HELLRICH  The July period for a final DOC?
COM SSI ONER SHARPLESS: No. Yes, yes, yes.
MS. HEAD: It was May 11th for the three week
del ay.

COW SSI ONER SHARPLESS: May 11th to June.

MS. HEAD: And then the 30 days was to June 11th.

COW SSI ONER SHARPLESS: Right, right, June 11lth to
July 11th would be the 30 day comment period. And then that
it would cone back to you on July 11th and then you woul d
need X amount of tine before you got to the final DOC. Do
you have any feelings about that schedul e?

MR HELLRICH: Of the top of ny head | really
cannot pinpoint that but it's, it's a reasonable goal to work
off of at this present tine.

COW SSI ONER SHARPLESS:  Ckay.

M5. SHAPI RO Jan, the 30 days goes from May to
June. So it isn't that he would have his final in July, he
woul d have his final in June.

MS. HEAD: No, he'd have his comments back in June.
SHAPI RO  Right, June.

HEAD: And then the final would be the July.

5 o

SHAPIRO Two weeks | ater?
COW SSI ONER SHARPLESS:  July.
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MS. SHAPIRO. That isn't what we said this norning

COW SSI ONER SHARPLESS: Wl |, hold that thought,
hol d that thought.

MS. SHAPIRO  Ckay.

COW SSI ONER SHARPLESS: W are tal ki ng about --

M5. HEAD: | guess it's relevant to point out that
district rules do have a 180 period for deem ng the
application conplete until the target for issuing the final
determ nati on of conpliance and that 180 days | believe is up
sonmetime around July. So what it does by del ayi ng i ssuance
of the prelimnary DOC, it does squeeze themin terns of
their tinme that they can turn around in response to the
coments. Wether or not that is going to be achievable |
guess is in ny mnd the question.

COW SSI ONER SHARPLESS: Gkay, and there's two
ot her dates here that you nmay or may not be aware of that are
important as far as our process so I'll just lay themout so
you can frame that in your owmn mind. W have sonething
called a Prelimnary Staff Assessnent and the Prelimnary
Staff Assessnment is really the staff's first analysis of the
entire project. So when we don't have certain really
critical path issues to put in the Prelimnary Staff
Assessnent it nmeans that when we go into our adjudicatory
heari ngs we are having discussions on an inconplete record.

Stop if I'"'mwong anywhere along here. AmIl right so far?
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MR BUELL: W normally don't have hearings on the
Prelimnary Staff Assessment, staff uses that as a di scussion
basis for workshops prior to the prehearing conference. At
which time we would identify what issues --

COW SSI ONER SHARPLESS: And when is the prehearing
conference, Rick?

MR BUELL: Approximately July 10th.

COW SSI ONER SHARPLESS: Ckay. And that's when we
begin to thresh out sone of the issues and where the
Conmmi ssion m ght be going or at |east where the staff would
recommend that the Comm ssioners go in terns of a final
docunent, is it not? So the nore issues that we have
outstanding that wait until the Final Staff Assessnent the
nore we conpress our tine period in here. And so the nore
that we can work with you and the nore that we can get
information that is a conmon basis for the two of our
anal yses the better. So by looking at sonmething in July are
we tal king -- How many days are we tal ki ng about before the
Final Staff Assessnent, Rick? Because you're talking about
needi ng 45 days before the Final Staff Assessnent. Wat date
woul d that be?

MR BUELL: | would like to nmake a correction about
sonething | said earlier today. Looking at the schedul e that
we had on page 17 as an exanple, table 1.

COW SSI ONER SHARPLESS:  Ckay.
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MR BUELL: We have the prelimnary DOC on May 11th
and I'mshowing a final DOC on July 11th. July 10th, excuse
nme, the same date as the prehearing conference. That inplies
nore than 30 days and a week of review for the district to
i ncorporate any coments it has received so | think staff
m scharacterized the tinme between those.

Wth the prehearing conference and final DOC on
July 11th we have scheduled filing of the FSA or Final Staff
Assessnent on July 24th, two weeks later. That is tight but
we --

COW SSI ONER SHARPLESS: So if you needed 45 days
to do your air quality analysis what woul d be the date that
we woul d be | ooking at?

MR BUELL: Staff does not believe it needs 45 days
for the final DOC, to incorporate the final DOC. W believe
we need 14 days to incorporate the final DOC. The reason
being is that --

COW SSI ONER SHARPLESS: So what is the date, 14

days?
MR BUELL: Fourteen days is July 24th.
COW SSI ONER SHARPLESS: And they would -- If al
the stars lined up in the right order you're |ooking, | nean

at best are we looking at July 11th?
MR. BUELL: For which?
COW SSI ONER SHARPLESS: For our friends from
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Mojave Air Quality District.

MR BUELL: July 10th.

COW SSI ONER SHARPLESS: July 10t h.

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: So is that 14 days if
everyt hing goes right?

MR BUELL: That's 14 days if everything goes
right, the DOC is absolutely clear and the staff has no
probl ems incorporating the findings of the DOCin its
anal ysi s.

COW SSI ONER SHARPLESS: Ckay, just so we all
understand what we're dealing with here. | think that wll
give you sone idea as to where our schedul es are and what
we're working with. We realize that you're working under
tremendous pressure as well. Do you have any coments t hat
you would like to make on the ERCs, the em ssion reduction
credits, on when the applications that are currently before
the district board m ght be banked, considered and banked?

MR HELLRICH W have in-house several
applications and we are conpiling a list of those that we
believe are valid and are available. At this point in tine |
woul d agree that the em ssions are available if they
applicant wishes to contract for them W have openly
di scussed those and reconmrended whom we have emni ssion

applications fromfor ERC credits.
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COW SSI ONER SHARPLESS: So even though they are
not banked you consi der them avail abl e because you think that
they are fairly certain that they are going to be banked.

MR HELLRICH: W have substantial source testing
that verify that all of these NQ em ssion credits, the BOC
credits, are above and beyond what our rules require, yes.

COW SSI ONER SHARPLESS: Ckay. And --

MR HELLRICH That list is being conpiled
nonmentarily and should be out within the next couple of
weeks. The official list that we had avail abl e.

COW SSI ONER SHARPLESS: Does the board need to
take any action on those banked credits?

MR HELLRICH:  No.

COW SSI ONER SHARPLESS: So it's purely an
adm ni strative thing?

MR HELLRICH:  Yes.

COW SSI ONER SHARPLESS: Ckay. On the M tsubish
plant, just to sort of clear up an issue on that. Wen they
have switched their fuel sources from--

MR HELLRICH  Coal.

COW SSI ONER SHARPLESS: Thank you, fromcoal to
tires.

MR, HELLRI CH:  Yes.

COW SSI ONER SHARPLESS: Have you done a perm't

nodi fi cation that has | ooked at the other fuel source and
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perhaps the other air quality em ssions or toxics em ssions
and nodified the permt based on that?

MR HELLRICH To the best of nmy know edge there
had been extensive source testing done for all criteria
pol lutants and a |l ong series of toxic em ssions.

COW SSI ONER SHARPLESS: And that is avail able?
Can staff ook at that record?

MR HELLRICH Yes, it's available. W have those
-- W have that source test data in-house.

COW SSI ONER SHARPLESS: Ckay. |If there were in
fact toxics em ssions beyond what you had when you were
burni ng coal what would the district do about it?

MR HELLRICH To the best of ny know edge there
wer e none.

COW SSI ONER SHARPLESS: Gkay. So you're --

MR HELLRICH There were no increases in any toxic
em ssions by switching to the burning of tires. The conpany
there is also burning biosolids, which is sludge fromwaste
treatment plants. And that also has | owered NOQ, em ssions
t remendously.

MS5. HEAD: | guess |I'd like to nmake one
clarification just to be sure that -- O her anal yses that
|'ve seen do show that there are increases and decreases in
i ndi vi dual conmpounds. So just to lay a little caution that |

don't necessarily think we'd want to nake the statenent that
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no individual conmpound has increased in em ssions due to tire
burning. Wat studies by the California Integrated Waste
Managenent Board have found is that these increases and
decreases bal ance out and that there is no significant
difference in health risk associated with tire burning.

MR HELLRICH  Are you tal king specifically about
the M tsubishi?

M5. HEAD: |1'mnot tal king specifically about the
M tsubishi but I will say that the Mtsubishi plant was
included in the study by the California Integrated Waste
Managenment Board. So | feel that --

COW SSI ONER SHARPLESS:  Ckay.

MS. HEAD: You know, it has been | ooked at.

COW SSI ONER SHARPLESS: Let ne ask staff. Have
you reviewed that information? Do you have that information?

MR BUELL: Staff has reviewed just partially the
information the district has referred to and has identified
that there is an increase in sone toxic pollutants.

MS. HEAD: And that's why | wanted to make that
clarification. And | think that you will find that, that
there are individual increases. But again --

COW SSI ONER SHARPLESS: Not to a level that --

MS. HEAD: That has significantly increased the
health risks associated with that change.

COW SSI ONER SHARPLESS: Ckay. Are there any ot her
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i ssues that you would like to bring to the Commttee's
attention here? Anything you've heard in the |ast couple of
hours that you would like to conment on?

MR HELLRICH M only comment is that, again, at
this point in tinme there will be ongoing dial ogue as to what
the level of NQ emssions that we will set. Possibly even in
the prelimnary DOC unless, you know, there's some strong
reason to just go with the 4 at the nonent and | eave the
ot her questions as to what inprovenents can be nade fromthat
| evel for the final DOC

MS. HOUGH  Commi ssi oner Sharpl ess?

COW SSI ONER SHARPLESS:  Yes.

M5. HOUGH | have one question. | don't have al
of your rules in front of ne. Do either the ARB or the EPA
have the opportunity to review your approval of a banking
application? You said it was a mnisterial act and it
happened and that was it and |I'm questioni ng whet her or not
there is an opportunity for EPA or ARB review of that.

MR CARROLL: If | may, thereis, it's a 30 day
review period by the Air Resources Board and the
Envi ronnmental Protection Agency. | don't have the rule cite
here but | can get it.

M5. HOUGH My hel pful project manager has provided
it tonme, it's in rule 1402.

COW SSI ONER SHARPLESS: And that's the district
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rule, right?

M5. HOUGH Right.

COW SSI ONER SHARPLESS: 1402? kay, thank you
very much, Gscar. 1'd like to --

MR BUELL: Can we ask one additional question of
the district? | apol ogize.

MR HELLRICH  No problem

MR BUELL: Keith had a question about what
turbines the district was examning in their determ nation of
conpliance. And the question is?

MR GOLDEN: Basically, what nodel turbines, Gscar,
were you specifically evaluating in your DOC and how wi ||
that be reflected in permt conditions based upon the turbine
data that you have?

MR HELLRICH The only information we have is the
submittal that was made in January, | believe, that lists
West i nghouse and GE, we have no information beyond that. |f
addi tional information cones in, obviously there will be a
review prior to the final DCC.

MR GOLDEN: So could the district in their permt
process be able to issue a determ nation of conpliance that
coul d enconpass turbines beyond the GE and t he Westi nghouse
to the other nodels available or would it be only specific to
t hose two nodel s?

MR. HELLRICH W would i ssue a DOC on the basis of
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the information we have available. A nodification to the DOC
woul d have to be made if additional information canme in
beyond that point.

MS. HEAD: And again, we did discuss this at the
April 14th. That, again, you would do your analysis based on
an em ssions |evel, not necessarily a specific turbine or
t ur bi ne nodel

MR HELLRICH At this point in tine. Once we got
down to the short strokes and had to issue specific permts
for the facility we woul d have to know a specific of what
nodel you were going to be putting in. W would not issue a
permt unless we knew exactly what you were going to be
putting in. W would nmake the final determ nation as to what
em ssion level would be required at that point in tine that
we woul d find acceptabl e.

MS5. HEAD: And that's the permt to operate?

MR HELLRICH: The permt to --

MS. HEAD: Thank you.

MR HELLRICH Well, authority to construct. Well,
the authority to construct would have the information in it
that we had at this point intime. The permt to operate --
Thi s happens in many, many facilities, large cenent plants
and such, when in fact the applicant could not purchase the
specific equi pnent that they were given an authority to

construct for but the district deened equival ency or sone

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

114
i nprovenment that gave us no reason not to permt in a permt
to operate sonething different than was in the authority to
construct. Those changes are nade.

M5. HOUGH WI I the DOC specify turbine nodel s?

MR HELLRICH: The DOC wi ||l specify that the
anal ysis was done on the basis of these turbine nodels.

M5. HOUGH  The two turbines.

MR, HELLRICH:  Yes.

M5. HOUGH  Thank you.

MR WOLFINGER But it won't specify that those are
the only two we can buy from

MR HELLRICH | would agree with that, yes.

MR WOLFI NGER.  Ckay.

COW SSI ONER SHARPLESS: Ckay, thank you for that
clarification. |1'mgoing to ask, are there any other
individual s here that aren't sitting at the table that want
to discuss the air quality? M. Abranmbwitz, do you want to
come forward? Again, can you hit the high points for us.

MR ABRAMOW TZ: Thank you, I'Ill certainly try to.
Commi ssi oner Shar pl ess, Conmi ssioner Laurie, M. Val kosky, ny
name is Mark Abranowitz, and again as last time, |I'm
presi dent of Community Environmental Services. This time |I'm
al so here representing Goal Line Environmental Technol ogi es,
which is the manufacturer of SCONQ,. They nust have heard

M. Wlfinger's comments last time where he asked if | was
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wor king for themand thought it was a pretty good i dea.
(Laughter). Thank you, | owe you | unch.

COW SSI ONER SHARPLESS: Did you send them a
letter?

MR WOLFINGER Hey, | get a cut.

MR ABRAMOW TZ: Well, for that we'll help you cut
t he cost of your project significantly and reduce your
em ssions and we'll make you quite happy.

This seens to be -- The nmmjor issues around this
are surroundi ng BACT, offsets, exceedance of standards.
W' re concerned about those issues and those issues can in
great part go away with the applicant providing information
whi ch shows an appropriate BACT level. It really all is
around the BACT level. Now you' ve got -- As you've seen you
have facilities, you have other applicants which are
submitting BACT at 3.5 ppm NQ, there are facilities in
operation which are neeting other levels including 2.5 ppm of
NQ, wi t hout SCONQ, using SCR, and you've got EPA saying that
achieved in practice commercially available is SCONQ, at 2.0
ppm

SCONQ, is willing to guarantee and warranty its
control technol ogy based upon 2.0 ppm SCONQ, al so has the
advant age of not requiring any amonia. And we nay agree or
di sagree with staff about the anount of inpact of the anmmonia

and the potential for hazardous spills and the type of
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evacuation plans that may be necessary, but staff is correct
when they tal k about inpact avoi dance and SCONQ, actual ly
allows that sort of inpact avoidance. W think that that's
the direction that you should be going in.

It is inconceivable to us that this project wll
ever be permtted based upon 4.0 ppm Cetting back to the
informati on requirenents that we've all been tal king about.
Let's start doing the anal ysis based upon the | ower |evels
that you may be seeing, that you will be seeing in terns of
any requirenents for this facility.

So any PSA should really be evaluating not only the
4.0 that the applicant is still hanging on to right now but
al so lower |evels going down to 2.0. Based upon your own
requi rements you need to assure that federal requirements,
ot her federal environmental requirenments are being net. And
while the district is doing its own analysis you have the
responsibility to ensure that federal LAER requirenents are
bei ng met, whether or not the district does its job properly
or not, and you should be asking for and requiring that sort
of anal ysis here.

You al so ought to be asking for the type of inpact
avoi dance alternatives analysis, whether as a mtigation
alternative, but perhaps as an all-enconpassing alternative
t hat avoids the use of ammonia. The avoi dance of the use of

amonia with SCONQ, gets rid of a lot of these other problens.
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Wth respect to the possible exceedance of the anbient air
quality standard for NO, here in California, SCONQ, provides
t he added benefit that on start-up it doesn't suffer the sort
of degradation in em ssions that you will get with SCR

| had a nunber of other concerns | wanted to rai se.
I'I'l hold those, really. | just wanted to nmake just one or
two other short points. One is that there is a facility in
Sout h Coast where South Coast had decided they did not want
to listen to EPA' s advice regarding what LAER was. South
Coast went ahead and permitted the source and EPA upon --
after the source was constructed EPA has started issuing
notices of violation to the site. Apparently this facility
is going to have to go back and start just a huge rebuild and
run into nmajor problens, as you indicated that you were
concerned about, Conm ssioner Shar pl ess.

So | would urge you to very carefully at |east
collect the information and start doing the anal yses up
front, direct that these other alternatives be | ooked at, and
as staff recommended, the no ammonia alternative. | think
that this should go in a PSA also. You can't issue one
without all the air quality data but it ought to be part of
the overall strategy.

One other point I want to nmention. You'll see in
t he docket the BACT anal ysis submtted by the applicant and
t hey tal k about cost of SCONQ, and they tal k about other data
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with respect to the SCONQ. And | don't knowif it's
m sl eading to you but you should be aware that Goal Line has
offered on a nunber of occasions to provide quotes for this
particular project to the applicant and each of those
requests has been rebuffed by the applicant. Qur data is
showing that this project will be nore cost effective, wll
reduce NQ, at a | ower cost than SCR, and will have a
t renendous anount of added benefits to everybody. Thank you.

COW SSI ONER SHARPLESS: Thank you, thank you very
much, Mark. Any nore comments by anybody?

M5. HEAD: 1'd just like to make a coupl e of
comments about what M. Abranowitz said. He inplied that al
three of our issues would go away with SCONQ, and that is not
correct because obviously, whether we have to get 500 tons of
offsets or, you know, 400 tons of offsets the main issue is
the availability and the status of those offsets. So we wll
still need to get offsets if we go with SCONQ, so that doesn't
make that issue go away at all

On the second issue of the standard viol ation.
Again, it's debatable about what SCONQ, will or will not do
during start-up. But in terns of staff's needing to see
actual data, there isn't any data on what the actual
em ssions |l evels woul d be during start-up for the size of
turbine available that we're aware of at all. So I think

t hat those are issues and --
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COW SSI ONER SHARPLESS: M. Abranowi tz probably
needs to get you that infornmation.

MR ABRAMOW TZ: Well, the information is out
there, we know that they do have that start-up infornmation
based upon actually operating data. Unlike these new
turbines that we're tal king about SCONQ, is comercially
avail able, the data is there.

MS. HEAD. The data may be available for a very
smal | turbine that we have made several statenments we don't
think is -- is necessarily at all relevant to our size of
t ur bi ne.

MR ABRAMOW TZ: This technol ogy --

COW SSI ONER SHARPLESS: Renenber, Mark.

MR ABRAMOW TZ:  Yes.

