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PROCEEDINGS

CHAIRPERSON BUSTAMANTE: Call the meeting of the
State Lands Commission to order.

All the representatives of the Commission are
present. And I believe we have a presentation by the
President of the Port.

How are you, sir?

MR. VAN DEVENTER: Thank vyou. It's a pleasure to
have you here in San Diego again. You're getting to be
quite a guest, Friday night and now here on Monday. We
really appreciate having you. It has been a pleasure to
have you here.

We also will provide you with an update of the
South Bay Power Plant and the Port's financial status. We

appreciate having the opportunity to do that later on in

the agenda.

Thank you very much.

CHAIRPERSON BUSTAMANTE: Thank you, sir.

I am Lieutenant Governor Cruz Bustamante, Jjoined
here today by Controller Steve Westly and Shelley Mateo
representing the Department of Finance.

For the benefit of those in the audience, the
State Lands Commission administers properties owned by the
state as well as its mineral interests. We hear proposals

concerning the leasing and the management of these public
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properties.

The first item of business will be the adoption
of the minutes from the Commission's last meeting.

May I have a motion to approve the minutes?

COMMISSIONER WESTLY: So moved.

ACTING COMMISSIONER MATEO: Second.

CHAIRPERSON BUSTAMANTE: Let the record show it's
a unanimous vote, they have been unanimously adopted.

The next order of business is the Executive
Officer's Report.

Mr. Thayer, can we have your report.

EXECUTIVE OFFICER THAYER: Good afternoon, Mr.
Chair and members of the Commission.

I'd like to cover just two items. First, when we
were last here in San Diego, there were a number of
citizen groups that made presentations during the public
comment period. And I wanted to briefly cover how we
responded in the interim to the issues that they've
discussed.

I think there are three main issues that came up.
One had to do with the South Bay Power Plant. There were
a number of concerns about when that plant would be
replaced, how long it would stay on the waterfront. Some
of the Commissioners of course had similar questions about

that issue. We prepared a staff report and worked closely

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




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

with Duke and the port in terms of determining the length
of time that it would take to build a new power plant and
also to determine the relationship between Duke and the
port and finally the jurisdiction of the Commission in
this matter. And I think our response is contained within
the staff réport. It's a public document for this
Commission meeting and will be discussed later.

The second issue that they raised the Chula Vista
Bay Front Development, their proposals by a developer
there to put in a major new development along the
waterfront. There are several citizens groups that are
interested in seeing that some sort of swap could be
conducted with the port so that the developer would
develop lands that perhaps would be less environmentally
significant and some of that waterfront could be kept as
wetlands. We've been working with those citizens groups
on the legal issues involved; and, in fact, we'll be back
next month to be part of the workshop that they're
conducting.

So we're continuing to provide that service, to
provide advice on what technically is necessary to come up
with a swap that can pass muster.

We should point out that ultimately of course
that what we're talking about here are not state tidelands

anymore but granted lands to the port, and that any

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




w N

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

proposal for a swap would have to come from them, but we
would then have the authority to approve or disapprove.
But, again, the citizens groups were interested in finding
out what the parameters of that swap would be and so we've
been -- trying to be helpful to them in the matter.

CHAIRPERSON BUSTAMANTE: Well, is this the --
parts of the L.A. Port?

No, this is down here in San Diego where there's
some proposals for development of Chula Vista, and the
port has --

CHAIRPERSON BUSTAMANTE: Okay. Thank you.

EXECUTIVE OFFICER THAYER: And then, finally,
there was some concern expressed about sediment
remediation at the Campbell Shipyard. The port has
development plans for the shipyard. And there have been
studies to indicate that there are sediment problems
there. They're going to need to comply with the Regional
Water Quality Control Board mandates on that. And
ultimately any dredging that would occur there would
require approval from the Commission.

So we think that that process is still working
its way forward through the Regional Water Quality Control
Board and their review and ultimately will come before the
Commission as a separate matter as well. And we'll

continue to work with the groups.
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Any questions on this item?

Then the last thing I wanted to mention is that
at our last meeting the Commission adopted a resolution
opposing the inclusion of the offshore oil and gas
inventory. The Senate version in the U.S. Congress of
that energy bill provided for this inventory, which has
been widely perceived as sort of a foot in the door, a
first step towards potential renewed offshore oil and gas
leasing and then development off of a number of coasts in
the United States. But particularly of concern to us of
course was off of California.

At this point, there isn't a final resolution of
that issue. Over the last couple of weeks the conference
committees of both houses of Congress have been meeting on
this. And there's been a lot of public debate about that
issue. A resolution did pass -- a motion did pass in the
House directing that its representatives on the conference
committee oppose inclusion of that provision. So there's
some hope that that will be the final result.

Copies of course of the resolution that you all
adopted were sent to all of the congressional delegation
in California, the President, and then the important --
committee chair and congressional leaders. And we'll let
you know what the final disposition of that is.

CHAIRPERSON BUSTAMANTE: Yeah, you've already
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been informed by the Commission of the strong position
they have on offshore o0il drilling. So keeping us
constantly informed on this issue so that we don't get any
surprises would be --

EXECUTIVE OFFICER THAYER: Absolutely. We'll
make that we do that. |

CHAIRPERSON BUSTAMANTE: Thank you.

EXECUTIVE OFFICER THAYER: That concludes --

CHAIRPERSON BUSTAMANTE: If there's something
else that we should be doing, whether it's as a commission
or individuals, to reinforce that, even to the point of
showing up at hearings and to testify in those kinds of
activities, you should let us know as well.

EXECUTIVE OFFICER THAYER: I will do that.

And that concludes the Executive Officer's
report.

CHAIRPERSON BUSTAMANTE: Okay. We're at the
consent calendar.

Does anybody have any issues with the consent --
either staff or any of the other members of the
commission?

