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EXHIBIT E

Statement of Overriding Considerations

The California State Lands Commission (CSLC) adopts this Statement of Overriding
Considerations with respect to the impact identified in the Final Environmental Impact
Statement/Environmental Impact Report (FEIS/EIR) that cannot be reduced, with
mitigation stipulated in the FEIS/EIR, to a level of insignificance. This includes the
following impact:
> Vegetation Resources: Vegetation Communities of Special Concern or Value
(Yucca, Cactus, and Agave Communities).

Specifically, the FEIS/EIR found that project construction or operation would disturb a
substantial portion of the yucca, cactus, and agave communities within the Mojave
Desert region to the point where natural or enhanced regeneration could not restore
these communities to their pre-construction condition within 3 years. Although not listed
pursuant to the California Endangered Species Act (CESA), the species within these
communities are an important part of the desert ecosystem, and provide food, shade
and cover for numerous desert-dwelling animals.

Kern River Gas Transmission Company's (KRGT) proposed treatments for yucca,
cactus, and agave communities would reduce impacts on these species, and should
provide the foundation for long-term restoration of these species. These conservation
measures are described in a detailed California Reclamation Plan, which has been
reviewed and approved by the California Department of Fish and Game (CDFG). In
addition, KRGT would adopt the qualitative and quantitative procedures and protocols
from the Bureau of Land Management's (BLM) Draft Restoration Success Standards
and Monitoring Plan. However, based on the low survival rate of these communities
after construction of the original pipeline and the uncertainty of the success of KRGT’s
proposed transplantation efforts for these species, a long-term reduction in special
concern vegetation communities could occur. Therefore, the potential impact on these
species could be significant.

The Kern River 2003 Expansion Project is designed to provide transportation service
between Central Rocky Mountain region gas supplies in Wyoming, to natural gas
markets and pipeline interconnects in Utah, Nevada, and California. Energy shortages
in California, coupled with KRGT's access to these gas supplies and attractive
transportation rates, have stimulated the development of many new natural gas-fired
power plants along the existing KRGT interstate pipeline system. Many of these power
plants have start-up dates scheduled for mid 2003. In early 2001, KRGT sought
commercial interest for additional expansion capacity. In response, KRGT executed 18
binding transportation service agreements with 17 shippers for 902,626 dekatherms per
day of incremental firm service commencing May 1, 2003. Approximately 78% of the
capacity is contracted for 15 years; the remainder is contracted for 10 years. Over 95%
of the capacity has primary delivery points in California. Nearly all of this capacity is
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Exhibit E: Statement of Overriding Considerations

projected to be used to serve existing and new power generation markets in California
and Nevada. The proposed expansion would involve construction of 186.2 miles of
pipeline, modification of one existing compressor station, and modification of four
existing meter stations in California. Of the 186.2 miles of pipeline, 178.8 miles would be
constructed adjacent to the existing pipeline system. Another 2.8 miles would be
constructed adjacent to existing powerlines.

The CSLC hereby finds that the Kern River 2003 Expansion Project will have benefits to
the State of California, including the following.

e The project will provide increased and more reliable energy supplies, thus
helping to alleviate future natural gas shortages in California.

» Addition of construction jobs could benefit the local economy. Specifically, the
project will provide employment for:

o 400 to 450 workers on each pipeline construction spread for the duration
of construction (between 4 to 6 months per spread);

o 50 to 90 workers at the modified Daggett Compressor Station for the
duration of construction (about 7 months); and

o 3 to 10 workers at each of the modified meter stations for the duration of
construction (about 3 months at each station).

o The project would provide about $3.1 million annually in property tax revenue to
the State of California.

Furthermore, the CSLC finds that all mitigation measures, developed in conjunction with
State and federal resource management agencies and identified in the FEIS/EIR, have
been imposed to avoid or lessen impacts on special concern vegetation communities
(i.e., yucca, cactus, and agave communities) to the maximum extent possible. These
measures include pre-construction identification of species suitable for salvage within
the construction right-of-way and temporary extra workspace areas. Salvagable plants
would be dug up and temporarily stored in non-construction areas. Following
construction, KRGT would transplant these plants back onto the right-of-way. Survival
rates for the large plants, particularly Joshua trees, can be low; however, it is
anticipated that some plants would survive. KRGT would implement additional
treatments to improve the success of transplanting Joshua trees, such as the use of
Driwater™ time release gels and Superthrive™ rooting hormone. Additionally, plants
that do not survive would be beneficial to the reclamation process as vertical muich.
Vertical mulching would encourage the recruitment of native seeds, provide forage and
cover habitat for native species, discourage colonization by invasive or exotic species,
and reduce off-highway vehicle use along the right-of-way. In California, all succulents
within the disturbed area would be salvaged. Fifty percent of the succulents to be
salvaged, generally the individuals considered by KRGT to be too large or too small to
be feasibly transplanted, would be moved to a BLM nursery with the remaining 50%
transplanted back onto the right-of-way.
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Exhibit E: Statement of Overriding Considerations

The FEIS/EIR evaluated a number of alternatives to the proposed project. None of the
alternatives was determined to be environmentally preferable to the proposed project
and/or able to meet the project's objectives and were eliminated from further
consideration.

Based on the above discussion, the CSLC finds that the benefits of the Kern River 2003
Expansion Project outweigh the significant unavoidable impact on special concern
vegetation communities that could remain after mitigation is applied and considers such
impact acceptable.

Supplemental Information

Notwithstanding the Commission’s adoption of the above finding, the Commission
reserves the right to assume control of the Reclamation Plan’s implementation should
revegetation for the specified species not achieve the success levels in the timeframe
outlined in the California Reclamation Plan (Appendix V of the FEIS/EIR). To this end,
KRGT has agreed, pursuant to CSLC lease conditions, to provide a non-cancelable
reclamation performance bond or letter of credit in the amount of $1,334,000 prior to the
start of construction in California.’ Although not assured, this additional effort may
achieve the restoration levels deemed acceptable by resource agencies as specified in
the FEIS/EIR.

! The amount of the rectamation performance bond was calculated as follows:
e 78.17 miles of pipeline on non-federal lands in California x 90-foot maximum corridor width =
approximately 852.8 acres of non-federal lands to be restored.
e 852.8 acres x $1,563.49/acre (KRGT's contracted costs for seed, seed application, cactus
salvage/transplant, and monitoring) = $1,333,344, which is rounded up *~ ©* 224 nnn
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