COW SSI ONER SHARPLESS: We're not in here trying
to sell this technol ogy.

MR ABRAMOW TZ: Right.

COW SSI ONER SHARPLESS:  You' ve heard what the
applicant has said regarding the technology. |If you have
data that is persuasive to themthen |I recomend that you
provi de that data to them and spare us the sales pitch

MR ABRAMOW TZ: | will.

COW SSI ONER SHARPLESS: | think your points are
very well taken in the context of a technology and that is

how I"'mreceiving it. Not as a sales pitch for the
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t echnol ogy but the issues with which you have delivered your
presentation here this nmorning, this afternoon.

MR, ABRAMOW TZ: Thank you. This is only one of
two technol ogies that will neet |ower levels. Yes, sheis
right, it doesn't get rid of the offset problem it cuts it
inhalf. That's | think a big help. But it also does
another thing, it protects the econom c base of the area and
prevents the air quality frombeing deteriorated and prevents
it fromstopping future grow h. Thanks.

COW SSI ONER SHARPLESS: Thank you, points well
taken. M. Wl finger, do you want to make a Westinghouse
adverti senent now?

MR WOLFI NGER No, no, no. The point that I
wanted to nake is that we tend not to buy conponents, we buy
an entire facility. W buy what is called a turnkey project
where the entire project is built. The turbine, the heat
recovery unit, the em ssion control, the steam turbine,
boil ers, everything. And it is not for me to decide, quite
frankly, whether a conponent in there is good, bad or
indifferent, | need to | ook at the turnkey plant suppliers
because | buy a total plant.

Simlar to you buying an entire car, you expect to
have every piece of it fromGVM GV nmay in fact source the
catalytic converter from Englehart, but they're not going to

put that catalytic converter on there unless they can
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guar antee you the em ssions.

The same thing is true with me. | amgoing to buy
an entire package, whether it's an SCR or SCONQ, or whatever.
| can't buy a package. | can't buy a Chevrolet with a SCONQ,
onit. | can't buy a Westinghouse turnkey package or a
Bechtel. And that's really a fundanental problem okay.
Nobody will sell me that package. Nobody will sell ne that
total car with the waparound guarantee and the warranty.

And that's a fundamental issue. Wthout that | can't buy the
car because the bank won't finance it.

COW SSI ONER SHARPLESS: | think that's a good
point to keep in mnd, certainly one that we need to keep in
mnd. And |I'mso glad you brought up cars because | do have
a GM zero em ssion vehicle. Thank you. M ndful of the tineg,
in case that everybody is extrenely worried about our
ti metabl e today because we have spent so much tine on the air
quality and we have a nunber of really inportant issues yet
to discuss, | think it was inportant to do this |evel of
di scussion with the air quality issue.

| know that staff has said that there's going to be
nore on April 30th, two days fromnow, on water quality. W
wi Il touch on those. W wll talk about the issues but
hopefully not go quite into the depth, speaking of water,
deep water, alligators. Anyway, we won't go quite into the

depth but we will want to cover those. W'Il|l want to | ook at
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the issues and we'll want to consider what it neans in terns
of the tinme schedul e.

Havi ng del i berated up here with my illustrious
col | eague, Conm ssioner Laurie, we would like to be able to
adjourn by four. Hopefully that will work with your
tinmetable as well. Having said that and keeping that in mnd
| would like to do like a half hour break. But | think that
if we do that we mght just be able to make the schedul e by
four o' clock, if that is satisfactory with everybody el se.
Does anybody have a tine problemthat that doesn't consider?
Sout hwest | eaves here frequently. Ckay, thank you very much,
we'll see you back here at 1:30.

(Thereupon, the luncheon recess

was taken off the record.)
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AFTERNOON SESSION

COW SSI ONER SHARPLESS: M. Val kosky has sone
Wrap-up questions to the |last segnent that he will do briefly
and then we'll go on to the transm ssion issue.

HEARI NG OFFI CER VALKOSKY: Yes, | just have a
coupl e of followup questions. M. Joseph, your concerns
over the secondary environnmental inpacts of mtigation
neasures still apply if the applicant obtains its em ssion
credits froma bank?

MR JOSEPH. The key question is whether the
reduction in NQ em ssions and associ ated arguabl e increase in
toxic emssions is mtigation for this project or not. |If
the NQ, emi ssion reductions are mtigation for this project
then the secondary effects of increased toxic em ssions are
part of this project and have to be evaluated. |If on the
ot her hand the decreased NQ, em ssions are not part of this
project, that is they happened a nunber of years ago and they
are part of the existing environnental baseline, then both
t he decreased NQ, em ssions and the arguabl e increased toxic
em ssions are part of the environnental baseline and would
not be part of the Comm ssion's CEQA anal ysis.

HEARI NG OFFI CER VALKOSKY: Right, but | guess you
coul d proceed on that |ine of reasoning and chall enge the
whol e banking systemin general. That's not really what |'m

getting at. As | understand applicant' position, legally
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that if they purchase an approved credit that is in the bank
-- it's not in the bank yet but if they purchase it froma
bank they are just buying a coomodity that is out there. And
ny question to you is, if they do that do you still have the
concerns that you voi ced about the secondary inpacts?

MR JOSEPH. | think the distinction |'mtrying to
draw is the distinction between the applicant's obligations
under the air district's rules, which would be satisfied by
buyi ng sonething froma bank and applying it to the project,
and the Commi ssion's obligations under CEQA.

A nunber of air districts including the South Coast
Air District and the Bay Area Air Quality Managenent District
have | ong held the position that for purposes of CEQA to
mtigate an increase in em ssions you need a contenporaneous
decrease in emssions. That is, what is in a bank, what's
been sitting in a bank for a while, is part of the current
envi ronment and what you need for CEQA purposes separate from
the air district rules is contenporaneous eni ssion
reductions. This has been a consistent position of the air
di stricts which have been the |eaders in banking. Wen they
are | ead agencies, or sonetines responsible agencies for a
project, their position is banking is fine for air district
rul es but for CEQA purposes you need contenporaneous eni ssion
reductions.

HEARI NG OFFI CER VALKOSKY: Ckay, thank you.

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
g N W N P O © 0 N O O » W N B O

125
didn't want to explore it, | just wanted to get an answer.

M5. HEAD: Are we allowed to nake a comment on
t hat ?

HEARI NG OFFI CER VALKOSKY: Certainly, go ahead.

M5. HEAD: | guess ny understanding of M. Joseph's
statement is that there is some differences in South Coast
and what they'Il allow for CEQA. And ny understanding of the
i ssue is not necessarily whether it's contenporaneous or not
but whether it addresses a local inmpact. And ny
understanding is that they require mtigation for things |like
NQ, and COto be mtigation in the local area to account for
changes in emssions in the |ocal area because they are non-
attainment for NQ and CO And so in that case they want to
address the | ocal non-attainnent issue and so for that reason
that that's why sonetinmes they don't always accept banked
offsets as mtigation under CEQA

I n our case Mojave Desert is attainnment for NQ and
CO, they are only non-attai nment for ozone and PM10. In our
case we feel that buying banked offsets is a typical and
wel | -accepted mtigation for ozone inpacts under CEQA. And
we think that, again, that there shouldn't be any difference
in buying offsets fromthe Mjave bank as there is fromthe
South Coast bank. That if you're going to anal yze one of
t hose things as secondary inpacts that you' d have to | ook at

all of the banked offsets in South Coast for the sane kinds

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
a N W N P O © 0 N O O » W N B O

126
of issues and we don't believe that that's an appropriate
analysis. On the other case, PM which is non-attainnent, we
are | ooking at |ocalized inpacts.

MR CARROLL: And | would just add two points.

First of all, there is nothing in CEQA that requires
elimnation of all inpacts. It requires identification of
inmpacts and identification of feasible mtigation nmeasures
but CEQA does not require that all inpacts be elimnated so
that's sort of a starting point.

The other point that | would like to make is that
the CEQA guidelines in Section 15064(1) state specifically
that conpliance with existing air quality standards | eads to
a presunption that the air emssions will not result in a
significant effect. And in this case we are conplying with
the applicable air quality regulations that require you to
acquire offsets for your new em ssions.

HEARI NG OFFI CER VALKOSKY: Ckay, thank you, | think
that's all.

COW SSI ONER LAURIE: Wit a mnute, | have a
question. Here we go with ny education process again. The
statement was, CEQA doesn't require inpact to be mtigated.

MR, CARROLL: Elim nat ed.

COW SSI ONER LAURIE: |I'msorry, you used the word
eliminated as opposed to mitigated?

MR CARROLL: It requires you to mtigate to the
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maxi mum ext ent possi bl e your inpacts but it doesn't say that
a project cannot be approved w thout significant, unmtigated
i npact s.

COW SSI ONER SHARPLESS: Right. And to circle
back. What our process requires is that we neet all federal,
state and | ocal ordinances. So taken within the context of
what CEQA requires and the fact that we are a state
permtting agency for a permt, the one and only exclusive,
that wi thout our certification a project cannot go forward.
W have to follow all federal, state and |ocal ordinances in
addition to what CEQA requires.

So to the extent that air quality rules, depending
on the type of air quality problens they have, whether they
are noderate, serious or severe, that will dictate the |eve
to which we have to mtigate those inpacts.

COW SSI ONER LAURI E: Madam Chair, | was sort of
under the inpression, | don't know where | got this idea
from | was sort of under the inpression that the only way to
approve a project where you do not provide mtigation for
i mpacts is to do overrides.

COW SSI ONER SHARPLESS: If you find a significant
inmpact, if you find a significant environnmental inpact and
you do not mitigate it but you know, you can override
mtigating that significant inpact by naking the overriding

determ nati on
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COMW SSI ONER LAURIE:  Well, that is certainly
consistent with nmy understanding. So if that is consistent
with General Counsel's understanding is there anything about
this project that is going to require overrides and will we
be in a position to provide proposed statenments of override
when we consider the project? And excuse ne, this is a
question to ny staff. No, not ny staff in this case but
staff.

M5. HOUGH | think it's premature to tal k about
whet her or not we would be in a situation of an override.
It's kind of a conplicated question when you're dealing with
federal |aw because of course the Conm ssion doesn't have the
ability to override federal requirenents.

There is a second option as well for the Conm ssion
if it were to find that there is a significant adverse inpact
aside froman override and that is to find that there is
mtigation that is available that is within the jurisdiction
of anot her agency and that other agency can and will inpose
that mtigation. So the override is the one that we
typically refer to but there is a second alternative that is
available as a matter of law as well.

And since we're tal king about |egal issues |
per haps shouldn't do this but | cannot |let an inconplete
citation go past. Wen counsel from Latham and Wt ki ns was

referring to presunptions under the California Environnental
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Quality Act the citation was not conplete. It is true that
t he Energy Conmi ssion does have the discretion to presune
that an em ssion that neets standards, doesn't create a
significant inpact; however, if there is other information
that is available that suggests that there may be significant
i mpact we are required to evaluate it.

COW SSI ONER SHARPLESS:  Ckay.

MR JOSEPH. May | just add one little footnote?

COW SSI ONER SHARPLESS:  Sure.

MR JOSEPH. Conm ssioner Laurie, your statenent,
Conmmi ssi oner Shar pl ess, your statenent of your understandi ng
of the obligation to mtigate was correct with this footnote.
And that is: You do not sinply have a choice of deciding
whether to mitigate or whether to nmake a finding overriding
consi derations, you nust mtigate if there is feasible
mtigation available. And you only have the option of making
a finding of overriding considerations if have al ready found
that there is no feasible mtigation.

COW SSI ONER LAURIE: | understand that, | was just
trying to make sure that ny understanding of M. Carroll's
comments was correct.

COW SSI ONER SHARPLESS: Elimnate versus mitigate.

MR CARROLL: Right. And by the way, |'m not
suggesting that we're going to have remai ni ng adverse inpacts

inair quality that will require an override. | just get a
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little nervous when | hear soneone say, CEQA requires you to
elimnate all inpacts, because that is not accurate. And
that's the point that | wanted to nake.

COW SSI ONER SHARPLESS:  Negat es.

COMW SSI ONER LAURIE:  And |'msure | haven't heard
anybody say that.

MR CARROLL: | thought | had.

COW SSI ONER SHARPLESS: Ckay, now that we have a
cl ear understanding. Yes. Be sensitive though, Stan, that
we' ve got about an hour and a hal f, okay.

HEARI NG OFFI CER VALKOSKY: | will.

COW SSI ONER SHARPLESS:  Ckay.

HEARI NG OFFI CER VALKOSKY: kay. The next

question, and a brief answer, please. M. Wlfinger,
M. Buell indicated that it takes approximately two to three
years between the order and delivery time on a turbine. You
i ndi cated you want the project on line in 2001. Wen do you
intend to order the turbine?

MR WOLFINGER: Well, the way manufacturers
manuf acture turbines is that they have slots in their
schedul e. Dependi ng upon whet her they have orders for al
those slots you can get a turbine in six nonths or you can
get one in a year and a half. Mst of the delivery times are
somewhere in the neighborhood of a year to 18 nonths. You

can get themearlier or you can get them|ater.
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The deci sion of when to order the turbines will be
based basically on whether the market conditions after
receive a permt are such that | decide to go ahead with the
project and build it in the commodity marketplace. Qur
intent is in fact to, after | receive this permt is probably
about six nmonths later in the mddle of "99 to probably go to
financial closing and order the equipnent at that point in
time. That is our intent at this point in tine.

HEARI NG OFFI CER VALKOSKY: kay, but that woul d be
dependant upon your eval uation of when the project should go
on-line ultimately.

MR WOLFI NGER  That's correct.

HEARI NG OFFI CER VALKOSKY: kay, thank you.

Ms. Head, | thought | heard closure on the itenms specified in
the staff papers on page five, the five itens regarding the
turbine data. Did | understand that the applicant was going
to provide this information to the staff?

M5. HEAD: Yes, with the two caveats that, again,
we'll provide the turbine data that we're | ooking at now with
sonewhat of the understanding that if we had ot her nopdels
that we're not precluded fromlooking at that later. And the
second is that we have already provided, at |east for the
West i nghouse and GE, the steady-state and we will endeavor to
explain that to staff or clear up any confusion.

(Thereupon, tape 2 was changed
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to tape 3.)

HEARI NG OFFI CER VALKOSKY: (kay. Do you have any
date by when you anticipate conpleting this?

M5. HEAD. The problemis is that we haven't
recei ved one of the manufacturer's data yet.

HEARI NG OFFI CER VALKOSKY: kay. So --

M5. HEAD. The Sienens data. So that's why we're
bei ng somewhat uncertain. But it is our -- You know, we've
been pushing really hard for that data and it is our
expectation to have it soon so we wuld hope to have it in
early May.

HEARI NG OFFI CER VALKOSKY: Ckay. And is that early
May sonetine, the 10th or earlier, | suppose? O by My
10t h, another way to look at it.

MR WOLFINGER: |'d have to say we took sone
liberty with Siemens. W said that their turbine wouldn't be
considered if they didn't supply us the data and that seened
to have got themworking on it. That is not our position but
we did use that.

HEARI NG OFFI CER VALKOSKY: And | realize this is
tentative but could we say by May 10t h?

MR WOLFI NGER  Yes.

HEARI NG OFFI CER VALKOSKY: |Is that realistic?

Ckay, last question. M. Carroll, you indicated -- Wen

Comm ssi oner Sharpl ess said earlier that she believes nowis
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the time for producing letters of intent or other nethods of
specifying the em ssion reduction credits you indicated that
you're working on it. Do you have any idea when that process
may be conpl eted and when we coul d see sone specification on
t he ERCs?

MR CARROLL: Let nme clarify the question and then
| will probably defer to the business folks to answer it.
Are you asking when you will see sonme witten evidence of
their willingness to negotiate with us or sonme witten
evi dence of the acquisition of the credits?

HEARI NG OFFI CER VALKOSKY: kay, let's --

COW SSI ONER SHARPLESS:  Acqui si tion.

HEARI NG OFFI CER VALKOSKY:  Acqui siti on.

MR WOLFINGER. | would say that would be in the
third quarter of this year, the actual acquisition

COW SSI ONER SHARPLESS: So that's after the fina
staff assessnent ?

M5. HOUGH | believe it's after the hearings.

HEARI NG OFFI CER VALKOSKY: How about the --

COW SSI ONER SHARPLESS: After the hearings? That
doesn't kind of conport with the Warren-Al qui st requirenents,
| don't think.

MR WOLFINGER: M understanding is you have to
have t hem before you make a determ nation

HEARI NG OFFI CER VALKOSKY: Let's back it up. How
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about letters of intent? The staff did indicate in their
paper that letters of intent would suffice for purposes of
the PSA; isn't that correct, M. Hough?

M5. HOUGH Right, both with respect to the data
adequacy information that we filed in Novenber just before
t he Decenber hearing and in the initial data request. Again,
we were in part |looking at the district rules which talk
about pernmanent, enforceable real-serve-plus and quantifiable
of fsets being provided during the DOC process. And those
terns to me and to other people who are famliar with the
federal Cean Air Act nmean actual offsets. Now it turns out
that the district isn't in fact going to be requiring that so
that presents us -- W were in part relying on that section
of the district's rules thinking that we woul d get that at
sone point prior to our FSA

COW SSI ONER SHARPLESS: But the federal governnent
inreviewng the prelimnary DOC m ght say that that's a
requi rement of the district.

MS. HOUGH They may or they may not. It's witten
into the district rules the district -- | don't know if
M. Hellrichis still here.

COW SSI ONER SHARPLESS: No, | think he's gone.

MS. HOUGH | had a discussion with district
counsel at the last workshop and they said that they don't

require the offsets to be obtained or they won't require them
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to be obtained during this part of the process. So --

COW SSI ONER SHARPLESS: But that wasn't really ny
point. M point was that once you have a prelimnary DOC and
it goes out to comment to the US EPA, under US EPA
requi rements mght it be possible that US EPA m ght require
before they go to final DOC to have those credits in hand?

M5. HOUGH \What the district counsel said to nme
was that EPA has at times in the past and has not at tines in
the past. And | don't know what their criteria are for --

COW SSI ONER SHARPLESS:  Ckay.

MS. HOUGH  For that decision. But | would defer
to Rick in terms of the specification about what |evel of
certainty we need for the FSA. | just know that we were
t hi nki ng that at some point during the DOC process we were
going to actually get offsets.

MR BUELL: Right. To answer Stan's question nore
directly, he was correct when he said that staff thought that
we could deal with letters of intent for the purposes of our
Final Staff Assessnment and contractual, nore firm contractual
agreenments that secure, that actually secure the offset prior
to the decision. That's been the case in other cases before
the Commission, | believe that was the case in Crockett where
we did not actually obtain letters, excuse nme, option
contracts until shortly before the decision.