EXECUTIVE OFFICER THAYER: There are several
items that the staff will be removing.

C 11 is one that we haven't finished work on.

C 50 involves some artifacts that have been
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recovered on state lands in the Owens Lake. And staff
would like to take additional time to ensure that the
native American groups that might be concerned would be
consulted. So we'd like to take that one off.

CHAIRPERSON BUSTAMANTE: That's C 11 and C 50°?

EXECUTIVE OFFICER THAYER: Yes.

C 4, we've received a couple of letters of
opposition. This is a gas pipeline proposed by Santa Fe
and Kinder Morgan. And we'd like to hear that on the
regular calendar today.

CHAIRPERSON BUSTAMANTE: Okay.

EXECUTIVE OFFICER THAYER: And then, finally, we
would note -- well, two additional items at the request of
the Controller's office. There are two items that deal
with offers to dedicate at Malibu, as I understand, you
have some concerns about. And because of some legal
technical points, we've consulted with our staff who have
looked at the offers to dedicate. And there will be no
problem with putting them over. They won't expire, so
they won't be a threat to the public access that they
would provide by hearing it at the next meeting.

CHAIRPERSON BUSTAMANTE: And those numbers are?

EXECUTIVE OFFICER THAYER: Nineteen and
twenty-eight, I believe.

CHAIRPERSON BUSTAMANTE: Nineteen and --
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EXECUTIVE OFFICER THAYER: -- 28.

CHAIRPERSON BUSTAMANTE: -- 28.

COMMISSIONER WESTLY: Right.

EXECUTIVE OFFICER THAYER: And then one other
item would be RTO, which is on regular calendar, Item 63,
we've put that in the regular calendar because at the time
we were forming the agenda we had some opposition on the
record. We've since learned that those folks who had
opposed that item have dropped their opposition. And so
if there's no objections from the Commission, we would
move that to the consent calendar.

CHAIRPERSON BUSTAMANTE: Sixty-three from to
consent -- sixty-three from regular so consent?

EXECUTIVE OFFICER THAYER: Regular to consent.

And then --

CHAIRPERSON BUSTAMANTE: Any objection from --

COMMISSIONER WESTLY: No.

CHAIRPERSON BUSTAMANTE: Any objections on any of
the consent items to be removed from anyone?

I also wanted to talk about Item 34, paul. Is
there any problem with moving C 34 to the next meeting?
Will it create any problems?

EXECUTIVE OFFICER THAYER: Let me just ask --

CHAIRPERSON BUSTAMANTE: It just seems a little

odd that we're in San Diego and making a decision about
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something that's taking place in San Francisco, that I'm
sure people there would like to be able to talk about.

EXECUTIVE OFFICER THAYER: I haven't had a chance
to talk with the applicant on that yet. But I believe
there are representatives here who could state informally
and quickly whether that presents a problem.

CHAIRPERSON BUSTAMANTE: Is there a
representative --

EXECUTIVE OFFICER THAYER: -— from the Port of
San Francisco?

CHAIRPERSON BUSTAMANTE: State your name.

MR. RHETT: Byron Rhett, Planning Director for
the Port of San Francisco.

Yes, we are very close to closing on the lease
for this first phase of development, the 140 or so
condominiums. We're hoping to complete the closing the
end of this year and be able to start construction on the
project early next year. So we would hope to secure your
approval today. And delay to another meeting would
seriously affect our schedule.

CHAIRPERSON BUSTAMANTE: When would be the next
meeting that we would have?

EXECUTIVE OFFICER THAYER: We're presently
schedules to have one December 9th. And we were looking

to potentially do that in San Francisco.
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CHAIRPERSON BUSTAMANTE: It seems to make sense
to move it to San Francisco in December.

MR. HERTZFELD: Excuse me. I'm the proponent
working on the project.

My name 1is Robert Hertzfeld from the San
Francisco Cruise Terminal LLC.

Our financing is all lined up. If we move it to
December, we have to take approximately four months before
we could get a clear title action. That would
significantly delay the project and put the project at
risk.

CHAIRPERSON BUSTAMANTE: How would it
significantly delay?

MR. HERTZFELD: Because you need to -- the
Governor has to sign the approval. Plus you have to wait
approximately four months for an action for judicial
validation in order to clear title to it. So we wouldn't
be able to start the project until basically April. And
the financial deal would be placed in jeopardy.

CHAIRPERSON BUSTAMANTE: This is the half acre?

EXECUTIVE OFFICER THAYER: Yes.

Another possibility of course is where there have
been business exigencies that require us to act sooner
than our next regular scheduled meeting, we would

occasionally schedule meetings in the interim as well.
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MR. HERTZFELD: Supervisors of the City of San
Francisco. They passed legislation approving this with
the knowledge that it would be on their calendar today.

CHAIRPERSON BUSTAMANTE: Well, it's a major
project. And I know that the $9 million that we need for
the proprosal is important for the other piece for the
port.

I guess the folks in San Francisco -- I hope
they'll understand.

MR. HERTZFELD: Thank you.

CHAIRPERSON BUSTAMANTE: We'll go ahead and
withdraw my action to take off consent.

MR. HERTZFELD: Thank you.

CHAIRPERSON BUSTAMANTE: Anything else?

EXECUTIVE OFFICER THAYER: We also have a speaker
slip here that says Mr. Bowman would like to speak on all
of the offers to dedicate, Items C 18 through C 30. So --

CHAIRPERSON BUSTAMANTE: Even those that have
been pulled?

EXECUTIVE OFFICER THAYER: Those would include
those two. But I'm not sure if -- you might ask him
whether his concerns are addressed by removing those two
items.

CHATIRPERSON BUSTAMANTE: How about if we ask him

when they come up?
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EXECUTIVE OFFICER THAYER: These are consent.

CHAIRPERSON BUSTAMANTE: Well, do you want to
just speak generally on all of the consent items?

MR. BOWMAN: If I may.

CHAIRPERSON BUSTAMANTE: Yeah, go ahead.

MR. BOWMAN: I'll be very brief.

Good afternoon, Mr. Chairperson and the
Commission. My name is John Bowman with the law firm of
Jeffers, Mangels, Butler & Marmaro.

I'm speaking today on behalf of our clients, Mr.
Blair Frank, who is the owner of the property identified
in Agenda Item C 19, and also Mr. and Mrs. Greg Nathansen,
who are the owners of property identified in Agenda Item C
28.

" We very much appreciate the fact that those two
items will be continued. I would simply ask that -- very
respectfully, that this Commission consider, number 1,
continuing that item for a period of 60 days rather than
30. We have literally just been retained by these
individuals. They've asked for our advice, opinions, and
consultation on this matter, which we have not had a
chance to --

CHAIRPERSON BUSTAMANTE: Well, the next meeting's
going to be December. So --

MR. BOWMAN: Oh, the meeting's in December.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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Okay. So it's 60 days continue -- I'm sorry.

Okay. Thank you.

The second item I would ask that you consider is
that all of these items, basically items 18 through 30, be
put over for the same period of time. Even though we
represent the owners in only two of these items, we have
not had a chance to look at how some of the other items
may relate to the offers to dedicate as they affect our

clients' properties specifically whether they're adjoining

nearby. It could possibly have some bearing on the legal
issues. So we would ask that all of those items be put
over. And, again, I think in each case we're looking at

offers to dedicate that might expire for many years, so we
don't believe there would be any prejudice to putting all
I think it's 13 items over.

CHAIRPERSON BUSTAMANTE: Yeah, and I would be
opposed to that, that I believe would be -- other members
of the Commission, 1s there any support for this proposal
all of those items?

COMMISSIONER WESTLY: In deference to the
gentleman from the public that just spoke, we're strongly
supportive of holding over items 19 and 28 we discussed,
not all of the items.

CHATRPERSON BUSTAMANTE: Doesn't look like you

have any votes here, sir. S0 we'll go ahead and move
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those two items in abeyance until the next meeting. And
the others will remain on consent.

EXECUTIVE OFFICER THAYER: Mr. Chair, there is
one last individual who has put in a request to speak only
if items were taken off consent from the offers to
dedicate. And that's a Mr. Hoye. I don't know whether he
still needs speak since --

MR. HOYE: No, I'm fine.

CHAIRPERSON BUSTAMANTE: No?

Okay.

EXECUTIVE OFFICER THAYER: Sorry for the length
on that. But that takes care of all the housekeeping on
the consent.

CHAIRPERSON BUSTAMANTE: Ckay. So we have a
consent calendar?

EXECUTIVE OFFICER THAYER: Yes, sir.

CHAIRPERSON BUSTAMANTE: Is there a motion?

COMMISSIONER WESTLY: So move.

ACTING COMMISSIONER MATEO: Second.

CHATIRPERSON BUSTAMANTE: Let the record show that
there's a unanimous vote on the consent calendar.

The first item of business.

And does staff have any particular order that
they would prefer at this point? Because we do have one

item that was taken off of consent on to regular, which is
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C 4
Do you want to do that at the end? Is that --
EXECUTIVE OFFICER THAYER: We have -- 1
appreciate the Chair bringing that up. We have a couple

staff people who need to be involved in that who also are
required to be in Bakersfield tonight on staff business.
And so 1f we could take that up first, that would be

great.

CHAIRPERSON BUSTAMANTE: Well, why don't we take
it up after 61 then, which is the San Diego Unified Port
District, Item Number 61. Then we'll take it up after
that item. C 4 will follow 61.

Please, No. o61l.

Mr. Thayer.

EXECUTIVE OFFICER THAYER: Item 61 is a review of
the financial status of the Port District here in San
Diego. This item was put on the calendar at the request
of the representative from the Department of Finance.
Staff has prepared the report. It's an informational item
only.

I would note that this item has engendered a lot
of interest because about ten days ago we'd gotten a
request here at the Commission from the airport to review

the possibility of transferring some parcels from the port
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to the airport. And there has been some suggestion that
this item may be close enough in subject matter to that
request, that it all has to do with finances, that someone
suggested it's being put over.

If the commission wants to go forward, I would
have Dave Mercier from our staff make the presentation.

CHAIRPERSON BUSTAMANTE: Now, there's been
issues -- as you seem to indicate, that there are major
financial issues and land transfer issues?

EXECUTIVE OFFICER THAYER: Yes.

CHAIRPERSON BUSTAMANTE: S50 —--

EXECUTIVE OFFICER THAYER: The --

CHAIRPERSON BUSTAMANTE: Are you recommending we
take this item up for not?

EXECUTIVE OFFICER THAYER: I think it's at the
discretion of the Commission. But there are certainly --
there are financial implications to the request from the
port. And it could bear on the ultimate conclusions of
this report as to whether or not --

CHAIRPERSON BUSTAMANTE: And so why wouldn't we
just postpone it till the next meeting?

EXECUTIVE OFFICER THAYER: I think that makes a
lot of sense.

COMMISSIONER WESTLY: I'm strongly supportive of

that. This is a very complex issue and something we
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certainly need some discussion on.

CHAIRPERSON BUSTAMANTE: Again, it looks like the
impression of the Commission is that to postpone it until
the December meeting. Will that be enough time or are you
going to need time -- more time than that?

EXECUTIVE OFFICER THAYER: We would have as a
goal to return on December 9th. But because of the
complexity, I'd rather just say we'll bring it back as
soon as we can. And we'll probably be in conversation
with the Commissioners' offices with some of the
information that we've developed on this.

CHAIRPERSON BUSTAMANTE: Is there representatives
of both the airport and the port authorities here? Are
there representatives?

Could you both come up just for a moment.

Could you guys like figure it out.