Regar di ng Conmmi ssi oner Sharpl ess' s question about
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EPA action. Certainly it is within their discretion to
coment on the DOC. They may make a comment that they woul d
like to see evidence that these are real and quantifiable and
per manent em ssion reductions prior to the district issuing
its final determ nation of conpliance. That's their
di scretion on what comments they nake on the DOC at this
point in tinme.

HEARI NG OFFI CER VALKOSKY: Ckay. Assumi ng that, at
| east at present letters of intent or other firmindications
woul d suffice for as far as we've gotten. The question stil
stands and we | ook forward to getting those.

MR WOLFINGER | think | nentioned the third
quarter.

HEARI NG OFFI CER VALKOSKY: That was the acquisition
of the specific offsets as | understood it.

MR WOLFINGER  \What is a letter of intent? 1Is it
a willingness of a person to sell themor is it the fact that
we have basically entered into the business structure of the
price terns? Option agreenent, prices and those. It depends
upon what --

COW SSI ONER SHARPLESS: It's a termof art that is
bei ng used by the staff, | would like the staff to answer
t hat questi on.

M5. HOUGH Typically a letter of intent--1'msure

we could bring down sanples of themfrom past cases--is a
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letter that indicates that a particular seller has a certain
amount of offsets available and that they're willing to
consider negotiating wth this particular buyer for their
purchase. There's usually terns that are used and | can't
recite themoff the top of nmy head that are used to indicate
the seriousness of the intent to enter into the negotiations.

So again, we can provide sanples of what |etters of
intent are. They typically are nore than indications of
intent to the world at |arge that sonebody has of fsets that
they mght be willing to consider selling at sonme point.

COW SSIONER LAURIE: | think it's clearly, we wll
recogni ze a letter of intent when we see one. (Laughter).
The terns and conditions are generally substantial and
generally specific. The parties identify, however, an intent
not to be bound by the letter.

MS. HOUGH That's correct.

COW SSI ONER LAURI E: Wi ch neans that there is no
| egal commitnment. But by reading the |etter one understands
the nature and intentions of the parties.

HEARI NG OFFI CER VALKOSKY: Ckay, thus qualified.

MR WOLFINGER:  Under that level | would say that
t hey probably are pretty close to the sanme tine.

COMW SSI ONER LAURIE:  If we're using the words
letter of intent, that's what a letter of intent is. |If

we' re tal king about sonmething less then it is not a letter of
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intent and we have to use sone other term So that's
certainly my understanding of the letter of intent.

HEARI NG OFFI CER VALKOSKY: So, M. Wl finger,
you're saying as far as you're concerned we couldn't even get
aletter of intent until the third quarter?

MR WOLFINGER  Well, if the letter of intent is a
serious wllingness of sonebody |ike Mtsubishi to negotiate
to sell themand in fact they have made us an offer with
terms and conditions and prices, okay. As so has So-Cal Gas
for an exanple has given us terns and conditions and prices
to sell. W have not accepted those, okay.

But that says a willingness of somebody willing to
sell themat a price and we know what it is. |If that is
enough information to know that in fact there are people
willing and that there's a price there, that's one issue.
The other issue is that we have agreed on what that price is
and under what terns we would buy. Although it is not
bi nding, then that's another level. I'mstill stymed to
understand at what |evel the people know. | nean --

COW SSI ONER SHARPLESS: Well, this gets back --

MR WOLFINGER Say that GM | think it's GMw th
the Van Nuys plant. Cantor-Fitzgerald is the agent for
selling those and they are negotiating with me right now to
sell those VOCs to ne.

COW SSI ONER SHARPLESS: This gets back to the
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| evel of information that the staff requires. So | would
again ask staff what |level of information do you need in
order to do your anal ysis?

M5. HOUGHE We would like to see a letter simlar
t o what Conmi ssioner Laurie described for the potenti al
of fset sources that are being identified by the applicant.

W don't have such a letter for any of the offset sources.

MR CARROLL: Let nme make a suggestion. Wat |'m
hearing is sonething not extrenely specific, it's basically a
wi | lingness to negotiate in good faith between the two
parties. Perhaps if staff could provide us a sanple of a
letter that they think is satisfactory that would be very
hel pful . Because we seemto be having a problem here on
exactly what we nean by a letter of intent. Mybe if we just
saw what the staff wanted it may be that that's sonething we
can do fairly quickly.

HEARI NG OFFI CER VALKOSKY: That could be a very
constructive suggestion. WII staff do that?

MR JOSEPH. | have to disagree with the idea that
this is just an agreenment to negotiate, | think a letter of
intent is sonmething nore than that. W need to know j ust
what the offsets are going to be here. What is it we're
supposed to anal yze? Wat offsets are we supposed to
anal yze? We don't have any idea and it sounds |ike we're not

going to have any idea until the third quarter
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M5. HOUGH | think it would be hel pful -- I'm
happy to provide letters of intent that have been filed in
past Commi ssion cases but | think that M. Joseph's point is
a good one. Wat we're looking for is sonme degree of
certainty about what offsets are going to be provided in
order to support the three parts of the staff anal ysis that
|'ve referenced several tines earlier this nmorning. Wthout
sone indication of where the potential offset sources are
going to be, what the nmethod of control is going to be, what
t he amount, we can't do those things.

MS5. HEAD: And | guess |1'd beg to differ a little
bit. | mean, just looking at the South Coast bank. W' ve
provided a |ist of maybe ten options. And | guess |'mstil
having a hard time seeing materially, you know, what the
difference if we take a South Coast bank of fset from GV
versus another source is in terns of answering these

questions. So | think that that's, you know, what --

COW SSI ONER SHARPLESS: Well, it has to do with
location. | knowthat in two other siting cases that | was
invol ved in when we -- In those cases we knew what the

em ssion reduction credits were.

MS. HEAD: Ckay.

COW SSI ONER SHARPLESS: Not having this problem
Apparently people didn't feel |ike they were jeopardi zing
their project by being forthright, having negotiated and
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havi ng obtained them But there was an issue about | ocation.
Wiere these offsets occurred and how it mtigated the inpacts
where the actual air quality effects would occur with the
project. That is the issue about identifying em ssion
reduction credits. | don't understand why that is difficult
to understand. | understand the negotiation issue but at
some point you have to start maki ng negotiations on -- making
deci sions on this project, otherwise I don't know how you'd
get your financing.

MR WOLFINGER Well we don't even know what the
BACT is. | mean, everybody tells me ny BACT is going to be
-- If | bought enmission levels at 4 ppmfor NQ and | pay $4
mllion for it, all of a sudden to find that my BACT is going
to be reduced, | certainly would have wasted a | ot of noney,
woul dn't 1.

HEARI NG OFFI CER VALKOSKY:  Yes, but didn't you --

MR, JOSEPH. As he said, he could sell them

HEARI NG OFFI CER VALKOSKY: But didn't you al so say
that you can't determ ne BACT until after the FDOC is --

M5. HEAD: No.

HEARI NG OFFI CER VALKOSKY: No? | thought that was
in your --

COW SSI ONER SHARPLESS: No, They are going to --
They are going to allow this deliberation to go on through

the air district. They are going to see what happens through
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the process and they are going to rely on that process, being
very much active in that process. The district is going to

make this determ nation. Then everybody el se has a shot at

the prelimnary DOC. And it may be | ower dependi ng on where
it comes out. It's a whole package.

"Il go back to M. Wlfinger, it's a whole
package. Your BACT and your em ssion credits are a whole
package and the district should in fact make that part of
their PDOC, definitely part of their final DOC. And | can't
figure out how that they can issue a certification. You
know, | haven't gotten down to the nitty-gritty of their
rules but | can't figure out how they can do a final DOC
wi t hout making that kind of determ nation.

| can't figure out how they nodel the effects of
the project wthout knowi ng where the |ocation of the ERCs
are and whether you're going to need a 1.3 to 1 ratio if
there is a distance involved or whether, you know, whether
they're mtigating i npacts closer to the project area.
Wthout that information, you know, what are we going on
here? W don't know the level of mtigation. W could
mtigate down to various severe limts but | don't know what
we're actually gaining by doing that because it doesn't
necessarily mean that it's going to neet all of the
mtigation requirements of that project area.

MR CARROLL: If | could respond to that question.
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Wien a district is permtting a project they do not do any
analysis as to where the em ssion reduction credits cone
from As long as they are within that district or
legitimately transferred fromanother district the |ocation
of where those credits came fromin a standard permtting
process that just happens at the district level is
irrelevant. Now | understand what you were saying is that
you go beyond that and you want to know where those credits
are comng fromand that's fine.

MS. HEAD: And again, we're mitigating a regiona
i ssue, a regional issue being ozone inpacts.

MR CARROLL: That's right, they're regional.

MS. HEAD: And again, location is pretty irrelevant
interms of --

COW SSI ONER SHARPLESS: Yes, but you're not
telling ne that district rules don't have a distance ratio in
them even for ozone. Upw nd/downw nd ratio. |If you buy
em ssion reduction credits in a downw nd area when your
em ssions are comng fromthe upwind area you' re not going to
tell me that the district is going to do alto 1 credit for
that ERC, they do do a distance ratio.

M5. HEAD: They do a ratio which is consistent with
the requirenents of the Cean Ar Act.

COW SSI ONER SHARPLESS: Ri ght.

M5. HEAD: In this case because Mjave Desert is a
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severe non-attai nment they' ve adopted the offset ratio of 1.3
tol1inthe Clean Air Act. Wthin that nunber, within Mjave
District they do not have a separate distance ratio. | know
other districts do, Mjave Desert does not have a separate
di stance ratio. They've just adopted the required ratio by
the Clean Air Act to show a net air quality benefit. They've
done an analysis that they feel that that ratio is nore than
sufficient to -- just to prove a net air quality benefit even
if offsets are obtained from South Coast.

COW SSI ONER SHARPLESS: Ckay. Well, | don't think
we're here to try to resolve this air quality issue. This is
a status conference, but | think it points out the fact that
the air quality issue is going to be a difficult one to dea
with. Qur real concern here today is information. Wat we
need, what we need to do an analysis for and how long it's
going to take. Not to try to figure out whether or not, you
know, you've got the right m x of things going.

So again, even though we keep getting into these
debates | want to bring us back to the fact that this is a
Comm ttee conference and we're really here -- But what's
before the Conmttee today is to nmake a determ nati on of
where this project is and whether we're on schedul e and what
we need to do about it. Okay?

MR JOSEPH. Comm ssioner Sharpless, | think we can

boil it down really to a very sinple proposition. For
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pur poses of CEQA you'd issue a docunent that conplies with
CEQA. You'd have to specify what eni ssions are going up
where and what em ssions are going down where. And you can't
have a document which accurately describes what is going on
W t hout those two pieces of information.

M5. HEAD. | beg to disagree.

MR CARROLL: | disagree.

COW SSI ONER SHARPLESS: Al right.

MR CARROLL: Just so | understand what the steps
are. Are we in agreenent that the staff will provide us a
sanple of a letter that they would find acceptabl e?

MR BUELL: Staff is willing to dig through our
archives and find what m ght represent a letter of intent.
think I'd agree with what Caryn said earlier, it's basically
what Conmi ssioner Laurie had identified. It's a statenent by
a party that they are willing to negotiate to sell a
speci fied amount of em ssion reductions that are obtained
t hrough sonme nethod and that describes that nethod of
em ssion reduction and it specifies that they are willing to
negoti ate over what period of time. And it also could
include information on what price is being negotiated. Staff
is not interested in that cost information, in fact we would
think it would be to the applicant's detrinent to actually
provide that information to the staff. They could if that's

what they desire.
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HEARI NG OFFI CER VALKOSKY: How qui ckly can you
provide this to applicant?

MR BUELL: How about by Friday?

COW SSI ONER SHARPLESS: Wl |, how about by
Thursday? You've got an April 30th, isn't that Thursday?

MR BUELL: Yes. That' s why | suggested Friday,
because |'d be out of the office on Thursday.

M5. HOUGH  Again, what we're |looking for is
sonething that gives us a firmindication of where the of fset
sources are likely to be and what the nethod of control is.
You know, if they wanted to do it with sonme other nethod than
aletter of intent that's -- but we don't have that.

COW SSI ONER SHARPLESS: You don't have a nane for

HEARI NG OFFI CER VALKOSKY: Ckay. Limting it to
those two factors, identification and nmethod of control.

MS. HOUGH No, | think we also tal ked about a
serious, indication in the letter of a serious willingness to
negotiate with this particular applicant for a certain anmount
that is sufficient to cover the offset liability of the
proj ect .

HEARI NG OFFI CER VALKOSKY: | think that's inherent
init.

M5. HOUGH That's nore than the two.

HEARI NG OFFI CER VALKOSKY: |'mstill |ooking for an
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answer to the original question. Wuen could the Commttee
and the parties expect to see this |evel of informtion?

MR WOLFINGER Let ne sinply defer and I'll have
to get back to you, Stan. | just -- | want to think about --

HEARI NG OFFI CER VALKOSKY:  Ckay.

MR WOLFINGER |'ve got proposals for all of it
but that's not really the intent. So | have proposals, but
they may not be the ones |'m going to buy.

HEARI NG OFFI CER VALKOSKY: kay, how about --

MR WOLFINGER | nean, that doesn't nake any
sense. | nean, what you want is some -- You want sone not
only general intent, not legally binding, but you al so want
me to buy fromthose people. | nean, and that's -- | nean, |
have firm proposals with prices and --

HEARI NG OFFI CER VALKOSKY:  You may be readi ng
things into there, M. Wlfinger. You know, the problem
think that certainly the Conmttee is having is that
everybody wants to try to keep on track. This is a nmjor
roadbl ock, frankly, to keeping on any sort of scheduling
track. Staff, can you provide a letter to himtonorrow? How
much of an effort is it to get it to hin? W' ve discussed
this enough today. And then | would like, M. Wlfinger, if
you got the letter tonorrow could you respond by Friday?

MR WOLFINGER | think the real key is | need to

sit dowmn with sonme of the people I"'mtalking to and find out
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how fast they're willing to cone to a business decision. |
nean, that's really -- It really is not ny -- | have a
wi | lingness to negotiate. For exanple, Mtsubishi. They
were down for a nonth or two nonths trying to get their kiln
up and they sinply didn't want to talk to us. | nmean, we
| ost six weeks or seven weeks. They just didn't want to talk
tous. | nmean, to an extent, Stan, | wuld like to do it
but, I mean, | need to go back and circle back to find out if
| can get a tinetable fromthe participants that |'mtalking
to to when they would be -- when they think they could al so
come to a business deci sion.

HEARI NG OFFI CER VALKOSKY: So when do you think you
can conpl ete that process?

MR WOLFINGER  Well, | think | can -- Sonetine
next week | can have conpleted the process through what |
think are the four or five nost likely sources we're going to
talk to and give you a firmdate as to when the business --

HEARI NG OFFI CER VALKOSKY:  Ckay.

MR WOLFINGER. -- the other person, the other side
of this transaction is willing to not just make me offers but
sit down and start negotiating.

HEARI NG OFFI CER VALKOSKY: Al right. So sonetine
next week being the 6th or 7th, which | guess would be a
Wednesday or a Thursday.

MR WOLFINGER  Ri ght.
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M5. HOUGH Can we clarify exactly what's going to
be provi ded next week.

MR WOLFINGER A date. When |I'mgoing to have
them | need to talk to the people so then --

HEARI NG OFFI CER VALKOSKY: Ri ght.

MR WOLFI NGER  You know, if they're willing to
negoti at e.

COW SSI ONER SHARPLESS: The answer of when he
m ght be able to have them

HEARI NG OFFI CER VALKOSKY: Right.

COW SSI ONER SHARPLESS: |t hi nk.

HEARI NG OFFI CER VALKOSKY: Yes, that's right.

MR BUELL: To answer Stan's question earlier about
can staff do something by tonorrow. M only concern about
provi ding an actual letter of intent is trying to find one
that is not confidential.

HEARI NG OFFI CER VALKOSKY: Yes, | don't know how
much of an effort that is.

MR BUELL: So we will either provide --

COW SSI ONER SHARPLESS: He is not |ooking for the
letter of intent, he is looking for the formof the letter of
i ntent.

HEARI NG OFFI CER VALKOSKY: R ght.

MR BUELL: We will provide the form

COW SSI ONER SHARPLESS: So you can take the guts
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out .

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: He just wants to know what
t he bl anks are.

MR BUELL: Yes, we can do that by tonorrow

COW SSI ONER SHARPLESS: And a description of those
bl anks.

HEARI NG OFFI CER VALKOSKY: (kay, you do that
t onor r ow.

MR, BUELL: Yes.

HEARI NG OFFI CER VALKOSKY: By tonorrow. And then
Rick, by the 7th, which | believe is next Thursday.

MR WOLFINGER  Ri ght.

HEARI NG OFFI CER VALKOSKY: We'll hear back from you
as to when you can actually specifically identify those,
okay?

MR WOLFINGER  Ri ght.

HEARI NG OFFI CER VALKOSKY:  Thank you.

TRANSMISSION

COW SSI ONER SHARPLESS: Ckay, now to the easy
i ssue of transmi ssion. The applicant has a very brief
statement here on the transm ssion system engi neering study.
M. Thonpson, are you covering this?

MR THOWPSON. If | can find it, yes.

COW SSI ONER SHARPLESS: 1t's on page eight.
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MR WOLFINGER: No, that's it.

COW SSI ONER SHARPLESS: You just want to give us
the status of where you are.

MR THOWPSON: And in fact, | think this is the
status. |1've been informed that we don't have any
informati on that has occurred since the filing of our report.

COW SSI ONER SHARPLESS: Ckay. Staff, do you want
to?

MR BUELL: 1'mgoing to nake it short and sweet.
W understand that the interconnect study will be del ayed.
W believe that the ISOw Il not delay its review of the
i nterconnect study nore than a week beyond May 15th. In our
staff status report we also included responses to coments
raised by CURE in their second status report pursuant to the
Committee's Order.

The only thing that | would like to add is that
there is one significant typo on page number two. As we at
t he Commi ssion sonetines say, this is a Buellism because
Buel | apparently occasionally forgets to put suffixes and
prefixes on words. So |I'mreferring to page two the third
par agraph where it says: "It is likely that the |ocation of
the Hi gh Desert Project will cause the need for downstream
facilities." That should read unlikely not likely.

COW SSI ONER SHARPLESS: On page two of what

docunent ?
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M5. HOUGH  The appendix to the status report. |If
you | ook at --

COW SSI ONER SHARPLESS: Ckay, the amendnment, yes.