{(Laughter.)

CHAIRPERSON BUSTAMANTE: I mean I know that there
are issues here. And I know there's a long history here.
And even though I'm not from San Diego, I know that there
is a lot of history here.

Is there a way that you guys can sit down and
figure out a consensus? Because what you're going to get
from us is a political answer. And if you want a

practical one, you ought to come here with --
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MR. HOLLINGSWORTH: Lieutenant Governor, I'm

Bruce Hollingsworth. I'm the President and CEO of the

port.

We do have a meeting between members of the
Airport Authority Board and the Port Board -- scheduled to
have a meeting on Thursday on this issue. And it is our

hope as well that this is something that can be worked out
at a local level. And I think the first part of that is
to sit down, understand each other's positions and work
towards a solution. So I would hope so.

And I'm not sure -- counsel, you might want to --

MR. LOBNER: Yes, I'm Bret Lobner, General
Counsel for the Airport Authority. And we're looking
forward to the discussion on Thursday regarding all of
these issues.

CHATIRPERSON BUSTAMANTE: Does that mean, yes, you
can come up with something?

(Laughter.)

MR. LOBNER: Most definitely.

CHAIRPERSON BUSTAMANTE: Excellent.

So we'll move that one until the next meeting in
December then.

EXECUTIVE OFFICER THAYER: December or whenever
we have enough information. If they're making progress,

for example, we'll hear it when we need to hear it.
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CHAIRPERSON BUSTAMANTE: Okay. So then you will
communicate with Mr. Thayer and the staff, and we'll
figure out if that's enough time. We really would like to
resolve this thing as quickly as possible. So if you
could have it done by the December meeting --

MR. HOLLINGSWORTH: We'll move it forward as fast
as possible.

CHAIRPERSON BUSTAMANTE: Thank you, gentlemen. I
appreciate it.

MR. LOBNER: Thank you.

CHAIRPERSON BUSTAMANTE: Okay. C 4 so we can get
your folks out of here.

EXECUTIVE OFFICER THAYER: Thank you.

This Item will be presented by Lorna Burks from
the staff.

MS. BURKS: Good afternocon, Commissioners.

My name Lorna Burks and I'm a Public Land Manager
Specialist with the State Land -- with the Land Management
Division. And I will be presenting background information
regarding the proposed item before you today.

The applicant for the project is SFPPLP, a
Delaware limited partnership. SFPPLP is owned by General
Partner Kinder Morgan Energy Partners, LP, and by Special
Limited Partner Santa Fe Pacific Pipeline, Inc.

The proposed project involves construction and
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operation of a new 20-inch petroleum products pipeline
extending from the existing SFPP Concord station in Contra
Costa County to the existing SFPP Sacramento station in
the City of West Sacramento in Yolo County, and
maintenance of an existing l4-inch petroleum pipeline
project known as Section Line 25, which is under the
Commission's Master Lease PRC 5439.

The proposed new 20-inch pipeline is to meet
projected demands for petroleum products in the
Sacramento, Roseville, Chico, and Reno areas by replacing
most of SFPP's existing 36-year-old l4-inch pipeline
between Concord and Sacramento.

The new pipeline will carry gasoline, diesel
fuel, and jet fuel. The total length of the new 20-inch
pipeline is approximately 70 miles.

The proposed new 20-inch pipeline will cross
state-owned land at Walnut, Grayson, and Pacheco creeks
and Cordelia Slough and Contra Costa and Solano counties.

Approximately 5,500 feet of the existing 1l4-inch
pipeline would continue to be used for the crossing of the
Carquinez Strait until such time that replacement with a
new 20-inch pipe using a single horizontal directional
drill is feasible.

In addition to the proposed new 20-inch pipeline,

a new l2-inch diameter pipeline branch, which is
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approximately 8/10 of a mile long, to service Wickland Oil
Company will be constructed to supply fuel to the
Sacramento International Airport. This pipeline would
connect to Wickland's existing 12-inch pipeline via its
metering station at a location north of West Capital
Avenue 1in West Sacramento.

After construction of the new 20-inch pipeline is
complete, with the exception of the portion across the
Carquinez Strait, the existing l4-inch pipeline will be
taken out of service. This procedure is estimated to be
complete within 60 days after construction of the new
20-inch pipeline.

SFPP would maintain the pipeline in
out-of-service status in accordance with the California
State Fire Marshal requirements until a decision regarding
final use of the pipeline is made. The existing 14-inch
pipeline could possibly be used for other purposes such as
waste water conveyance, a conduit for underground
electrical utilities, cable television, fiber optic lines,
telephone or data circuits, and other suitable service,
ones appropriate to CEQA document, has been prepared and
adopted.

To conclude, there are three actions that staff
is asking the Commission to take today. First is the

certification the Environmental Impact Report that has
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been prepared for the pipeline project.

The second action involves the amendment of
Master Lease No. PRC 5439 to remove the existing l4-inch
line from the lease and incorporate it into the new
proposed lease.

And the third action is to authorize issuance to
SFPP of a new lease for proposed construction of a new
20-inch petroleum pipeline.

Under CEQA, the California State Lands Commission
as the lead agency prepared an Environmental Impact Report
and a Mitigation Monitoring Program for the project. Mr.
Dwight Sanders, Chief of the Environmental Planning

Management Division will discuss the environmental

process.

Thank you.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Good afternoon, Commissioners.

And very briefly because I know this afternoon 1is
full. But I wanted to apprise you that the environmental

process started in February of last year with a public
scoping meeting; then in June of this year, notification
of the draft Environmental Impact Report. And proposed
comment meeting was mailed to 1393 entities, which
included landowners along the proposed pipeline route,

within 300 feet of that pipeline route. With a long
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linear project we have a goodly number of landowners and
entities involved.

That notice was also sent to environmental
Justice groups and government agencies and published in
local newspapers.