M5. HOUGH  Attachment A

MR BUELL: Lastly, staff would like to say that
the transmssion line is a conplicated area. That we woul d
do well to wait until we have actually seen the interconnect
study and we coul d better address the concerns that have been
raised by CURE in a workshop forum W would suggest that we
do that once we received probably both the interconnect study
and the SO s comments on the interconnect study since that
woul d be after May 15th. That woul d seem|ike an appropriate
time frane for that workshop. Qher than that | have nothing
else to add on the transmssion line at this tine.

COW SSI ONER SHARPLESS:  Ckay.

MR JOSEPH. W concur with the staff's suggestion.

COW SSI ONER SHARPLESS: Ckay. That was a
wor kshop?

MR JOSEPH: Yes.

COW SSI ONER SHARPLESS: When i s the workshop
agai n?

MR BUELL: It would be after May 15th or after the
| SO has conpleted its review

HEARI NG OFFI CER VALKOSKY: Woul d that be after My
15th or after May 22nd?
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MR BUELL: May 22nd.

HEARI NG OFFI CER VALKOSKY: May 22nd, okay.

COW SSI ONER SHARPLESS: May 22nd.

HEARI NG OFFI CER VALKOSKY: And that's a relatively
firmdate for the 1SO conpleting their review, My 22nd is?

MR 1SO That's correct.

HEARI NG OFFI CER VALKOSKY: Gkay. Could you
identify yourself, please.

MR KELLER Yes, Ron Keller with the California
SO, I'mrepresenting Steve Mavis and Robert Sparks.

HEARI NG OFFI CER VALKOSKY: Thank you. So you have
no problens holding to the May 22nd date?

MR, KELLER  No.

HEARI NG OFFI CER VALKOSKY: Ckay, thank you.

COW SSI ONER SHARPLESS: How about M. Schoonyan?
Wuld you like to cone forward and grace us with your
knowl edge.

MR SCHOONYAN:. Real quickly. Gary Schoonyan,
Sout hern California Edi son Conpany. Basically, we would
conmply with the schedul e as indicated, basically May 6, 7 or
8, thereabouts. There has been a slight delay in getting
sonme of the information but not enough so to push anything
beyond the end of that first week in May. \Which pretty nuch
conplies with the schedule and | think would facilitate the

| SO providing its report no |later than May 22nd.
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COW SSI ONER SHARPLESS:  And how nmany
configurations are you anal yzi ng?

MR SCHOONYAN: Well, primarily |ooking at the
wor st - case configuration but running sensitivities on the
extremnes.

COW SSI ONER SHARPLESS: Worst-case and running
sensitivities on the extrenmes?

MR, SCHOONYAN: Basically | think the --

COW SSI ONER SHARPLESS: Isn't that the sanme thing?
| s an extreme worse than a worst-case?

MR SCHOONYAN: Well, pardon ne. W' re |ooking at
832 --

COW SSI ONER SHARPLESS:  You nust be tal king
transm ssi on | anguage here.

MR SCHOONYAN:. No. In sinple terns, 832 negawatts
is what is being | ooked at but there will be sensitivities
t hat | ook throughout the range of the project sizes that have
been identifi ed.

COW SSI ONER SHARPLESS:  Ckay.

MR SCHOONYAN: \Wich gets down to | believe 678.

COW SSI ONER SHARPLESS: Ckay. And are you al so

| ooking at the 115 kilowatt systemreliability? | don't nean
kilowatt, I'msorry. Voltage, the kV systemreliability
i ssue.

MR SCHOONYAN: | believe we are. | would have to
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get back to you on responding to that. Basically the study
agreenment, we're |ooking at the 230 kV system And | would
assune that the 115 is integrated within that system and
that's being | ooked at locally. But unfortunately I'm not

the one that is actually running the study, per se.

COW SSI ONER SHARPLESS: Ckay. You are getting the

coments on this fromall of the parties aren't you?

MR, SCHOONYAN: Yes, we are.

COW SSI ONER SHARPLESS: So that you're aware of
what issues are bubbling up and around.

MR, SCHOONYAN: Correct.

COW SSI ONER SHARPLESS: Ckay, fine. Thank you.
Are there any other coments anybody wants to make on the
transm ssion? Yes, M. Val kosky.

HEARI NG OFFI CER VALKOSKY: M. Buell, in previous
cases staff has performed an environnmental analysis in the
transm ssi on engi neering area because of the associ ated
| osses, the | osses which nay be associated with the Iine or
project. Do you intend to do a simlar type of analysis in
t his?

MR BUELL: Al MCuen who is our staff person on
this 1'mgoing to ask to speak on that topic.

MR MCUEN. Al MCuen, CEC staff, Transm ssion

Pl anning. Staff has evaluated the |osses for the outlet line

configurations and we will have that in our PSA. W do not
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believe that a system|oss analysis simlar to what has been
done before would be appropriate for Hi gh Desert. Basically
what we wanted to do is look at it with Hi gh Desert on-line
and with it off-line. And as |'ve indicated here, one of the
reasons for that is that the Cal-1SO has a very rigorous
met hod of accounting for |osses, which we believe sends the
proper CEQA or energy conservation signal.

HEARI NG OFFI CER VALKOSKY: kay, thank you,

M. MCuen.

COW SSI ONER SHARPLESS: Could | just -- | just
need to follow up on one point on the transm ssion.

M. Buell, M. Buell, how do the studies on the transm ssion
i ssue affect our schedul e?

MR BUELL: At this point staff doesn't believe it
shoul d affect our schedule given the other Iimting factors.
This delay of a week or nmore is not likely to cause any
significant consequences. The PSA we had originally
envi sioned to be nore extensive, including a prelimnary
summary of the interconnect study. That is not going to
happen. Consequently as a result of this delay we will
include an analysis in the FSA

COW SSI ONER SHARPLESS: And what is the workshop
supposed to cover? So the transmission issue is not going to
be covered in the PSA?

MR, BUELL: The workshop woul d cover topics that
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have been raised by various parties, staff, the 1SO CURE
| ssues about the system design, assunptions in the study,
whet her or not we've addressed all the appropriate mtigation
nmeasures that m ght be analyzed. The second part of that
question I'mnot sure | recall exactly. You said sonething
about the PSA being |ate.

COW SSI ONER SHARPLESS: It won't be in the PSA?

MR BUELL: It will not be in the PSA

COW SSI ONER SHARPLESS: Ckay. Any comment al ong
t hose |ines, anybody?

WATER

Ckay, let's nove along to Water then. Now again |
recogni ze, M. Buell, that you said that there is an Apri
3rd staff workshop. |Is that what you're calling it?

MR BUELL: April 30th, yes.

COW SSI ONER SHARPLESS: | neant April 30th, I'm
sorry, the 30th. And it is going to cover the water study
t hat was done by the applicant?

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: Ckay, why don't we ask the
applicant to briefly discuss. W don't want to really do
what you're going to do on April 30th but give us a sense of
things, if you could.

MR WOLFINGER: Basically the study was to

determ ne the inpact of groundwater w thdrawal fromthe High
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Desert area when water was not avail able fromthe aqueduct
that was serving it. And the analysis was done -- The worst-
case anal ysis was done, if we couldn't get aqueduct water for
three full years. And we projected where wells would be
drilled in the H gh Desert area and then what the effect
woul d be on surrounding wells. It turns out the inpact is
relatively small, in the neighborhood of three to eight feet
it would draw down for three consecutive years. The other
t hi ng we asked Bookman - -

COW SSI ONER SHARPLESS: That's assum ng what,
M. Wl finger?

MR WOLFINGER There is no -- That there's no --
W don't have any --

COW SSI ONER SHARPLESS: State water, there is no
state water project?

MR WOLFINGER  There is no state water for three
years that we can get.

COW SSI ONER SHARPLESS: And you woul d draw down on
t he groundwat er ?

MR WOLFINGER On the aquifer, right, the
groundwater. W then asked Bookman Ednundson to take a | ook
at what is the likelihood that that would ever occur and it
turns out that the water usage that the MM is using right
now, that's the Myjave Water Agency, that woul d never happen.

|t has never happened since 1922. |If they doubled their
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demand it m ght happen two years, not consecutive years, in
that whole tine. So actually it turns out | think our
anal ysis was probably very, very conservative and had we done
sone ot her work we probably wouldn't have done it quite so
conservatively.

It appears that probably what will happen is that
the nost |ogical and that history has said is that we wll
draw groundwater for one nonth a year when the aqueduct is
down for repair and we'll probably draw out sonewhere in the
nei ghbor hood of 300 to 400 acre/feet of water in an area that
draws 100,000 acre/feet of water right now one nonth out of
the year and that water will be replenished through
percol ati on when the aqueduct cones up. We may put it in
earlier but 1'"'mnot so sure that makes any sense now if we're
not --

COW SSI ONER SHARPLESS: You're not going to --
Oiginally | renenber that --

MR WOLFI NGER W were going to think about
putting a lot of water in the ground but now it |ooks as
t hough there is --

COW SSI ONER SHARPLESS:  Yes, you were talking
about --

MR WOLFINGER In this additional analysis it
doesn't | ook as though -- The |ikelihood of that ever

happening is so low that |I'mnot sure.
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COW SSI ONER SHARPLESS:  Ckay.

MR WOLFI NGER:  You know, nmaybe we can put in two
nont hs or sonething but -- W were surprised, we were
pl easantly surprised.

COW SSI ONER SHARPLESS: Now you have a detail ed
study, | understand.

MR WOLFI NGER  Yes, we have a --

COW SSI ONER SHARPLESS: It came in on April 20th?

MR WOLFI NGER  Right, right.

COW SSI ONER SHARPLESS: Ckay. Because | saw sone
of the work that your consultants provided. It didn't cone
down on how you were actually, which approaches you were
actually going to use and so there was an issue about what
t he approach finally would be. Wat you thought you were
going to do. So now that's what the workshop is going to be
about .

MR WOLFINGER Right, and we'll talk about those
sensitivities and explain all that.

COW SSI ONER SHARPLESS:  Ckay.

MR WOLFI NGER  And have the other, hopefully the
ot her water agencies will be there to talk about it.

COW SSI ONER SHARPLESS: Ckay. Staff, do you have
anyt hing you want to add?

MR BUELL: Just that we have only begun our review

of the water plan. W received it on April 20th. | think,
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as you have found, Conmi ssioner Sharpless, we also find it
i nconpl ete on exactly what the applicant is proposing at this
point in time. W note that the applicant has identified an
alternative source of water fromout of the city of Adelanto
and we're not sure as to whether additional wells would be
required fromthe city of Adel anto and what the environmnent al
inmplications of those wells would be or where they would be
| ocated or what analysis needs to be provided on those.

There is also a new storage tank that is identified
in the water plan that identifies a short-term backup supply
of water for the project. It is not clear where that tank
woul d be | ocated, what the environnmental consequences are or
who would own it, etcetera, etcetera. The last thing is
this: R ck Wlfinger just nentioned that at one point in
time they had tal ked about groundwater recharging as a
mtigation neasure for this project. The plan does not
address that; staff was unclear as to whether that is still
part of the proposal.

And lastly, we do have a workshop schedul ed for
Thursday of this week and we woul d hope that we woul d address
many of these issues. This does require additional analysis
by staff, we've begun an analysis. It will not be included
in our PSA in any great depth. W wll attenpt to do that in
our FSA.

COW SSI ONER SHARPLESS: Al ong those |ines, again

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
a N W N P O © 0 N O O » W N B O

162
this is -- How nmuch time do you need to have all the details
that you need to do an analysis of? How nuch time before the
FSA is scheduled to cone out?

MR BUELL: W believe we need 45 days prior to
issuing our FSA to have all the information. |In this case
because we've just received the water plan we're not, |'m not
sure we can identify every piece of information that we need
t oday for you

COW SSI ONER SHARPLESS: Today, but you could on
April 30th?

MR BUELL: Hopefully after that we'll have a nmuch
better picture of what information is needed. Joe O Hagan
wants to speak.

MR O HAGAN: Just to nake the point. The proposa
as | understand it is possibly groundwater obtained fromthe
city of Adelanto but also it would be nost |ikely obtained
fromVictor Valley Water District. And the proposal is that
the seven wells that the applicant would construct woul d be
integrated into the Victor Valley Water District's system or
if newwells are required for Adelanto, into their system

So | think it's very inportant to reflect in the
staff analysis the concerns of the districts, or the city of
Adel anto in that case, to take on this requirenent. Victor
Val ey Water District has attended sone of our earlier

wor kshops and t hey have expressed concern about providing
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groundwater to the project. Those may be worked out but |
think the details are inportant to reflect in at |east the
Final Staff Assessnent.

COW SSI ONER SHARPLESS: Do those districts have to
i ssue permts?

MR O HAGAN. Yes, they would have to approve to
provi de wat er.

COW SSI ONER SHARPLESS: And what is the timng of
their issuing permts?

MR O HAGAN: |'mnot sure. There has not been an
application to either Adelanto, Victor Valley or the Mjave
Water Agency. Victor Valley has just gotten the water plan
provi ded and they' |l start eval uations.

COW SSI ONER SHARPLESS: Do we need the permits
before we do the Final Staff Assessnent?

MR O HAGAN. Cenerally we have not required a
final permt prior to the FSA but we would want a will-serve
letter, if you will, that they can provide the water and what
woul d be required to provide the service.

COW SSI ONER SHARPLESS: Ckay. Because we want to
put those conditions in and we want to make it part of the
anal ysis to show any mtigation, right?

MR O HAGAN: That is correct.

COW SSI ONER SHARPLESS: So are we counting on

those districts to come up with whatever mtigation
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conditions mght be required?

MR O HAGAN: Well, | certainly would hold out the
option that | may as part of ny CEQA eval uation recommend
conditions that they don't. But yes, | would certainly want
to see their requirements. M. Wl finger nentioned that
maybe doi ng sonme groundwater recharge woul d not be necessary,
Victor Valley has expressed concern.

Cenerally you find in the Mojave River area that
residential/agriculture using groundwater, about half of that
water is recharged to the aquifer. The proposed project
woul d be 100 percent consunption. So if you're using, you
know, 360 acre/feet per agriculture at |east, you know, 180
i s going back to the groundwater where here it is conpletely
gone. So there's some things |like that where Victor Valley
i s concerned about how nuch is recharged.

COW SSI ONER SHARPLESS: Wi ch woul d be part of the
di scussion on the 30th, right?

MR O HAGAN: Absol utely.

MR WOLFI NGER  The point was is we were planning
on potentially buying 4,000 or 8,000 acre/feet of water one

or two years prior or while we were in construction to |like

have a bank of water. |'mnot sure that nakes any sense at
this point intime. W wuld certainly -- | think
nmentioned -- W would certainly, any water we use we're going

to have to replenish. Wether we replenish 400 acre/feet a
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year before or we do it after the fact we are going to
repl enish all the water.

Qur concern was at one point in time we thought
that we would end up buying literally thousands and thousands
of acre/feet to kind of like build up the supply so instead
of drawing it down and then filling it up we'd do it at --
|'mnot sure that makes a | ot of sense at this point in tine
based on what the expected usage is going to be.

COW SSI ONER SHARPLESS: So you' re recogni zi ng
also, M. Wlfinger, that the report that you submtted to
the parties and to this agency that has been docketed as your
wat er proposal still has sone informational gaps in it? Does
it?

MR WOLFINGER  Well, that's -- Yes, | found out in
the | ast nine m nutes.

COW SSI ONER SHARPLESS: (Gkay, there's sone --

MR WOLFI NGER  You know, | nean, that's the
purpose and that's the purpose of trying to work sone of
these things out and to try to have the neetings.

COW SSI ONER SHARPLESS: Ckay, okay. One | ast
question then on the informati on needed for the Final Staff
Assessnent. The 45 days again. Tell me when, what day, the
date that woul d be required to neet the current Final FSA
deadline. What is your calendar date for that?

MR BUELL: Well, it would depend upon which of the
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two schedul es staff would reconmmend here. |If you were to --
Let's see.

HEARI NG OFFI CER VALKOSKY: The current schedul e,
Ri ck.

COW SSI ONER SHARPLESS: Just based on the current
schedul e. Make it easy.

MR BUELL: |'mtrying to figure this out.

M5. HOUGH  June 1st? Forty-five days before July
15th. Isn't that right? 1s that correct? Forty-five days
before July 15th is June 1st.

MR BUELL: | think that's wong, | think it's My
15t h.

COW SSI ONER SHARPLESS: May 15t h?

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: Forty-five days before the
FSA?

MR BUELL: If we're trying to publish the FSA on
the traditional schedule that's June 15th. Back up 45 days
is May 1st. No.

HEARI NG OFFI CER VALKOSKY: No, Rick, Rick.

MR BUELL: July 15th, excuse ne.

HEARI NG OFFI CER VALKOSKY:  Yes, okay. June 1st,
yes.

MR BUELL: Ckay. June 1st, sorry.

M5. HOUGH So we'd need to have all of the
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information by June 1st.

HEARI NG OFFI CER VALKOSKY:  And how | ong after
Thur sday' s workshop will you | et applicant know which
informati on you believe you need? WII| you do that at the
wor kshop or will it be done within a day or two?

M5. HOUGH Well, | think given the fact that -- It
is ny understanding that we don't even have a -- Since the
proposal is presented in the alternative, maybe Victor
Val | ey, maybe the city of Adelanto, there is not even wells
identified for the city of Adelanto. It nmay well depend on
which option they pick. It may also depend on what the
agenci es thensel ves cone in and ask for information about. |
don't know how soon Joe was planning to have sone -- | know
you were planning to have sone discussion at the workshop.
don't know if you have a date after which that you could
provide a conplete list of information.

MR O HAGAN: Once again it depends on what the
firmproposal is. |If it is gong to be the city of Adelanto
there is going to be quite a laundry list of information
requirements; if it's Victor Valley then not very nuch.

HEARI NG OFFI CER VALKOSKY: Gkay. M. Wl finger,
when are you going to come up with a firm proposal then?

MR WOLFI NGER Let ne just say that --

HEARI NG OFFI CER VALKOSKY: O is this sonething

you're going to discuss at the workshop?
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MR WOLFI NGER: We're now at 13 minutes into this
conversation. | mean, | think the purpose of the April 30th
is to nmake sure that the -- that our understandi ng of our
pl ant and what the CEC staff's understanding of what our plan
is, and what other plan to do, we neld out and figure out
what we have and what we don't have. |'mnot sure where the
gaps are. | mean, you're hearing things but unless we have
-- | mean, that's the purpose of the workshop is to spend a
few hours and to work these things out.

COW SSI ONER SHARPLESS:  Ckay.

MR WOLFINGER |'m not real cognizant of the
i ssues and so | --

COW SSI ONER SHARPLESS: But | think what we're
going to be interested is how much information will you need
after you have this discussion and whether you will be able
to nmeet the June 1st date.

MR WOLFINGER | think it will depend upon what
conmes out of the April 30th neeting.