We had a public hearing in Fairfield in July of
this year. The draft Environmental Impact Report was
circulated from June 12th of this year to July 28th of
this year, a full 45 day-comment period.

And on October 3rd we mailed notification of the
availability of that final environmental document again to
approximately 1322 entities, which included, again,
landowners and the same type of folks that received the
notice of a draft Environmental Impact Report.

CHAIRPERSON BUSTAMANTE: Was there any -- wasn't
there some recent negotiations taking place just this last
week?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: We received two letters following the issuance
of the final Environmental Impact Report, one from Clark
Trucking Company located in West Sacramento that voiced
some concern with the proposed right-of-way near their
facility. We have been working with representatives of
that firm in trying to get the parties -- the applicant,

SFPP, and representatives of the trucking company --
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together to discuss their mutual concerns and interests in
this regard.

In the end that portion of the route will be
determined by the City of West Sacramento, presumably
using the environmental document that we are asking you to
certify today, so that that type of consideration can be
given to subsequent portions of pipeline.

The second letter was from the Costa Contra
County Sanitation District voicing concerns with the
routing of the pipeline through their property. The line
was proposed in an existing utility corridor with
approximately five pipelines currently in place. Again,
we have tried to work with the applicant and the Contra

Costa Sanitation District to get the parties together and

"see 1f there 1s some resolution to be had. The latest
information that we have -- and perhaps the applicant
could speak to it further -- but an offer to the Contra

Costa District has been afforded from SFPP to relocate the
pipeline in the event that the property is needed in 10 to
15 years for uses of the district.
So that is the last of at least information that
we have on negotiations in that regard, Mr. Chairman.
CHAIRPERSON BUSTAMANTE: What about with regard
to Clark?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
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SANDERS: There does not appear to be a resolution at this
point.

CHATIRPERSON BUSTAMANTE: What were their
concerns?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: They were concerned with -- first of all they
had a concern with notice. They indicated that in spite
of our efforts to mail it to them and other landowners in
that area, they indicate that they did not receive either
the notice for the draft Environment Report and the final
report and, thus, did not know of the project.

CHATIRPERSON BUSTAMANTE: Have they suggested any
substantial issues other than notice?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: They brought up the consistency of the project
with the recently adopted Sacramento River Waterfront
Master Plan. Ironically enough, both the pipeline and the
trucking company would be considered nonconforming uses
under that land-use plan, but the implementation of that
plan is really probably 5, 10, 15 years --

CHAIRPERSON BUSTAMANTE: They were grandfathered
in into the land-use plan.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: As a replacement pipeline, yes.

CHAIRPERSON BUSTAMANTE: No, I'm talking about
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Clark Trucking.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: It's an existing facility, sir.

CHAIRPERSON RBRUSTAMANTE: So they were
grandfathered in-?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Yes.

CHAIRPERSON BUSTAMANTE: So they are appropriate.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Well, yes, what's termed a nonconforming --

CHATRPERSON BUSTAMANTE: They're within --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: They're within -- with the existing -- they're
entitled to be there until the plan really gets in place.

CHAIRPERSON BUSTAMANTE: All right. I just to
make sure that it's clear that you're not saying that
they're --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: No, sir.

CHAIRPERSON BUSTAMANTE: -- operating out of --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: No, they're perfectly legal, have every right to
be there. And of course the SFPP -- the pipeline feels
they have the same rights.

CHATIRPERSON BUSTAMANTE: That way the Clark
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Trucking representatives don't have to come up and defend
themselves.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Well, he is in the audience.

CHAIRPERSON BRUSTAMANTE: I'd rather have it done
here than have any other problem.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Yes, Mr. Chairman.

The last issue that they brought up was an issue
of ingress-egress and safety for the employees. The
current --

CHAIRPERSON BUSTAMANTE: To what extent? I mean
what to you mean by safety for the employees?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: In the construction of line there will be
disruption of the roadway in which the pipeline is
planned. So for a period of one to two weeks there would
have to be flagers and, you know, diversion of traffic.
And there may be some inconvenience to the trucking
company as far as ingress and egress during construction.
After that, it's been -- concerns been voiced as to having
a 20-inch line carrying gasoline and diesel fuel or jet
fuel adjacent to his firm. And at present the existing
l4-inch line 1s on the west side of the trucking company.

The new pipeline right-of-way would be on the east side of
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the trucking company.

CHAIRPERSON BUSTAMANTE: Okay. Well, I guess
we'll let the Clark representative, Richard --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Mr. Cunha?

CHAIRPERSON BUSTAMANTE: Yes -- come in and talk
about the more substantial stuff.

Any else?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: No, sir, other -- I was going to go into the two
letters that. You've provided me the entree to do that.

CHAIRPERSON BUSTAMANTE: Do we have any other
questions by the Commissioners?

Okay.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Thank you, Mr. Chairman.

CHATIRPERSON BUSTAMANTE: Anything else by staff
on this before we go to public testimony?

EXECUTIVE OFFICER THAYER: I think the two
letters were in the packets, so they can be -- as well as
I think representatives are here from California. We also
have staff here, the engineers who reviewed the pipeline
for the safety issues, they are here for answering
guestions.

CHAIRPERSON BUSTAMANTE: Who would be the person
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that would resolve questions with regard to the piping
over, say -- that would endanger the water or underground
aquifers or river or any other kind of -- who would be the
person who would have dealt with that?

EXECUTIVE OFFICER THAYER: I believe that would
be the Regional Water Quality Control Board. But
Dwight --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Yes, Mr. Chairman, that's correct. The Regional
Water Quality Control Board would have jurisdiction in
that area.