COW SSI ONER SHARPLESS: Yes, right. But as you
have the April 30th neeting maybe you can keep that in m nd.

M5. HOUGH W need a proposal .

COW SSI ONER SHARPLESS: Right, okay. Well, they
say they have given you a proposal and they are trying to
find out whether or not you have data gaps.

MR O HAGAN: Well, the applicant has identified
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that the Victor Valley Econom c Devel opnment Agency will
actually apply for the water, both the groundwater and the
surface water, through the Mjave Water Agency. The
groundwat er either through the city of Adelanto or the Victor
Vall ey Water District. Discussions with the staff for VVEDA
John Roberts who is the public works director for
Victorville, is that he feels that the city of Adelanto is a
potential source of water, groundwater for the project and
that it would in fact require a new well field for Adelanto
to provide that water

COW SSI ONER SHARPLESS: So is it John Roberts that
is witing this plan?

MR O HAGAN: Well no, | believe the applicant
wote the plan but they have explained to us that it is VWEDA
that is actually applying for the water.

COW SSI ONER SHARPLESS: 1s VWEDA witing the plan
for --

MR WOLFINGER  There's a difference in what the --
| think one of the -- And this is what the 30th neeting is
all about, okay. | think there is a msunderstanding. |Is

the water for the power project and the water for the entire

airport area. | think they're going to -- It's two different
issues. | think they are going to go to Adelanto to get
water for the entire air base. | don't think they're | ooking

at necessarily getting water for the power project.
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MR O HAGAN: No, | was very clear about the
di fference.

MR WOLFINGER And so -- | think that's where we
need to work out sonething. |'mnot sure we're getting any
wat er from Adel anto but | think the base is getting it. But
that's not our water. So that's --

MR O HAGAN: Well once again |I'd say the plan --

MR WOLFINGER: That's the purpose --

MR O HAGAN: The pl an di scusses Adel anto providing
water and that's specifically for the power plant.

COW SSI ONER SHARPLESS:  Ckay.

MR JOSEPH. If | could get a word in edgew se
here. W too are in the process of evaluating the substance
of this proposal and don't have anything to say on that,
we'll participate in the workshop on Thursday. But the very
| ast paragraph on the last page | think is a process issue
which affects --

COW SSI ONER SHARPLESS: The | ast paragraph on the
| ast page of what?

MR JOSEPH. O the water plan.

COW SSI ONER SHARPLESS: Ckay, the water plan.

MR JOSEPH. O the docunment identified as
Eval uation of Alternative Water Supplies For The Hi gh Desert
Power Project dated April 1998.

COW SSI ONER SHARPLESS:  Ckay.
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MR JOSEPH. The very |ast paragraph, which is in
t he Reconmendati ons section, is the process paragraph which
is nmost inportant. And that says that the applicant should
convey the findings of the study to the Victor Valley Water
District and begin negotiations with respect to devel opnent
of a final HDPP water systeminprovenent plan and possible
integration of the needed systeminprovenents with the Victor
Val ey Water District water system Also, HDPP needs to
ascertain all Victor Valley Water District requirenments and
conditions for water service. These requirenents are nost
l'i kel y subject to negotiation.

So | think what this is saying is there is sonme
negotiation that has to go on before the questions that staff
has identified can be answered. So | want to be sure that we
don't overlook the fact that there is an interimstep. W
can't just junmp right to the answers, there's negotiations.
Because the water district has an inportant role in this and
t hey have not yet been heard.

COW SSI ONER SHARPLESS: Well, okay. | don't know
why, you know, it's taken this long | guess to get to the
poi nt of hearing fromthe water districts on the plan but it
puts us in a situation where I'm | ooking at a June 1st date
and | don't hear the information yet today. And | appreciate
M. Wl finger saying, you know, that's what April 30th is

about but | think the Commttee is going to need to get sone
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feedback fairly closely after April 30th on this issue so we
can al so consider that as we look at the time franes.

So | guess | would be suggesting sone type of
process. Maybe M. Val kosky can help ne out here. Sone type
of process that will allow the Conmttee to get information
on the water plan issue so that we can look at this in the
context of the schedule as we're considering where we m ght
be going with it. Do you have any suggestions, Stan?

HEARI NG OFFI CER VALKOSKY: Of the top of ny head,
Conmi ssi oner, there are two things that could certainly
happen. One, we could have -- W could just have witten
reports comng back in the nature of a status report. W can
set a date for that covering the things we discussed today.
That is certainly one option.

Anot her option, and just to kind of build on M.
Thonpson' s suggestion earlier this norning, we may want to in
the very near future schedul e anot her status conference, and
| woul d suggest within a couple of weeks, so that the
Committee could be apprised of what is happening in basically
a lot of the same topic areas we've covered today. So really
what it's comng down to is would you prefer a witten report
and then nmake up your mnd as to whether you need a
conference or would you --

COW SSI ONER SHARPLESS: | woul d prefer --

HEARI NG OFFI CER VALKOSKY: -- just proceed to a
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conf erence?

COW SSI ONER SHARPLESS: Well, I'mreally focused
on this issue in the context of what we do in ternms of
response to M. Thonpson about a conmttee workshop or
whatever. 1'd like to have as soon as possible the
information on the water issue because that's what they're
going to be doing on April 30th. Then we can look at that in
t he context of the other issue and deci de how best to
proceed.

HEARI NG OFFI CER VALKOSKY: kay, if that is the
i medi ate need then |I'd suggest we just set a report-back
date a week or so after April 30th, it could be essentially
May 7th, instructing the parties specify any progress that
had been nade at the workshop as well as identifying to the
extent possible on the part of staff and certainly CURE any
steps they believe need to be taken in the way of information
bei ng provi ded.

COW SSI ONER SHARPLESS: |1'mreally focusing on the
wat er issue at this point.

HEARI NG OFFI CER VALKOSKY:  (kay, yes.

COW SSI ONER SHARPLESS: Because there are other
i ssues as wel .

HEARI NG OFFI CER VALKOSKY: And | would Iimt it
just to the water.

COW SSI ONER SHARPLESS: Comm ssioner Laurie, | am
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not sure when you came back in so I'mnot sure how nuch of
this you heard but do you have a feeling, a suggestion? This
is on the water issue.

COW SSI ONER LAURI E: No, | understand,
understand the issue. | also understand that source of water
is acritical elenment in the project description. As | was
sayi ng, Madam Chair

COW SSI ONER SHARPLESS: |'m sorry, Conm ssioner
Lauri e.

COW SSI ONER LAURIE: It just seens to ne that
water source is a critical elenent. Wuere the water cones
fromw ||l have environnental inplications. W can't study
the inpacts until we know the source, the source of the water
has to be identified. That line is really pretty clear to ne
and that -- It's not the kind of deal where | feel I'mfree
to say, we've got to give these guys flexibility. To me it's
the kind of deal where the | aw mandates us to exam ne the
inmpact. In order to do that we've got to know the source and
so they have to go work out their water deal. | don't know
what alternatives we have.

COW SSI ONER SHARPLESS: M. Wl finger, what --

MR WOLFI NGER  The source of the water is whether
-- It's all the sane aquifer. we had one thing where we
punched seven well in. The effect on the aquifer is the

same. \Wether Adelanto does it or we do it it's all in the
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sanme local area. | nmean, this is a matter of a well a mle
away or where it is. | mean, the effect is very localized
and we've tried to identify what the |localized effect is. |
don't think it's --

COW SSI ONER SHARPLESS: | think the part,

M. Wlfinger, if | may kind of cut to the chase is that
you're going to have to do sone negotiations, | guess, with
the fol ks down there and we don't have the details of those
negotiations yet. | understand what you' re saying. So what
we need and what we can't deal with today is what cones out
of the April 30th neeting and to what degree the detail cones
out and we know what actually is going to happen in the water
ar ea.

What | would like to see before we get too nuch
further dowmn the line is exactly where we stand after Apri
30th so that the Commttee has a better idea. | appreciate
entirely what you're saying. | just amtrying to get a
better idea of where we are after you all have that
conversation and whether or not you're going to need to do
sone nore negotiations. If in fact you are, how rmuch nore
time that mght take and where we m ght see those tine
schedul es taki ng us beyond, say, the June 1st deadline if in
fact it does go beyond the June 1st deadli ne.

So that's really what I'mtrying to get at so | can

assess what issues we have remaining that we really need to
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focus on if in fact we have a workshop such as you're
suggesti ng.

MR THOWPSON: Let nme reiterate nmy suggestion, it
seens to ne to be an opportune tine. | nade nention early
today that | would suggest that the staff go ahead with the
PSA in sections so that they would feel confortable going
ahead with, that's May 15. One way to look at this is to
drop back a day. If My 14 is a convenient date to have
anot her session we can do that. At the end of that session
suspect that we will have a ot nore information on the air
and water areas, what | consider to be the two nost inportant
areas here going forward.

So that at the time the PSA comes out then we can,
or you can construct the schedule fromthat point on. W can
do an interimreport on May 7 if you' d like but we wll
certainly take the information that we gather on Thursday and
work with it. M suspicionis that if we had a simlar
session on May 14 it could be very producti ve.

COW SSI ONER SHARPLESS: Well, May 14th I'mnot in
state so that's problematic.

MR THOWPSON: That's better than lying in state.
(Laughter).

COW SSI ONER SHARPLESS: Lying in state, right.
This project may do that to me, though.

So I"'mstill trying to assess what we would do in
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t hat workshop and how it fits in to facilitating this
process, that's really what I'mtrying to assess. |If in fact
a lot cones out on Thursday on the water plan, people are al
on the sane track, they all understand what people are saying
and the negotiations |ook Ilike they're going to be snooth and
you're not going to run into any problens and staff can get
the information they need to punp it into the analysis then,
you know, that's the best of all outcones.

| f, however, we hit some bunps in the road on the
30th that this Committee needs to knowthen I'd like to
factor that in too if in fact we had a workshop. Wat our
expectations for the workshop would be and how that fits into
the schedule and howit fits in the PSA and the FSA and al
of it. It's clear to me that we can't go any further on
wat er today. W' re about as far into the water as we can
get.

MR WOLFINGER 1'd like to make a point. | think
one of our problenms isis |I'dlike totry to set us up on
sonme sort of a two week circle around and keep tal king and
tal king. Because what | find is that we have sonme of these
neetings, we go away, we think we all know what we want and
then we don't know what we want. And so | think -- W're at
a pretty critical stage of this thing, of this process. And
| think it would be very productive, even if it's only an

hour or two, to keep on circling on a two week --
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COW SSI ONER SHARPLESS: Ch, you dream  You dream
M. Wl finger. (Laughter).

MR WOLFINGER. | don't, and it's a whol e day, but
| would like to really see a process that we end up circling
around these issues every two weeks to nmake sure that we know
what we want. Because | think that part of our problem has
been is that we kind of go away with some i deas of what's
needed and then it isn't what's needed. | think we can il
afford | apses of tine.

As an applicant I'"'mw lling and desirous of sone
sort of a two week cycle where we just over the next six
weeks or so we have three neetings just to make sure. And if
it turns out we don't need one we'll cancel it but I'mreally
-- | think we need to really get together and communi cate and
make sure that we aren't |ooking, you know, that we really
have the right things we're tal king about.

COW SSI ONER SHARPLESS: Ckay. Okay. | appreciate
what you're saying. Even with that concept out there I think
it would still be a good idea to get feedback to the
Committee --

MR, WOLFI NGER  Absol utely.

COW SSI ONER SHARPLESS: -- on what happens on
April 30th.

MR JOSEPH. Could I make a suggestion al ong those

i nes?
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COW SSI ONER SHARPLESS:  Yes.

MR JOSEPH. | woul d propose that the staff report
to you on May 7th, one week after the workshop.

COW SSI ONER SHARPLESS: Ri ght.

MR JOSEPH. It is ny experience that staff reports
are pretty thorough and pretty accurate. | would just give
the other parties an opportunity on May 11th, the follow ng
Monday, to respond to a staff report if they find anything in
the staff report that they think is not an accurate
reflection of the state of the world.

COW SSI ONER SHARPLESS: Ckay. Actually, we were
tal ki ng about May 7th. Wat we do on May 11th is still kind
of up inthe air. W, along with what you have been tal king
about, have thought, although | haven't checked wth
Commi ssi oner Laurie so | don't know what his tine frane is
but we had thought about perhaps putting a conference in on

t he 11th.

MR JOSEPH. | was actually referring to a witten
filing.

COW SSI ONER SHARPLESS: | know you were, | heard
you say that. 1In light of the difficulties that we seemto

have in witing we may want to stick in another conference to
see how we're doing. It's very close to the PSA. | can see
staff just groaning because they probably want every mnute

of the tine that they can to work on their PSA and ot her
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i ssues that may still be wandering around. So we don't want
to get in the way of inportant anal yses but we need to figure
out how we can deal with these issues and nove them al ong.
That's really what we're seeking here. So we'll cone to sone
accommodati on. We've heard all points of view and the
Committee will diligently try to come up with sone type of
acconmodat i on.

MR JOSEPH. |If you're thinking of an in-person
session | would sinply put in a schedule request that it be

May 12 rather than May 11th, |'m schedul ed before the PUC on

May 11t h.

COW SSI ONER SHARPLESS: Lucky you, okay. | don't
know. Conmi ssioner Laurie is down there, | know he's got
stuff going.

COW SSI ONER LAURIE:  |'mout of town the week of

the 4th; 1'mgrading PEER (phonetic) applications on Mnday
the 11th. On the other hand, we are not going to have this
project fail to nmeet, we're not going to fail to neet our
time obligations because of |ack of communication. W're not
going to let that happen. So to the extent that an
additional Conmttee Conference is necessary | wll
accommodat e ny schedul e to yours, Madam Chai r man.
COW SSI ONER SHARPLESS: Thank you. | will just
recogni ze for those of you who don't know who or what PEER

is. There is 178 grant applications out that Conm ssioner
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Laurie has to do in what, three days?

COWM SSI ONER LAURI E: Yes.

COW SSI ONER SHARPLESS: And treat themall fairly.
So in case you think he is talking easy, easy talk here, it's
not. So his accommodation is well taken and | appreciate it.
W'll see what we can do along those lines. It certainly
won't be an all-dayer. Hopefully we can -- M. WIfinger has
made a challenge of a two hour Committee Conference. W
m ght just be able to do it if we're very well focused and if
we know exactly what we're trying to acconplish in that
wor kshop or conference.

MR JOSEPH. Could I make a fall-back schedul e
request then?

COW SSI ONER SHARPLESS: Ri ght.

MR JOSEPH. |'mat the PUC at 1:30, if we're done
by 11:30 that's just fine. Could we start at 9 instead of
10?

COW SSI ONER SHARPLESS: Sure. | don't know about
the rest of the world but --

MR WOLFINGER 1'd prefer not to fly on Mother's
Day. And | think nost of us in order to start at 9 would be
flying up here on Mother's Day and spendi ng the night here.

COW SSI ONER SHARPLESS: | really appreciate that.
| al nost want to approve his project right now (Laughter).

MR THOWPSON. We will agree to that.
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At least your priorities are in the right place. GCkay, we'll
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figure it out. | don't know what we can do but we'll juggle
not hers and CPUC and everything el se.
GAS PIPELINE

Ckay, noving along past water and into the gas
pi peline issue. This is the newest part of your application.
W'll talk alittle bit about -- Again, M. Buell, this is
anot her one of the issues that are going to be discussed on
t he 30t h?

MR BUELL: Yes, we have a workshop on the 30th
that is scheduled to discuss this topic and the information
requirements.

COW SSI ONER SHARPLESS: Gkay. So this is al nost
i ke starting a new project four nonths into the project,
right?

MR BUELL: That's a fair characterization, yes.

COW SSI ONER SHARPLESS: M. Wl finger, what are
you trying to do to us?

MR WOLFINGER  Well, the problemis |I'mnot sure
how you handl e changes in projects. This is a tw year
process. Things change in two years.

COW SSI ONER SHARPLESS: Having said that, it has
an inpact on analysis and schedule and | think you probably

knew that that was a --
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MR WOLFI NGER  You can handle it outside of this
process if you'd like. | mean, | didn't really, quite
frankly, anticipate you would actually nmeld this one into
this, that you would handle it as if 1'd come to you after
|'d been certified and asked you for a change. So |I'm not
sure --

COMW SSI ONER LAURIE: | don't think we can do that
havi ng been put on notice of what your intentions are. |
think staff is going to tell us that we cannot bifurcate the
i ssues and we have to look at it now |Is that a --

M5. HOUGH That's correct, it's part of the
proj ect for purposes of CEQA and | believe the Conm ssion is
al so going to be licensing the gas pipeline as an appurtenant
or related facility, whichever termyou care to use.

MR THOMPSON: The dilemma that we had, of course,
is that when we had an opportunity through Southwest Gas to
arbitrage off different gas areas and, you know, we started
appealing. W don't want to hide this, clearly.

COMWM SSI ONER LAURIE: | don't think anybody is
faul ting your action in seeking the addendumto the
application. It's just clearly that it has ramfications
that we have to deal with it.

MR THOWPSON: It is on -- | think that -- Well,
et me say this: This week the spring surveys are being

done, we wanted to get those folks out in the field right
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away. W are hopeful that we will have a report m d-Muy that
will be pretty conclusive or at least inclusive. | believe
that the preferred pipeline route is our road the whole
di stance, | think that right. So we are hoping that the work
that we are doing will be in the staff's hands by m d- May.
Plus the configuration of this totally buried natural gas
pipeline will nake it so that we can neld it into the process
wi t hout too nuch difficulty.

HEARI NG OFFI CER VALKOSKY: | have got one question
for staff. And | don't nean to suggest that this would be a
preferable way but in the SMJD case we consi dered the SMJD
gas pipeline separately fromthe power plant and we
essentially had two AFC proceedi ngs going. The tracks were
close in tinme but they were two separate, distinct
proceedi ngs. Could that be done in this case?

M5. HOUGH There is a provision in the Comm ssion
siting regulations that allows either consolidation or
severance, it's Section 1719. M recollection in the SMJD
case was that prior to severance there was a process set up
so that the environnental effects that were related fromthe
gas pipeline and the project were considered all at the sane
time so that you avoi ded the probl em under CEQA of separating
the project and considering the inpacts separately. W could
go back and | ook at the SMJD case to see exactly how that

consi deration took place. You'd clearly have to do the sane
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kind of thing in this case so that, for exanple, you couldn't
consi der the biological resources inpacts of the gas pipeline
separately fromthe biological resource inpacts of the power
pl ant .

HEARI NG OFFI CER VALKOSKY: No, | understand that.

M5. HOUGH | think it's theoretically possible but
|'d want the same kind of nechanismin place that we had in
t he SMUD case.