CHAIRPERSON BUSTAMANTE: And those folks were
checked?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Yes. We received no comments from the Regional
Board other than -- I mean their comments were of the
nature of concern about the Rhodia parcel, not --

CHAIRPERSON BUSTAMANTE: There was nothing with
respect to either the expansion of additional lines along
a particular route nor the new routes that are being
proposed that would give any cause for pause or concern
with respect to anything dealing with water issues?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: No, sir. There 1s substantial mitigation

specified within the environmental document to not only
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prevent spills, but to respond to them. And that
documentation was provided to all of the pertinent
agencies that have jurisdiction.

CHAIRPERSON BUSTAMANTE: Okay. I guess we'll go
to public testimony, unless there's any other questions?

We'll go to public testimony then.

Mr. Cunha.

MR. CUNHA: Thank you, Mr. Chairman, Commission
members.

My name 1s Richard Cunha. I'm appearing on
behalf of the Clark Trucking Service, west Sacramento
California. We are a agricultural trucking company.
We've been established since 1957. We've been in this
particular location since 1961.

We haul up and down the valley from that

location.

As was mentioned earlier -- and I won't be
redundant -- I'm here to tell this Commission that notice
was ineffective. We never received any notices on this

project until the October 3rd notice.

I further checked with other people along the
route, families that own land fronting on South River
Road, the proposed new route. Four families that owned
over 50 percent 1if you exclude the city land indicated

that they never received notice. I am not faulting and
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saying it wasn't mailed. I'm saying it wasn't delivered.
So we come late in the game. We have not been
contacted concerning this. So I brought my concerns via

letter the day after I got the information from Ms. Brown

'in Sacramento, which she was very helpful providing to me

everything that I have.

My understanding under CEQA is consideration of a
range of alternatives for a project or a project location
that feasibly could attain the basic project objectives
and avoid any substantial lessening -- excuse me -- avoid
a substantial lessening impact on the proposed project.
And those are the objectives of CEQA.

What we're looking at, as was said, 1s a 70-mile
project. I'm asking to review about a half a mile at the
end of the project.

The gentleman that just preceded me indicated
we're moving -- the request is to move the pipeline from
the east side of our property to -- from west side to the
east. But there presently is a railroad right-of-way not
on our property on the west side. It can still be used.
I've seen no reason why it cannot be used. And it goes
directly into the SFPP pump station.

Instead of that the proposal is to run up almost
another mile a 20-inch line up and around our property and

in front of at least four to six other landowners and, in
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addition, the City of West Sacramento. 2And it makes no
sense to me as to why that has to be done when you have an
existing right-of-way in existence.

Now, granted --

CHAIRPERSON BUSTAMANTE: The chances are it's
probably money.

{Laughter.)

MR. CUNHA: Well, it seems like you're spending
more, because you'd be going a longer distance.

Now, I can see replacing a 1l4-inch line with a
half a mile of 14-inch line when you're already using
6,000 feet of it in another place. Doesn't seem to
diminish the supply.

CHAIRPERSON BUSTAMANTE: Although the issues of
notice are important. And I don't mean to say anything
with regard to notice because that's fundamental in any of
these proceedings. I would ask you to get to what you
believe to be the strongest issues that you have with the
proposal. Are we only talking about a Route No. 1 at this
point? Or which route are we talking about? Because
there's three --

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Yes, Mr. Chairman. It's the proposed project in
the location of West Sacramento, which we can put up a

board that shows that information, if you'd like,
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geographically. But it is the proposed project in this
particular location, its terminus. CHAIRPERSON

BUSTAMANTE : I just have a map here that came with it that
shows, you know, three different routes here.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: All right. That, Mr. Chairman --

MR. CUNHA: The map where the -- the item would
be on the 2240-W-525, which is the last fold-out map that
shows the last leg of the proposed project. And that was
prepared for the first meeting in June.

CHAIRPERSON BUSTAMANTE: And where did they both
end up?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Up to here.

CHAIRPERSON BUSTAMANTE: And they're coming down
this particular right-of-way because they don't have
access over here to some other fee server?

MR. CUNHA: No. Mr. Chairman, that's the whole
point. They're coming in across here. This is a
right-of-way coming right down into their facility now.
The whole point of my being here is they're coming across
Jefferson Boulevard, which is now under construction.
They want to go up and arcund and down, when presently
they're doing -- they're going across Jefferson moving

northbound into their facility into the existing line.
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ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: Perhaps the applicant can address the reason
that this route was currently in --

CHATIRPERSON BUSTAMANTE: We'll have them do
that -- we'll have them do that next.

MR. CUNHA: Would you like to keep this up here?

Yes, I think we would.

Up here.

Yeah, just leave it right there.

Thank you.

MR. CUNHA: You want me to --

CHAIRPERSON BUSTAMANTE: Go ahead and finish your
presentation.

MR. CUNHA: As was mentioned earlier, the City of
Sacramento and West Sacramento just completed the
waterfront master plan. And it includes -- the property
that we're presently located on, the water treatment
system is directly across the street from us. The only
mention of that in the CEQA documents, the EIR, is the
lower intercepter system, which will be connected within
the next couple of years, at which time the water
treatment plant directly across from our facility will be
decommissioned. That is going to be torn down, made into
a community park. Consequently, then the development,

which in the next couple of years, will start with our
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property, the property next door, et cetera, on down the
street to Raley Field, which is already in existence.

I think to introduce a 20-inch gas pipeline with
its intended valve 12, which is right on the corner, just
1s inappropriate in that environment.

CHAIRPERSON BUSTAMANTE: Inappropriate or does it
affect your future plans for development, sir?

MR. CUNHA: I have none at this time. But --

CHAIRPERSON BUSTAMANTE: Okay. Is there any
other future plans for development in that area or any --

MR. CUNHA: It's all been --

CHAIRPERSON BUSTAMANTE: Is there going to be a
park and that would create a problem? What is --

MR. CUNHA: Park is across the street. Our
property —-- although we are there, as you indicated,
grandfathered in, future development indicates residential
and commercial mixed use, waterfront mixed use. A
marina's to go in off the bluff -- Stone Locks Bluff is
right there.

So we're talking about residential, recreational.
And introducing this when there seems to be no good reason
to introduce it at that location when there's presently --
and according to Mr. Cornman in his testimony in Fairfield
back in July, they're trying to use the existing railroad

rights-of-way. Well, there's one right there that they're
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using. Why not continue to use it?

CHAIRPERSON BUSTAMANTE: Yeah, I'm just trying to
figure out what it is that your interests are here, sir.
That's all.

MR. CUNHA: My interests are protecting the land
that we're on, protecting my employees/ and not having to
disturb everybody's business along the way in order to
achieve this without any really -- a proper justification.
And then subsequent the diminution of property values.
Then in fact we will have to leave that area because of
development down the vyears.

CHATRPERSON BUSTAMANTE: Oh, I see.

So you're saying that this particular pipeline
down the middle of this piece of property would diminish
its future value for development?

MR. CUNHA: I don't know about city planners,

Whether they would look at it -- I would assume when you
have a large valve -- and the picture is in one of the
documents that have been provided to you -- and you're

introducing children and families and residents in that
area, 1t just 1s incompatible.
CHAIRPERSON BUSTAMANTE: All right, sir.
Anything else?
MR. CUNHA: What I'm suggesting -- I'm not

suggesting this project not be implemented. All I'm
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suggesting is take another look at this last half mile.
It just makes common sense not to do what is proposed on
this last piece once Jefferson Boulevard is crossed.

If you do not cross Jefferson Boulevard, there
are no significant impacts on the environment or
surroundings. It does not thwart the objectives for the
project. It does not diminish the project. But it
alleviates the attendant problems that come along with
this type of construction. It does not interfere with the
short or long-term planning for the area, as I've just
indicated, 1f you do not allow this. It shortens the
project, which has to be a savings because it's a mile
less of pipeline and a mile less of dredging. It does not
introduce the chaos into that area. And I don't find any
overriding justification to make the modification
requested.

So I'd ask that the EIR revisit that last half
mile before accepting it.

CHAIRPERSON BUSTAMANTE: All right, sir.

MR. CUNHA: Thank you very much.

CHATIRPERSON BUSTAMANTE: Thank you.

So the senior project manager, I guess, or the --
David, you and Mary, which one of you guys -- I suppose
you're both interested in speaking. From the senior

project manager or the director of the project permitting,
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which of you would like to go first?

MR. CORNMAN: With Kinder Morgan, Santa Fe, sir.

CHAIRPERSON BUSTAMANTE: I have Santa Fe.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: That's Kinder Morgan, Mr. Chairman.

CHAIRPERSON BUSTAMANTE: All right. Why don't
you go ahead and come on up then.

MR. CORNMAN: Good afternoon. My name 1is Dave
Cornman. I'm the Director of Project Permitting for
Kinder Morgan and SFPPLP.

I don't have any prepared remarks. I just want
to speak to the particular issues that were raised by
Clark Trucking. And then I can respond later to other
issues.

First of all, I can't speak to the mailing
notices. As I understand it from staff, the Clark
Trucking was on the mailing list that was used for all of
the mailings on this project. And so to the extent that
they didn't receive mailings is something that I can't
speak to.

We had no other complaints from anyone else on
this project that they did not receive mailings along the
entire 70 miles.

The range of alternatives that were evaluated in

the EIR were evaluated for their potential significant
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impacts. Along South River Road where the Clark Trucking
Company is at I don't believe there were any significant
impacts that needed to be evaluated with respect to the
range of alternatives.

We selected the route very early in the project
that we proposed as part of our application to State Lands
after having a lot of discussions with people like the
mayor of South Sacramento, City Manager from City of
Sacramento -- West Sacramento, and a variety of
politicians in that area as well the regulators. And
ultimately we elected not to route our pipeline
immediately adjacent to our existing pipeline, which is in
a railroad right-of-way along Jefferson, because -- as the
gentleman suggested, pipelines do occur in railroad
rights-of-way. But as you may not know the history of the
old Santa Fe Pacific pipeline system -- it was owned by
the railroad and 1800 miles of our pipelines on the west
coast currently reside in the railroad -- we are no longer
affiliated with the railroad. We are completely separate.
Kinder Morgan had purchased the Santa Fe Pacific pipeline,
the SFPPLP, from the railroad. And now in fact we are at
odds with the railroad. In fact we're in litigation with
the railrocad.

An so it's really almost legally infeasible for

us to be proposing, and we would not on this project under
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any circumstance propose, to put our new pipeline, our
replacement pipeline in a railroad right-of-way. In fact,
there are conflicts between our engineering standards that
we have to live by, which is requlated by the U.S.
Department of Transportation, and what our called arena
standards with the railroad. The railroad prefers to have
pipelines down about 11 feet deep. You know, DOT requires
a minimum of three feet of cover so you can properly
inspect your pipelines. We have to be able to properly
inspect these high-pressure gasoline pipelines to make
sure that things are safe.

So we have major conflicts with respect to design
of pipelines in railroad rights-of-way, plus we have the
legal issues that we just can be in them.

In addition to that, on Jefferson Boulevard
there's a lot of residential property. We as a -- you
know, as a responsible owner-operator looked for routes on
this pipeline that would minimize or avoid sensitive
receptors, one of which are residential properties. And
so we purposefully routed this thing through the Port
Authority railroad property and then on across Jefferson
up the back way to come in down South River Road. South
River Road is a largely industrial commercial property.
And, again, down South River Road would be strictly within

the street. We're not going to be on any of the
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properties either side of the street. We'll be in the
Street.