HEARI NG OFFI CER VALKOSKY: Right. |I'mnot talking
about segnenting the project, |I'mbasically tal ki ng about
setting up two different tine lines if possible so that
the --

MS. HOUGH VeIl --

HEARI NG OFFI CER VALKOSKY: Agai n, assum ng
approval , so that approval of one could proceed in advance of
the other as was the case in the SMJD proj ects.

MS. HOUGH But the point |I'm perhaps not making
very clearly is that at sone point there has to be sone
analysis of all of -- for exanple, because it comes to mnd,

t he biological resource inplications of the project, which is
both the power plant and the gas pipeline. So you' re already
on a separate tinme franme because the spring surveys for the
power plant were done at a different time then they are

obvi ously being done for the gas pipeline.

The question in ny mnd is, how do we set up a
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process where we have a consideration of the project as a
whol e, both in the staff analysis and in the Comm ssion
del i beration process. | think the FSA is the |ogical place
to have that and if M. Thonpson is confident that the
information can be provided | don't see a reason to do
anything differently. | just don't know whether that is
going to be possible or not.

HEARI NG OFFI CER VALKOSKY: Right. 1s this one of
the possibilities that will be discussed on Thursday? That's
all. O whatever formof certification you' re going to
pr opose.

M5. HOUGH Well, | think that -- W don't have a
plan at this point to consider the gas pipeline separately
fromthe rest of the project consideration and the FSA

HEARI NG OFFI CER VALKOSKY: Ckay. Okay. Al right.

COW SSI ONER LAURI E:  Ckay. M understandi ng of
the question is that there is a possibility that we can treat
it as a separate application; however, that is sonething
different than not addressing the environnmental inplications
of the application for the environnental applications of the
pi peline as part of this application. 1Is that right?

M5. HOUGH | think that you're practically, in
practical terms you're tal king about the sane thing. The
consideration of the environnental effects of the gas

pi peline are already on a separate tinme frane, whether you
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call it -- whether you give it a label that says that or not,
because they proposed it late in the process. Wat's
happened when we have done severance proceedi ngs before is
that there is at the end a consideration of all of the
i mpacts of the project together. | don't see nmuch point in
goi ng through sonme sort of a formal process to confirmthe
fact that we're already on a different tine frame for
collecting the information on the gas pipeline.

COW SSI ONER LAURIE:  Okay. | understand you're
going to discuss it on the 30th so the question |I'd be
interested in is can we conplete an environnental analysis on
the pipeline in sufficient time to act on this project in a
tinely manner. That's the question that I'd like --

MR BUELL: Staff believes that once it receives
all the information on the gas pipeline that we could perform
an analysis in 45 days, once again, and provide it in our
FSA. W had identified a performance date of June 1st, the
applicant has said that they'd provide the information by
m d- May. That sounds consistent at this tinme. W would al so
note for the record that the applicant at tines has prom sed
data and we have once again found oursel ves --

COW SSI ONER LAURI E:  That's specul ati ve.

MR, BUELL: Yes.

COW SSI ONER LAURIE: And that's fine. What you're

telling me though is when it's discussed on the 30th, your
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view today is that you feel that it's possible to conplete
the analysis of this 26 mle pipeline in sufficient time to
approve this project.

MR BUELL: Right, that would require inherently a
delay of the FSA that we've tal ked about earlier today.

COW SSI ONER SHARPLESS: Wait, right led to the
wrong concl usion. Right would nean you woul dn't need a del ay
of the FSA. You're saying no, you couldn't do the analysis
wi t hout delaying the FSA. Isn't that what you nean?

MR BUELL: | think the question was, and correct
me if I'mwong, whether or not we could do our analysis such
that the Commi ssion could reach a decision in 12 nonths. And
the answer is yes, | think that's the case but we woul d have
to delay the staff's analysis. That would eat into the
Committee's ability to produce a decision on this case so
that it's not wthout cost.

COW SSI ONER SHARPLESS: Ckay, so it would del ay
the FSA but we'd have to -- In order to stay on the 12 nonth
clock we'd have to nake that delay up within the Committee
Hearing process, right?

MR BUELL: Correct.

MR WOLFINGER | think one of the things we want
to acconplish on the 30th, and I think R ck Buell understands
it, we want to ensure we know what all the data is that's

needed.
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COW SSI ONER SHARPLESS:  Yes.

MR WOLFI NGER: W keep on saying, staff has al
the data. | think it's very inportant. And that's part of
the nmeeting on Thursday is to nake sure we know what all of
it is that we need. And |I'msure we're going to be talking
about that. That's a big part of it, that's really critical.

COW SSI ONER SHARPLESS: Staff, perhaps in addition
then to the water plan, determ ning whether or not you're
going to have the informati on and the negotiations in tine
for your June 1st deadline. Perhaps you could also indicate
what you think the timng will be on the gas pipeline issue
gi ven what information you get and when you think you m ght
get additional information that you m ght need so we'll be
able to factor that in.

MR BUELL: Okay.

COW SSI ONER SHARPLESS: |f you can. Conm ssioner
Lauri e.

COW SSI ONER LAURI E:  Question, Madam Chair.

Wien the environnmental analysis is done on the
pi pel i ne even though the Conmittee isn't taking action on the
pi peline project, when that environmental analysis is
incorporated into or creates mtigation neasures that result
in conditions on this project, when the pipeline project
separately comes up for decision is there a separate

environmental analysis or wll a decision be nmade that
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environnmental anal ysis has al ready been conduct ed?

MS. HOUGH It is our belief based on the
information that we have right now that the gas pipeline is
part of this project. The Conm ssion would be |icensing the
gas pi peline.

COW SSI ONER SHARPLESS: At the sane tine as
t he whol e project.

M5. HOUGH It's part of the same project, right.
It's what is referred to in the Comm ssion statute as an
appurtenant facility, which is sonething that we have
l'icensing jurisdiction over. There are also facilities which
we don't license that we | ook at as part of the project for
CEQA purposes. You've probably heard us talk about that with
respect to transmssion facilities that may be needed as a
result of systeminpacts. This is not -- This is not that
kind of a thing. This is sonmething that the Commi ssion has
licensing jurisdiction over as an appurtenant facility. So
the licensing decision is the Conm ssion's decision on the
proj ect .

COW SSI ONER LAURIE:  Not being very famliar with
where the pipeline is going to go, is there an issue
regardi ng notice to hundreds of individuals?

M5. HOUGH:  Yes.

COW SSI ONER LAURIE: O thousands of individual s?

| don't know who is out there and --
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M5. HOUGH W' ve had some prelimnary di scussions
about notifying adjacent | andowners and Rick can probably --

MR, BUELL: Yes.

COW SSIONER LAURIE: Don't do it now, R ck

MR BUELL: Ckay.

COW SSI ONER LAURIE: | just wanted to --

COW SSI ONER SHARPLESS: He was going to nane every
one.

COW SSI ONER LAURIE: | just want to acquaint
nyself as to the issues and | want to determ ne whether or
not this deal is possible to do. |'mconcerned about that so
|'d like to be able to tal k about that.

MR BUELL: There is one issue regarding | andowners
that | think that we should be cognizant of, I'mnot sure
what the answer is. Part of the pipeline will cross BLM I and
and we'll have to negotiate how our process will fit in wth
their process for approval of a gas pipeline. So that is an
area of consideration. Hopefully we can discuss that on the
30th, I'mnot sure we'll have a final answer on that date.

But certainly by the Cormittee's conference on the 11th we'd
be in a better position to try to help clarify that issue.

MR THOWPSON: But BLM has been notified and is
coordi nating on the surveys that are going on this week so
you shoul d be prepared for that as well.

COW SSI ONER SHARPLESS: Great. Ckay, any other
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coment on the gas pipeline? M. Joseph?

MR JOSEPH: No.

MR THOWPSON: By the way, those of you that are
famliar with the solar projects, this is the road that goes
up from Hel endal e where we had our hearings right on up to
t he Harper Lake interchange. That's the road.

OTHER TOPICS

COW SSI ONER SHARPLESS: Ckay, we're al nost there.
Under the Qther Topics area applicant may want to cover ot her
remai ni ng i ssues that we haven't touched on today,

Visibility, Land Use, FAA or Department of Toxic Substance
Control Permt.

MR WOLFI NGER  Andy, do you want to tal k about the
FAA, where we stand on that. This is Andy Welch, our Project
Director.

MR WVELCH It will be very sinple and quite brief.
Andy Welch, I"'mthe Project Director. Wth the FAA -- W've
subnmitted all the information to the FAA that they required.
We put that in through the airport nmanager; the airport
manager first approved it all before it went in. W got one
initial letter fromthemwhich has been docketed. W
understand verbal |y that they | ooked at our additional
anal ysis of the thermal plunmes and determ ned that that al so,
we woul d have no inpact. W're waiting for that to be issued

inwiting now W expect it shortly and we'll submt it to
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be docketed at that point.

There were sone additional questions about that
were submtted to the FAA about the interpretation, whether
the FAA had correctly interpreted their rules about the
hori zontal plane being 150 feet about the established airport
el evation. The FAA, | don't know of they are going to cone
back with a response other than they have told us, as has the
airport manager, that they have in fact, they did correctly
interpret their rules in the first place, that it is 150
above the highest point on the runway and not the | owest
poi nt as was asked in sone of the subsequent letters.

COW SSI ONER SHARPLESS:  Ckay.

HEARI NG OFFI CER VALKOSKY: And when are you
expecting this response?

MR WELCH  Shortly. | expected to have it by now
but I think they're just a little slow on issuing the
paperwork. They view that they have already issued the
official approval in their previous letter, this would just
be a response to the additional requests that were made to
t hem by ot her parti es.

COW SSI ONER SHARPLESS: Gkay. Qher issues?

MR WOLFINGER Do we want to tal k about the visual
si de?

COW SSI ONER SHARPLESS: Only if you want to. Do

you have any issues?
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MR WOLFINGER  Well, | don't have any particul ar
-- W hear what you're saying but |I don't know what we're
going to --

MR THOWPSON: This may be an issue that does not
get settled and it may be an issue that cones before you for
adj udi cation. W think we |ocated it correctly, we |ooked at
the staff's comments, and aside fromthe staff apparently not
wanting to issue a PSA until we agree with them which we
di sagree with, we're not sure there is much we can add.

W' Il go back and check the placenent and check with the Gty
but this may just be something that we dunp in your |ap.

COW SSI ONER SHARPLESS: Ckay, fine, we'll let them
respond to that. There is also -- | think the other issue
that | saw rai sed was the one concerning the recircul ati on of
water and the crystallizer and the Departnent of Toxic
Subst ance Control permt.

MR WOLFINGER That's really an issue that was
brought up by CURE

COW SSI ONER SHARPLESS: Do you want to nake any
coment on that at this point?

MR WOLFINGER  Sure. Jeanine, you want to cone up
and tal k.

M5. KELLY: W reviewed the analysis --

MR WOLFI NGER: Say who you are.

MS. KELLY: Jeanine Kelly with the project. W
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basically think that you have | ooked at the waste as an
internediate rather than as a final waste stream and we think
that when the staff consults with the other regul atory
experts you'll conme to the sane concl usion but woul d point
out that the analysis has | ooked now at what is entering the
crystallizer rather than the actual waste exiting the
crystallizer. |1'mnot sure why that analysis woul d have been
done because under the rules you would not | ook at
internedi ate steps, you would | ook at your final waste, and
that's what our analysis initially did. And we'll respond in
witing as well. | expect you guys to find the sane answer
when you consult your other regulatory agencies but we'll
respond in witing as well.

COW SSI ONER SHARPLESS: And your response in
witing will be inmediate?

MR WOLFI NGER: A few days.

COW SSI ONER SHARPLESS: A few days?

MR WOLFINGER: Really, you've heard our response
which is, it's an internediate and it's an inappropriate way
to anal yze the process.

COW SSI ONER SHARPLESS: But it will be docketed
and it will be in the record and that's sonething that staff
will be able to refer to. So I think those are probably the
ot her issues. Can you think of any other issues on this

project that you mght want to bring up in general before we
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take it over to the staff for comment?

HEARI NG OFFI CER VALKOSKY: M. Thonpson, on your
second status report you indicated that you had filed a Corps
of Engi neer Jurisdictional Determnation.

MR WOLFI NGER  Yes.

HEARI NG OFFI CER VALKOSKY: What was that for?

MR WOLFI NGER Wt | and del i neati on.

HEARI NG OFFI CER VALKOSKY: kay, fine.

MR WOLFI NGER  That's been docket ed.

HEARI NG OFFI CER VALKOSKY: It has been docket ed,
okay, | have not seen that. GCkay. And the result was?

MR WOLFI NGER: They cane out and we agreed on what
it is. It's just agreement between the Corps and oursel ves
as to what is of the whatever they call it, what's wetl ands
and what isn't and that's basically it. W go in and say,
this is what we think is wetlands, they conme back. And |
think actually there was a nodification of it and that's been
resubmtted. W basically canme to agreenent on the areas.
What is, you know, wetland and what isn't.

COW SSI ONER SHARPLESS: Ckay, so that information
isinto the staff and can be part of staff's analysis? |
think that's where that is. Staff?

MR BUELL: Yes. On O her Topics, | assune that's
where we are.

COW SSI ONER SHARPLESS: Yes, that's where we are.
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MR BUELL: Regarding Land Use we have been in
contact with the FAA regarding the issues that M. Wl ch
described, i.e. the thermal plume and al so regarding the
stack heights and whether or not they violate the FAA
criteria. W have requested that the FAA respond to these
i ssues, provide clarification by April 30th. |'m hoping that
we actually receive that and if we do we will likely include
that in our Final Staff Assessnent.

Moving right along if there is no questions on that
to Visual Resources. Again | think -- | just want to make
one thing perfectly clear: Staff is not postponing its PSA
until such tinme as we reach agreenent with the applicant on
this topic. We intend to publish a PSA in detail that
descri bes our position on May 15th. The topic of Visual
Resources identifies the nature of the inpact that we have
identified and possible mtigation neasures that we wll
consider. | think it's a substantive issue; | don't think it
wi Il delay the schedule at this point in tine.

Regar di ng Waste Managenent. Staff is indeed in
contact with the Departnent of Toxic Substance Control and
they are in the process of trying to understand what
regul ations, criteria and permts would be required for this
facility. It is likely that the waste streamfromthe
crystallizer will be determ ned to be hazardous and will be

subject or regulation review At this point in tine we don't
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believe we'll be able to address this issue fully in our PSA
but we'll be able to in our FSA

MR WOLFINGER: Say that again. Could you repeat
what you sai d?

MR, BUELL: The whole thing or?

MR WOLFI NGER  No, just what you believe. What is
it you said you believe it is going to be?

MR BUELL: We believe that the waste stream from
the crystallizer will be hazardous.

MS. KELLY: WII it help with nmeeting your schedul e
on the PSAif we could submt analysis in witing beforehand
that explains why it won't be?

MR BUELL: Staff would take |longer than that tine
toreview Frankly, if I don't have the information, staff
doesn't have the information and be able to analyze it,
contact agencies, by this Friday then it will not be in the
PSA. And | trust that your letter would be sincere and
accurate and truthful and whatnot but staff will want to do
nore research than sinply rely on the applicant's concl usions
at this point intime. W would Ilike to consult with the
regul atory agencies that are responsible.

COW SSI ONER SHARPLESS: M. Buell, can you tell ne
what contact you've had with the Departnent of Toxic
Substance Control to this point?

MR BUELL: Can | ask M. Joe O Hagan to cone
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forward and perhaps -- He was party to the comuni cati on.

M5. HOUGH He's left.

COW SSI ONER SHARPLESS: There is no Joe.

HEARI NG OFFI CER VALKOSKY: Joe is gone.

COW SSI ONER SHARPLESS: He left just in tine.

MR BUELL: Al of themleft, by the way. There
was three of themthat were party to the conmmuni cation and
every one of themleft. Poor timng, | apologize. W have
had one phone conversation with the Departnment and di scussed
the letter that we had received from CURE that identified the
concern. There is nore detail that we can provide if the
staff return in a tinmely manner. | could characterize it
t hat based upon our staff's prelimnary review we do not
think it is as significant an issue as CURE may have
identified in their letter but it's still sonething that
needs to be addressed in this process.

COW SSI ONER SHARPLESS:  Ckay.

MR WOLFINGER Is it appropriate for you to
comuni cate that to me? This is the first time we've heard
that you've had that concern. | presunme this is not one that
was -- You say it was brought up by CURE but you nust have
had this concern for a while?

MR BUELL: | would have to defer to our technica
staff on that. It may have been sonething that was an

oversight of staff and | can only apol ogi ze that we have not
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identified that earlier.

MR WOLFINGER | guess you have to wait for them
to come back but | guess we'd like the comments certainly
before, if we could before May 15th. Maybe that's the
earliest you can get us sone --

MR BUELL: W have a workshop --

MR WOLFI NGER And | understand that what the
i ssues are so that we can work on it ourselves.

MR BUELL: The workshop on the 30th is, Caryn will
correct ne if I"'mwong, is scheduled to tal k about
environmental issues. | believe we could talk about this
i ssue under the guise of a water resources issue.

MR, WOLFI NGCER: Great.

MR BUELL: Let's assunme we can do that. Try to be
prepared about it on the 30th,

MR WOLFINGER Great, great.

HEARI NG OFFI CER VALKOSKY: M. Buell, do you have
any idea when you'll conplete your consultation with DTSC?

MR BUELL: Not at this tinme. It will not be in
time for the PSA.

HEARI NG OFFI CER VALKOSKY: (kay, there is no end
date. Thank you.

MR JOSEPH. Can | ask for a clarification on one
of the things Rick said?

COW SSI ONER SHARPLESS:  Sure.
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MR JOSEPH. You said that you believe it's not as
significant as CURE identified. Wre you referring to the
i mpact on the schedul e?

MR BUELL: Pardon, | have too many distractions.
What was the question?

MR JOSEPH. Wen you said that you did not think
the inpact would be as significant as CURE identified were
you referring to the inpact on the schedul e?

(Thereupon, tape 3 was changed
to tape 4.)

MR, BUELL: Yes.

MR JOSEPH.  Ckay.

COW SSI ONER SHARPLESS: | think some staff are
here that m ght help you out.

MR BUELL: Staff are here. Wiich staff wants to
volunteer? M. R nger and Ms. Ellen Townsend-Smth, would
you -- | apol ogi ze, Gary, but we have a nunber of questions
fromthe Conmttee. Perhaps you could give us a brief
indication of the nature of the consultation that has taken
pl ace with the Departnment of Toxic Substance Control.

MS. TONWNSEND- SM TH:  El |l en Townsend- Smi t h,
California Energy Conm ssion, Waste Analysis. W had a
conference call with DTSC and the Regi onal Waste Quality
Control Board -- Water Quality Control Board on Friday. And
what they are suggesting is that the applicant talk to the
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waste evaluation unit in terns of backtracking once there is,
| guess sone definite answers into what the water source wll
be so that they can actually do an analysis to find out if--a
paper analysis--if they can figure out if the waste is
hazardous or not. They have a consultative division, |
guess, that actually would sit down with the applicant, | ook
at all the sources, backtrack and do the analysis for the
applicant to actually see if it's going to be a hazardous
wast e or not.

MR RINGER MKke Ringer, CEC Staff. There's a
coupl e of questions here. The first questionis -- O course
the source of the water will dictate pretty nmuch the
characteristic of the final waste treatnent due to the
concentration process invol ved.

The applicant was tal king about the final waste
product coming out of the crystallizer. That in and of
itself is not problematic because that would be either
hazar dous or non-hazardous and it would be dealt with in
ei ther case by going either to a hazardous or a non-hazardous
landfill. The question that CURE brought up and the question
that we have to deal with with DISC is the product going into
the crystallizer. |If that is a hazardous waste then it could
be deenmed to be a hazardous waste treatnent unit.

One thing that the applicant has brought up today

is that is an internediate step. Now |I'mnot sure exactly
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whet her that would be just froma federal standpoint only.
The intermediate step is of inportance if it's a RCRA
hazardous waste that is federal only or whether it's a state
hazar dous waste because there's two different regul atory
net hods there. If it's a state hazardous waste for this type
of treatnment the state has got a couple of different tiers of
permts avail able and that woul d be probably one of the | ower
tiers, one of the sinplified permtting tiers that this could
go into.

But | think what we have to do is find out first
what the water source is going to be so that we can give to
DTSC what the likely constituents of the water is so that
t hey can go through the concentration cal cul ati ons and see
what the internediate waste stream woul d be. Then determ ne
whet her it woul d be RCRA or non-RCRA and det erm ne whet her or
not this would indeed be an internedi ate waste stream then
we'd go fromthere.

COW SSI ONER SHARPLESS: Gkay. @G ven what has j ust
been stated do you still intend to discuss this on the 30th
to kind of explore or does this give you sone foundation on
which to take a few steps? Were does this | eave us?

Perhaps | should ask that questi on.

MS. KELLY: | think what m ght need to be eval uated

is just exactly what you pointed out, state-only hazardous

waste. Because under the federal standards this is
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i n-process and you don't look at internediate points in the
process. You'd have a |ot of manufacturing processes that
woul d be generating and then treating hazardous waste if you
| ooked at internediate steps and that's precisely why the
feds don't look at that. So | think it would be, the
consul tation woul d be a good idea and see if nmaybe we can
expl ain nore about the process to show why you woul dn't | ook
at this as a waste.

COW SSI ONER SHARPLESS: Do you have a nane at the
Department of Toxic Substance Control ?

M5. TOMWNSEND-SM TH: | had just got on the phone.
| was just getting ready to get on the phone with the person
when | was cal |l ed back down.

MR BUELL: And their nane is?

M5. TOMSEND-SM TH:  Noel, that's all | got, and
t hey said, cone back downstairs. | have a nane and nunber
when | go back to answer ny phone, ny voice nmail

COW SSI ONER SHARPLESS: Maybe you can provide that
t oo, okay.

MR WOLFINGER | think we probably are going to
have enough, we don't need any nore on April 30th,.

MS. KELLY: Well, if we can have those discussions
before then we'll see what happens.

COW SSI ONER SHARPLESS: Yes, you have a coupl e of

days. Yes, how are you going to deal with the water source

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
a N W N P O © 0 N O O » W N B O

205

i ssue though, if that is one of their questions?

MR WOLFI NGER  The process is fairly quick. 1In
ot her words, we have water com ng fromthe aqueduct and we
have that analysis of what that water is. W have water from
the groundwater. W're going to use both of those at one
time or the other so we have to anal yze both of those cases.
| nean, it's a process that takes maybe six hours. So I nean
-- In other words, we have to anal yze both of those sources
of water, both of themw Il be used. So I don't know if
that's a particular issue in that, you know, which one we're
using when. It's either we're going to generate it or we're
not going to generate it and we have to | ook at both streans,
whet her we generate it for one nonth or we generate it for 11
nont hs.

COW SSI ONER SHARPLESS: O course, we had that
i nformati on when you had that discussion with the Departnment
of Toxic Substance Control. Did you tell themthat they
woul d be using both water sources at the time or did you have
knowl edge of the fact that they would have to use, maybe they
were going to use mainly state water project water but on
occasi on they would have to use groundwater? Did you give
that information to then?

M5. TOMWNSEND- SM TH:  No, actually what | started
tal ki ng about was the process. | would have had to have

faxed over the information and didn't have that nuch tinme to
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actually fax over the information for themto | ook at.

COW SSI ONER SHARPLESS: Ckay, fine. Well, | think
we have some things we can do to help resolve this issue or
at least identify and analyze it. M. Jacobs (sic).

MR JOSEPH. | can't let an opportunity go by to
actually agree with Rick Wolfinger. Since they're going to
be using both sources --

COW SSI ONER SHARPLESS: Because of Modther's Day?

MR JOSEPH. Al of us do have nothers. Because
they will be using water from both sources the selection of
the water source doesn't effect the outcone or the result.

It could affect --

COW SSI ONER SHARPLESS: The | evel s.

MR JOSEPH. The levels and the specific analysis
and the type of permt required but both do have to be
anal yzed because both will be used at one tine or another.
And we did in the letter we wote anal yze both different
sources using several different data sets, both fromthe ASC
and directly from Departnent of Water Resources and separate
data that we obtained on the groundwater so that we're not
reliant on a single source of data for the analysis.

This is not the appropriate tinme to debate before
you the interpretation of federal and state | aw about whet her
this is an internmedi ate product or not. W clearly

considered that issue and we disagree with it. And we had
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t hose discussions with DTSC before we subnmitted this letter
because we wanted to be sure that we were on solid ground and
that the agency agreed with us.

|''mnot sure exactly what Rick Buell was referring
to about not having the sane concerns about the schedul e
because we didn't, as far as | know, make any representations
about the affect on the schedule other than the fact that the
permtting process has not even been started. There are a
nunber of different types of permts with DISC i ssues
requiring different levels of analysis and time. At this
poi nt we don't have an opinion as to which type of permt is
the appropriate type of permt.

So at this point we're not prepared to nake any
representations to you about exactly how | ong this process
will take. But like any other permt the Comm ssion does
have to include in the Final Staff Assessment and in the
docunents, the Presiding Menber's Report and Final Decision
what ever conditions DTSC woul d i npose.

HEARI NG OFFI CER VALKOSKY: Do you have any idea of
the range in the tine for the different permtting processes?

MR JOSEPH. Actually, | think we do and | think
it's near the end of the letter. Actually, it's not. W do
list the different types of permts that are granted but not
the time franes. | think the difference is nunbers of

nonths, froma few nonths to a | arger nunber of nonths.
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COW SSI ONER SHARPLESS: Cearly, we can't even
begin to get to that level of detail until we have a little
bit nore in the way of discussion and know what we're doing.
Since we're contenplating--and | don't know whether this
woul d be possible to put in a May 7th docunent--but if we're
cont enpl ati ng anot her step/conference, we need another step
in here with another conference, it is very likely that this
coul d be one of the issues that we schedule just so we find
out exactly what we're doing with it since we can't deal with
it today, obviously.

But the issue has been identified and | think we
know what we need to do in order to try to get to sone facts
and then fromthere what we do about -- Does anybody, perhaps
Rick Buell, do you have any thoughts about adding this to the
May 7th response? So far we've got water and we've got --
What was the other issue besides water? ©Ch, the pipeline,
that's right. Water and the pipeline.

MR BUELL: Staff is not scheduled to --

COW SSI ONER SHARPLESS: That's right, on May --
That's the applicant that was going to on the air quality
stuff. Yes.

MR BUELL: Certainly we'll attenpt to discuss this
i ssue at our workshop this week and if we have anything new
to report we'll do so.

COW SSI ONER SHARPLESS: Wel| at |east you can tel
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us where you are in the process.

MR, BUELL: Yes.

COW SSI ONER SHARPLESS: So we have that. Ckay.
Any nore issues that you wanted to deal with that basically
deal with the toxics?

MR THOWPSON: Not on the toxics.

MR JOSEPH. That's it. There's a both |Iegal and
substantive issue out there.

COW SSI ONER SHARPLESS: Ckay. M. Thonpson.

MR THOWPSON: No, | wanted to apol ogize to the
staff. | nentioned that | thought the Visual section was not
getting put in and | m s-spoke.

COW SSI ONER SHARPLESS: Ckay, fine. Staff?

MR BUELL: Speaking of Visual, staff has one
question they would like to ask on the topic of Visual. And
if M. Val ker woul d do so quickly because we are pressed for
time.

MR WALKER |'m Gary \Wal ker, Conmi ssion staff for
Vi sual Resources. There was a February 4th, | think it was,
letter fromFAA to John Roberts concerning lighting for the
proj ect, hazard lighting. Are you aware of that?

MR WOLFINGER: | think it said that they were
t hi nki ng about putting hazardous |ights on.

MR WALKER: And it didn't say thinking, it said

they would be required --
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MR WOLFI NGER  Yes.

MR WALKER: -- on the exhaust stacks and on the
transm ssion towers on the SCI A property. Have you had any
further consultation with them or have you interpreted what
that means? Exactly what kind of |ighting that neans,
obviously it's hazard lighting. The point being, it has an
effect on the visual analysis of what kind of lighting you' re
going to be required to put on those transm ssion towers and
stacks. Like strobe lights or bright white lights or red
flashing lights or whatever else it is that is in effect.

MR WOLFINGER | don't think we've -- W haven't.

MR BUELL: Can you get back to us on what you
mght find in a week or so?

MR WOLFINGER We'll certainly call and ask them
| nmean --

MR BUELL: Okay.

MR WOLFINGER We'll bring it up with them what
kind of lights. W just kind of |ook at the fact we need
lights and we'll put lights up. Eventually that detail would
have been -- But | understand your point your making, Gary.

MR WALKER: 1'd like to put it in the PSA

MR WOLFI NGER: To understand exactly what kind of
i ghts because they m ght have different effects, obviously.

MR WALKER R ght.

MR WOLFI NGER: What they are. Ckay, sure.
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MR WALKER: Because in general we're trying to
mnimze the lighting out there, as applicant's application
tries to do for the power plant, it tries to mnimze any
off-site lighting. |If thisis required we'd |like to know
what it consists of. |'mparticularly concerned because it
appears that if an alternative route for the transm ssion
line is used that doesn't follow El Evado Road it woul d get

off the airport property and wouldn't have to require those

l'ights.
COW SSI ONER SHARPLESS: Ckay. Okay, | think --
MR WOLFINGER: If we could just ask a questi on.
Did you interpret -- | renenber reading that. D d you

interpret that they were going to require lights along the
entire transmssion line? Probably just --

MR WALKER: On the airport property.

MR, WOLFI NGER  Yeah.

MR WALKER: It said, on the property.

MR WOLFINGER:. | think we'll probably go back and
ask themthat anyway because | think it's probably -- You
know the contour of that too. | mean, if -- There are a | ot
of places that it's very low, in fact below the |evel of
where it goes down. So | think we would probably have gone
back and asked themif it was really that's what they neant
or they want it up by the substation. M inpression was

probably they were going to ask for it up on the high plateau
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area. But as it starts to go down they're probably not going
to ask for it. But | didn't focus onit. W wll focus on
it nore and answer that question for you.

MR WALKER: kay, and just what type of lights
t 00.

MR WOLFINGER Right, right. The kind of lights
and if they really want the whole thing or they were saying,
you're going to need sone near the station because that's
near the runway.

MR WALKER  Ckay.

MR WOLFI NGER  Ckay, we'll check that out.

MR WALKER:  Thanks.

COW SSI ONER SHARPLESS:  Conmi ssi oner Lauri e.

COW SSI ONER LAURIE:  No, |'m anxious to hear from
M. Joseph.

COW SSI ONER SHARPLESS: M. Joseph on |ights?

MR JOSEPH: No.

COW SSI ONER LAURIE:  |I'msorry, | thought you had
some final conment.

SCHEDULE

COW SSI ONER SHARPLESS: No, | think we're going to
nove to the schedule now And at this point 1'd like to turn
it to Stan. Stan, if you could help us work through the --
Thank you, Conm ssioner Laurie. |If you will help us. In

light of the discussion that we've had here trying to work
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t hrough the inpacts on the PSA and what may or may not be in
the PSA and getting information to us to adequately do an FSA
and the fact that we're tal king about possibly having anot her
conference, mni-conference, why don't we tal k about
potential delay and scheduling options.

HEARI NG OFFI CER VALKOSKY: kay. First, | would
like first the staff and then the applicant and then CURE to
address the nmerits and the useful ness of releasing a PSA on
May 15th.  VWhich will, to ny understanding, not include Air
Quality Alternatives, Land Use, Public Health, Transm ssion
Li ne Engi neering, Waste Managenent, Water Resources as well
as the Gas Pipeline.

COW SSI ONER SHARPLESS: This is the PSA, right?

HEARI NG OFFI CER VALKOSKY: This is the PSA, yes.

COW SSI ONER SHARPLESS:  Fi ne.

HEARI NG OFFI CER VALKOSKY: Ckay. M. Buell, you
i ndi cated --

COW SSI ONER SHARPLESS: Wuld it be easier to say

what it will include?
HEARI NG OFFI CER VALKOSKY: | think we're at that
fine bal ance point, yes. M. Buell, what do you view as the

benefits of releasing such a docunent on the 15th?
M5. HOUGH  Conpliance with your O der
MR BUELL: First off, staff believes that it is an

i mportant docunent. The PSA is a useful tool to use as the
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basis for discussing i ssues between the parties on nmany
topics. W believe that we'll have a conplete, a relatively
conplete analysis in what | would call many areas and those
woul d include--if | can find ny list--Safety and Fire
Protections, Hazardous Material Handling, Traffic, Noise,

Vi sual Resources, Socioecononmic, Facility Design, Reliability
and Efficiency. Those that would not be conplete at this
point in time of course would be Air Quality Alternatives,
Land Use, Public Health, Transm ssion Line Engineering, Wste
Managenent, Water Resources. Does that provide sufficient
response?

HEARI NG OFFI CER VALKOSKY: Again, it's so -- Let ne
approach it this way. You would intend, | suppose, that if
you issued the PSA on May 15th that that would serve as a
vehicle for productive discussion of the topics that are
included in it. Under your one proposal you would then
reissue the PSA at a later point in tine; isn't that correct?

MR BUELL: That's correct.

HEARI NG OFFI CER VALKOSKY: Ckay. So by reissuing
the PSA | assume the reissued PSA woul d then contain the
m ssi ng areas.

MR BUELL: Correct.

HEARI NG OFFI CER VALKOSKY: kay. And the non-
controversial areas would appear in two PSA's, right? Two

versions of the PSA, essentially.
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MR BUELL: Correct, although we could refine those
PSA sections as necessary in the interim

HEARI NG OFFI CER VALKOSKY: kay. | guess that
being so I wonder about one of your potential schedules. It
seens to ne you want about the same anobunt of time to prepare
the FSA for either one PSA or the reissued PSA when the
rei ssued PSA, at least half of it would have al ready been
consi dered, been revi ened.

MR BUELL: And your question is, why do we need
t hat sane anmount of tine?

HEARI NG OFFI CER VALKOSKY: Right, vyes.

MR BUELL: Primarily because those are the
contentious issues and we feel that it will take that anount
of tine to reach or attenpt to reach concurrence with the
applicant on as many issues and narrow the scope of the
evidentiary hearings. The normal tinme between a PSA and an
FSA is 60 days. W've cut it back to 45 to try to expedite
things in this case.

HEARI NG OFFI CER VALKOSKY: Ckay. And you do think
that that would expedite things in this case?

MR, BUELL: Yes.

HEARI NG OFFI CER VALKOSKY: kay. M. Thonpson, you
i ndi cated you saw benefit in releasing the partial PSA on My
15th, can you explain it to me.

MR THOWSON: Yes, | do. | think that the areas
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that staff will have in its PSA are areas that we can
fruitfully take to the next level. And what occurs between
that PSA and FSA on our side of the table is that we have the
ability to sit down with staff with their prelimnary
anal ysis and start hammering out conditions of certification
and verification of those conditions. Not only does that
take resource time for the specialists within the area but it
al so takes staff managenent review tine. To the extent that
we can get started on those areas, put themto bed so to
speak, | think it will be easier to handle the admttedly
nore difficult air and water sections when they becone
sufficiently far along for the staff to include themin
either a second PSA or a reissued PSA.

HEARI NG OFFI CER VALKOSKY: Gkay. So you woul d be
supporting staff's reissued PSA then, correct?

MR, THOWPSON:  Yes.

HEARI NG OFFI CER VALKOSKY: kay, but now woul d you
al so be supporting staff's proposal for a 45 day schedul e
extensi on, because | believe that's part and parcel of their

proposal for the reissued PSA

MR THOWPSON. Well, I'mnot sure | can go that far
yet. | think that there's a trenendous anmount that hopefully
w || get acconplished, even in the next few weeks. | would

suggest that staff issue its PSA on the areas that they're

confortable issuing them And that if we have a conference
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soneti me around the issuance of that PSA, sonetinme around May
15, we can see where we are and set a schedule at that tine.
| don't know that it's necessary to conme up with a schedul e
foll ow ng PSA i ssuance now.

And frankly, 1'mhoping that there are a nunber of
t hese areas that we can nake a sufficient anount of progress
in so that we'll be better informed with regard to future
schedule in two and a half weeks or so.

HEARI NG OFFI CER VALKOSKY: (kay. So your bottom
line is that it's premature at this point, right?

MR, THOWPSON:  Yes.

HEARI NG OFFI CER VALKOSKY: M. Joseph, | believe
you supported bifurcating the processes as one of your -- |I'm
sorry, bifurcating the PSA as one of your options.

MR JOSEPH. That's right. | think the inportant
principle here is that at sonme point there is a conplete PSA
which is issued so that the issues can be narrowed for
hearing so that the Final Staff Assessnent can reflect an
interactive process between a conplete PSA and an FSA. It
sounds to me as though there is sonme nerit in issuing a PSA
in those areas where it can be issued reliably at this point.
| don't see any harmin doing so, so long as that doesn't
repl ace, you know, a conplete PSA at some point.

HEARI NG OFFI CER VALKOSKY: Gkay. And you think

there has to be a conplete PSA, neaning one docunent,
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including all, or can a PSA be issued in two parts?

MR JOSEPH. It can be issued in two parts.

HEARI NG OFFI CER VALKOSKY:  Ckay.

MR JOSEPH. Wsat | nean is that each section of
t he PSA get issued at some point.

HEARI NG OFFI CER VALKOSKY: kay, right. And will
everyone agree with me that a PSA is not required, |legally?

M5. HOUGH:  Yes.

MR THOWPSON: Yes, Staff Analysis only.

HEARI NG OFFI CER VALKOSKY: So that the Final Staff
Analysis is essentially the operative docunent. M. Buell.

MR BUELL: One point that | want to nmake clear to
all the parties so that they aren't surprised when we publish
the PSA, and that is that the PSAw |l contain a section for
every technical area the staff intends to deal with in this
project. It will have as much information on air quality,
for exanple, as staff is able to put together at this point
intin. That's likely to be a discussion of the setting in
LORS, Laws, Odinances and Standi ngs that would govern review
of the project, and it would hopefully identify the
information that staff believes is necessary and the fact
that staff is unable to recommend approval of the project at
this tine on the topic of air quality.

MR WOLFINGER: But you'll talk about all the

issues then. |Is that what |'m understandi ng? You'l
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actually hit them You'll actually tal k about them but your
assessnment won't be done yet.

MR BUELL: Correct. And | can't say that we'll
di scuss every issue because the assessnent isn't conplete at
that point in time but there will be an attenpt.

MR WOLFI NGER: That woul d be good. |'m anxious to
get sone feedback

MR, BUELL: The second point that the staff wanted
to raise is although the applicant is not -- would like to
post pone the bal ance of the schedul e beyond the PSA is that
we must recognize at this point in time that if we reissue
the PSA at sone point the Schedule C that staff is
recomrendi ng, the schedul e, we cannot reach a decision in 12
nmonths. That is staff's belief, unless the Cormittee is
willing to do things on an extraordinary time schedul e.

M5. HOUGH R ght. In other words, we can't have
both a conplete PSA and keep to the one year schedul e.

HEARI NG OFFI CER VALKOSKY: W/ lingness and ability
are two different things, let's keep that separate. And that
i s because of what specific instance, M. Buell, that would
| ead to extension of the schedul e?

MR BUELL: Well, if we keep with the schedul e that
staff has outlined we woul d postpone -- the reissue of the
PSA woul d come out approximately the tine that we had

identified the Final Staff Assessment. So your 45 days into
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pushi ng everything back beyond that point to allowthe
Committee the same anobunt of time we would have in Schedul e
B. I'mreferring to page 15.

HEARI NG OFFI CER VALKOSKY: kay, all right.

COW SSI ONER SHARPLESS: So under your plan, under
the bifurcated system where you have an initial PSA and then
a conplete PSA, you would, by going that direction have a
del ay of about 45 days.

MR BUELL: That's correct. That's our assessment
at this point in time unless we can shorten the tinme between
the PSA and the FSA or find time sonmehow.

COW SSI ONER SHARPLESS: Talk to nme about that tine
period and hel p ne appreci ate what happens between. [If you
do a full PSA what happens between the full and the FSA? So
that | can appreciate what the timng issue is.

MR BUELL: Traditionally what we've used -- As we
say in our staff report, we use that PSA as a vehicle for
resol ving issues. And that may be whether or not we consider
an inpact significant. W may spend workshops, days perhaps,
di scussi ng whether the waste fromthe crystallizer is
hazardous and sharing information and discussing that. W
may spend days discussing in workshop forunms the conditions
of certification, ensuring that what we are proposing is
sonmething that the applicant is willing to live with, it's

sonmething that they feel is an appropriate negotiation.
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COW SSI ONER SHARPLESS: So between the full PSA
and the final PSA is an opportunity to further narrow the
i ssues so that when we go to the adjudicatory process you are
dealing with rather a narrower set of issues than a broader
set of issues.

M5. HOUGH  You both narrow the --

COW SSI ONER SHARPLESS: What is the |ikely outcone
if you don't narrow those set of issues? Then what are we
dealing with in terms of timng on the other end? If we just
say, oh, the heck with it, you know, we're just going to
adj udi cate everything and we let all that stuff happen in the
Final Staff Assessnment. \What does that do in terns of
timng?

M5. HOUGH It nakes your hearing process nuch nore
cunbersone. You end up with many nore days of hearings
because you're resolving issues in hearings that could have
been resol ved i n workshops between the i ssuance of the PSA
and the FSA. The FSA is staff's testinony that goes to
hearings, it's what people respond to. It's what the
applicant will respond to, it's what CURE will respond to,
it's what other agencies will respond to.

If we get a chance to get a draft out of that first
we may end up adjudicating the sane issues but the
adjudication is likely to be much nore focused and it's al so

likely to be much neater in terns of the arguments. Things
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will be much nore clearly laid out for the Conmttee as a
result of having put out the PSA first and having had a
chance to get comments and to have workshops on it.

MR JOSEPH. | think there is nore than a one-to-
one benefit in time between the PSA and the FSA in ternms of
t he bal ance between those days and hearing days. The
informal setting is nore productive than the formal setting
in resolving issues.

HEARI NG OFFI CER VALKOSKY:  Conmi ssioner, | woul d
have to agree with that because the PSA as it's evol ved over
the last 15 years of practice at the Conmm ssion has proved
its usefulness. Just to reiterate what Ms. Hough said, it's
certainly -- A good PSA |eading to an FSA, a good FSA,
focuses the evidentiary hearings, limts their scope, limts
their days and al so when the Commttee is deliberating it
actually limts the nunber of itens in nost cases that the
Commttee actually has to spend extensive tine deliberating.
So it's away that if it works well it saves tine.

COW SSI ONER SHARPLESS: Does the applicant have
any thoughts?

MR THOWPSON: Yes. | don't think it's -- | don't
think it's an either/or proposition. 1've had cases in this
Comm ssi on where we did have one staff analysis and there
were issues that were able to be resolved after the staff

anal ysis came out. |'mnot suggesting that for this case.
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But what |'m suggesting is that the time limt for
i ssue resolution does not start on a day certain after
i ssuance of the PSA and end on a date certain before the FSA
| think it's a continual effort on the part of the parties to
try and sharpen and resol ve issues before we cone to you for
hearings. And indeed in cases that |'ve been in that has
occurred after hearings, after the Presiding Menber's Report
has come out, and in one case that 1'd like to forget, |
t hink, occurred after the Draft Decision came out. So issue
resolution is not sonething that we have a start date and end
date. This is sonmething that when we get the go-ahead, which
has often been the PSA, we start those discussions with staff
and other interested parties and will continue themuntil we
can reach resolution or itenms conme to you

COW SSI ONER SHARPLESS: Having said that, and |
certainly think that that is probably very nuch the case, |
trust what you're saying, it still gets down to, | think, the
issue that we find ourselves currently in, which is to keep
t he process going, nove the issues along where they have the
anal ysis and there's sonething that you can start the process
on rather than delay the PSA for May 15t h.

But obviously there's going to be a ot of critical
path issues that won't be in that PSA so then the issue
becones, given that, the staff is recommending a second PSA

which allows for that analysis to occur with the critical
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path issues. That then, if | understand what staff is saying
and Stan Val kosky, is that that helps to then focus the
issues for the Final Staff Assessnent. And | think that's
really where I"'mtrying to pronpt some response fromyou, the
value of that. And if in fact you feel that that value
exists then there is a time elenment involved init.

MR THOWPSON: That's exactly right. | don't know
that it matters to me whether or not staff cones out with a
two-part PSA or a revised PSAwith the initial resolved itens
init, I"'mnot sure that | have an opinion on that. But | do
think that the critical analysis that the staff is undergoing
right nowin all of the areas is a necessary exercise on
their part, the product of which is the staff analysis, P or
F. And it's that staff analysis that is critical to our
commenci ng our discussions for the resolution of issues.

So I"'mnot sure I"'mstill answering your question
but nunmber one, | woul d advocate issuance of the PSA on My
15 or whatever appropriate date with whatever sections they
have in it. Nunber two, | would advocate issuing a PSA,
think, on the areas that are unresolved at a date when staff
can issue it and we will take the time after those two
docunents hit the street to resol ve issues.

HEARI NG OFFI CER VALKOSKY: Ckay. But M. Thonpson,
and | think this is, you know, actually, inny viewit's the

root of the problem \Wether or not you have a PSA, okay,
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depends on when you get the information in. Because we all
agree that the Final Staff Assessnent, that docunent
containing the testinmony, is the one which we're all going to
legally react to, okay. Now, to have an advanced version of
that, having a PSA -- And again, staff is prepared to rel ease
it on half of the areas and is not prepared to release it on
the other half of the areas. Their response to that is
because they don't yet have enough information to release it
on the second half of the areas, you know.

So you've got a timng question here which of
course is a scheduling question, ultimately. Because
dependi ng on when they get the information to prepare their
PSA that is then going to have another effect on when the FSA
comes out, which is the docunent that we actually need. So |
t hi nk, you know, when it really conmes down to it you can cal
t hese docunments anything you want, you can stage them any way
you want, what it really comes down to is when can they get
the information that they need, you know. Not only to do a
PSA but, you know, ultimately to do an FSA

MR THOWPSON: | absolutely agree.

HEARI NG OFFI CER VALKOSKY: That's it.

MR THOWPSON: And part of the reason | was
advocating del ayi ng the schedul e beyond the PSA for two or
two and a half weeks is because | am hopeful that a nunber of

t he outstanding data deficiencies, positions, whatever, we
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can provide in that tine and we'll have a better idea of
schedule in two and a half weeks or so.

HEARI NG OFFI CER VALKOSKY: (kay. Does the staff

share those concerns? Does the staff share M. Thonpson's

opti m sn®

MS. HOUGH. No.

HEARI NG OFFI CER VALKOSKY: No?

M5. HOUGH We've had trouble getting data. And
whet her we want to call it trouble communicating or trouble

getting the information, so far it's been a pretty arduous
process. 1'd like to think it's going to be changed but if
you had to ask me if | had confidence that it's going to
change tonorrow | can't say yes.

HEARI NG OFFI CER VALKOSKY:  Well, | think we had a
-- not a tonorrow date but we had a period of two and a hal f
weeks in there, | believe. Fromny point of view do you
t hi nk, based on the discussions you' ve had today and based on
sonme of the information that's supposed to conme in, certainly
no later than May 7, do you think that will --

|'s there a reasonable possibility that it wll
change your mnd as to the rest of the schedule if the
Committee were to defer issuing any sort of schedule inits
next Order and rather first held a conference to discuss
that? If we come back here in two weeks or two and a hal f

weeks are we going to get different answers? Are we going to
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get answers showi ng nore progress or are we going to be in
the same place? That's, | think, what | really want to know.

MR BUELL: | would have to concur with Caryn's
assessment that we're likely to be in the same place. Wth
all due respect to the applicant | woul d hope that next
Thursday we'll sit down, we'll have progress made and we'l|l
resolve a lot of issues but there's a |ot of issues to be
resolved. | think we're going to end up on May 11th, which
was the tentative day | think for the conference the
Committee was tal king about, in a situation that's very
simlar to where we are now, talking about a PSA in four days
that's not going to be conplete on nost areas. Excuse ne, on
sone areas.

HEARI NG OFFI CER VALKOSKY: M. Joseph, your
i mpressi ons?

MR JOSEPH. | think perhaps the way to crack this
nut is to take staff's suggestion in their status report
whi ch | thought was very, very good and that's a perfornmance-
based schedule. Don't decide up front how |ikely
M. Thonpson's prediction is. Conme up with a list of things
whi ch have to be provided and then start the clock from when
t hey' re provided.

HEARI NG OFFI CER VALKOSKY: Right, and |'mjust --

MR JOSEPH. Then it's in the applicant's hands.

HEARI NG OFFI CER VALKOSKY: | understand that but it
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seens to ne that after today's discussion we have a little
nore identification of sone of those itens yet, okay. W
don't know for sure, for exanple, what the DTSC process is,
let alone howlong it's going to take. M. Wl finger has
until May 7th to tell us when he thinks he'll be able to
identify the offsets. You know, things |like that.

|'mnot ruling out the concept of a performance-
based schedule, | just wonder if it is still yet premature to
specify the items for which performance will be expected.
That's all. You know, if we wait another two and a half
weeks will we nmake progress toward identifying those itens or
actual ly having sone -- possibly supply sonme of them That's
what it cones down to in ny mnd.

MR JOSEPH. The answer to your question truthfully
is, | don't know.

HEARI NG OFFI CER VALKOSKY:  Yes.

MR JOSEPH. And | would expect if we have a
conference in two and a half weeks, | would expect to cone in
here with a list of the itenms which have to be obtained, you
know, the performance itens which have to be obtained. Rick
Buel | has got an excellent start in here with his |ist of
ei ght itens which cause them concern.

HEARI NG OFFI CER VALKOSKY: Yes, page 14, page 15.

MR JOSEPH. Right, page 14. And | think, you
know, | would start with that list. And the list nay be
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conpl ete, maybe there's one or two things which we can cross
of f, maybe the FAA issue will be taken care of very quickly.
But | think that would be the framework for deciding
specifically what itens need to be produced in order to start
t he cl ock.

HEARI NG OFFI CER VALKOSKY: M. Thonpson, how do you
feel about the concept of a performance schedul e? Not
necessarily including the itens set forth in M. Buell's
docunent but the basic concept. In other words, we could
establish a schedul e based upon the expectation that certain
data woul d be submitted by a tinme certain and we coul d then
subsequently schedule it.

MR THOWPSON: M only difficulty with that is that
it would tend to, or it could take sone of the pressure off
t he communi cations that | believe are absol utely necessary
bet ween the staff and ourselves. W have had difficulty
trying to reach accord on what is required of us and today is
probably the best day that we have had as far as getting
information fromthe staff on what we need. That's why |
woul d advocate nore days like today. |If it is all on our
side of the table I think that we fall into the issue of
continuing again to see eye-to-eye with the staff in
resol ving those information difficulties.

And frankly, anong the eight issues here there are

sone that are not anywhere on our side of the table. |If the

Capitol Electronic Reporting
(916) 967-6811



© 00 N oo o b~ w NP

N NN N NN R B R R R R R R R
a N W N P O © 0 N O O » W N B O

230
staff wants to go to a federal agency and question the
cal cul ation that the federal agency uses, |I'mnot so sure
that those kinds of things should be on our side of the
table. That we should --

HEARI NG OFFI CER VALKOSKY: | understand that and |
said, don't, you know. Don't fixate on the itens that staff
has specified, I'mjust asking about the concept of a
performance schedule. In other words, the Commttee is going
to at sone point realize that it needs certain data and that
for the rest of the process to flow, either on this tinme line
or an extended time line that this information has to be in
at a certain time. As you well know, we get farther down our
process, there are tinme periods that are set by statute and
regul ation the Conmittee has no control over. So, you know,
that's got to be factored in. So what |'masking is the
basi c concept of it.

MR THOWPSON: | don't think we have any probl em
with the basic concept. W'd like to obviously work on the
del i neation of the issues and -- |I'msounding |ike a broken
record but no one knows what a record is anynore, |'m
sounding like a broken CD. But if we had another couple
weeks, not only to work on that but on the information
requi rements we'd be better off, | think.

HEARI NG OFFI CER VALKOSKY: Ckay, so then if the

Committee were to find it possible to schedule a conference
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in a couple of weeks that would be one of the things that in
your view would be appropriate to discuss?

MR THOWPSON:  Yes, we could cone prepared to
talk --

HEARI NG OFFI CER VALKOSKY: The specific itens of a
per f ormance schedul e?

MR. THOWSON: Yes. Yes.

MR BUELL: Stan, if | mght make one response to
the applicant. | think the record speaks for itself, | won't
bel abor this point. Staff believes it has attenpted on every
occasion that it has cone before us to identify the
informati onal requirenments, the outstanding information to
the applicant. | think the record speaks for itself and |
w |l say no nore.

MR WOLFINGER |I'd like to just say that we would
i ke to have neetings every two weeks, we have a direct face-
to-face with the staff to comunicate better. |'mrequesting
that as the applicant, that sonmehow it get set up and that we
can do that.

COW SSI ONER SHARPLESS: Every two weeks with
staff?

MR WOLFINGER Wth staff. Preferably here. |If
they want to hold nore neetings down in Victorville that's
fine but so that if there are issues we can call sonebody and

actually talk about it when there are not tine constraints
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and issues like that. W think that woul d be very good. The
other thing is that there are two pretty big open itens where
we still don't know what's needed and that's the water and
the gas pipeline. And | think that -- You know, that's part
of what we're going to work on on April 30th so --

HEARI NG OFFI CER VALKOSKY:  Thursday. Thur sday,

right?

MR WOLFI NGER: Yes, Thursday. So | nean, let's go
also -- | think when we tal k about the schedul e and how it
wor ks, | mean, who knows, it may be even |longer, you know. |
think there's still a couple of issues out here that we're

not even sure how broad it is and | think it would be good to
have sonething in the mddl e of May and have sone of these
t hi ngs, have the water and at |east the pipeline to
understand if there are bigger issues out here that we --
HEARI NG OFFI CER VALKOSKY: And some of the data
requi rements on that | assunme logically --
MR WOLFI NGER Then we'll have the other ones.
HEARI NG OFFI CER VALKOSKY: -- could logically
become part of any sort of performance schedul e that was --
MR WOLFINGER R ght.
COW SSI ONER SHARPLESS: Agai n, when was the
wor kshop for the transm ssion study? |'msorry, | know
asked you that before but |I've lost where | wote it.

MR BUELL: W have not schedul ed that workshop yet
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and the tentative date woul d be May 22nd.

COW SSI ONER SHARPLESS:  Ckay.

MR JOSEPH. After My 22nd.

COW SSI ONER SHARPLESS: After May 22nd because the
22nd is the date of the ISO is that it?

MR BUELL: You're right, thank you.

COW SSI ONER SHARPLESS: Great, okay. | really want
to thank the applicant and staff and CURE and ot her parties
for their patience with the Conmttee today in wal king us
t hrough and di scussing these issues. W wll of course | ook
forward to what we receive as a result of your deliberations
on Thursday, it will give the Commttee an opportunity to
further define what it is that we think we -- how we need to

proceed. W are |ooking at the possibility of another

conference sonmetine in May, we'll see how that works and what
the proper timngis. | think the Conmttee will be com ng
out with a witten statenent -- Do we call them Orders, Stan?

HEARI NG OFFI CER VALKOSKY: Let's see. |If the
Committee decides to schedule a conference we'll fill out a
Noti ce and an Order.

COW SSI ONER SHARPLESS: Right, okay. Anyway, stay
tuned. Again, | hope you can catch your planes back to where
you' re going and thank you very nuch, we are adjourned.

(Thereupon the conference concluded at 4:12 p.m)

--000- -
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