And of course we've assured -- and I spoke with
Clark Trucking as a matter of fact on Friday, trying to
understand their concerns and help resolve those, because
we have an outstanding offer to work with them on the
construction issue. They have concerns that we're going
to have impacts on their trucking, on the traffic flow.
And they're obviously -- the City of West Sacramento is
going to approve what's called a traffic plan for this
project. And that traffic plan will be everything about
avoiding rush hours, avoiding peak traffic hours, and
avoiding cutting off any businesses along that road as
well as along the rest of the pipeline route.

So we're working very closely with the city, as
well as offering to work with this gentleman on his

concerns with respect to traffic.

He made mention that our 12-inch -- our valve was
going to be -- Valve No. 12 was going to be located in a
location. I must add that the valve location now is going

to be down right at the station on Scuth River Road. So
that valve location in the final design that we're working
on right now is not properly reflected on the drawings
that you see in the EIR. It will be actually right at the

station.
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And with respect to safety, I'll just say that if
you've ever been out on South River Road, you know that
there are major tank forms out there, tank forms that take
the gasoline, the diesel and jet fuel from our pipeline
and store it. Now, if the gentleman is concerned about
safety with respect to pipelines, he ought to have equal
Or greater concerns with respect to major tank forms on
that same road. In other words we are not the only
potential risk, 1if you will, out on that road.

I guess that's all that I have to say, except to
say that when we looked at Jefferson -- there were also
two other issues on Jefferson Boulevard, initially the
residential and the railroad issues, and, that is, that it
was originally owned by the CalTrans. CalTrans does not
allow longitudinal egress of pipeline -- gas in pipelines
in their rights-of-way. It has since been taken over by
the City of West Sacramento. But now they have a
two-year -- at least a two-year moratorium on cutting that
street, again preventing us from putting a new pipeline in
that street without repaving the entire street.

So we have reasons again of not wanting to go out
on to Jefferson.

So that's all I have to say about his remarks.

CHAIRPERSON BUSTAMANTE: It seems to me that the

concerns about putting another pipeline near existing
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residential are a concern I have. I'm sorry, but I'm not
going to give weight to your current legal concerns with
your parent company. But -- or what was once your parent
company. But we are talking about putting a pipeline near
existing residential property.

And I think that the concerns that are being
raised by Clark probably have some merit. I don't know if
additional time would help you guys put together, you
know, a proper schedule. But I don't think I hold so far
that the weight of the proposal that was presented by the
Clark representative -- to me it doesn't seem like putting
it near a residential at this point makes any sense.

I don't 1if there's any questions by the
Commission. We'll just keep going through the others
unless you have concern.

COMMISSIONER WESTLY: Just two questions --
remarks. First, I want to thank Mr. Cunha for coming. He
raised some very good points.

Second, I just want to make sure I understood.
Mr. Cunha said suggested that there is a more direct
route. And you're suggesting that in fact the problems
with that more direct route because of poor relationships
with the railroad or it's in fact more difficult to do.

MR. CORNMAN: In fact it's infeasible. I would

use the word "infeasible" because there's a moratorium on
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cutting in Jefferson right now, which would be the only
other alternative short of going through residential
neighborhoods. Going up Jefferson right now is that
there's a moratorium on new construction and for cutting
that street for two years.

COMMISSIONER WESTLY: Got it. Okay. Well, I
appreciate it's precisely the conflict between the state
and the railroads that gave us the recall. So maybe we
shouldn't let that be added.

(Laughter.)

COMMISSIONER WESTLY: The other question I had to
ask is, Mr. Cunha's saying he didn't get proper notice or
didn't get the -- and what I'm hearing is that in fact the
notice was sent to several people, seven miles worth. And
I'm just trying to understand how many --

MR. CORNMAN: Seventy, sir.

COMMISSIONER WESTLY: Seventy people.

-- how many people were mailed to, if maybe staff
could help me with that.

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: The first mailing was 1322. The second mailing
was of like number. And we do have at least record that
Clark Trucking is one of the addresses that we have on our
mailing list and which we used. I verified the address

with Mr. Cunha this morning.
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COMMISSIONER WESTLY: So of the thousand plus
people we mailed to twice, has anybody other than Clark
Trucking come back with a concern?

ENVIRONMENTAL PLANNING MANAGEMENT DIVISION CHIEF
SANDERS: No, sir. And we have other individuals that are
landowners on South River Road also on our mailing list.
T-Con Pacific, which is Clark Pacific, and Frank and
Joanne Ramos, who are large property owners in the area.
And I'm afraid this is the only incident that has come to
our attention.

COMMISSIONER WESTLY:

CHAIRPERSON BUSTAMANTE: Mr. Cunha did indicate
that they had four or five other folks that they knew of,
but --

COMMISSIONER WESTLY: That's all. Thank you very
much.

But I'd like to hear Mr. Cunha's response, Mr.
Chair, if that's appropriate.

CHAIRPERSON BUSTAMANTE: Sure.

MR. CUNHA: My response 1is --

CHAIRPERSON BUSTAMANTE: Come up to the podium.

MR. CUNHA: The response to the notice issue, Mr.
Westly, 1s the people that were just mentioned, the Ramos
families that own the big parcels, and T-Con Pacific are

precisely the people I talked to Friday, Saturday, and

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




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

46

this morning and have no indication that they got any
mailing, were totally unaware of what was going on until I
explained it to them. I asked if I could make
representation today that that in fact was the case to
this Board. And they said, vyes.

CHAIRPERSON BUSTAMANTE: And so théy're opposed
to this project?

MR. CUNHA: They don't know about it, the content
of it, other than the fact one of the responses I won't
repeat about tearing up South River Road again was issued
by one of the family members, "Don't tell me they're going
to do that again,"™ et cetera, et cetera. So until they
know what it involves, I will leave that up to them.

Thank you.

CHAIRPERSON BUSTAMANTE: All right, well, we can
go ahead and go on and listen to the contra Costa Sanitary
District. And we have Mary Brown after that. And then I
guess we'll come back to staff with regard to notification
and what other concern up to a logical conclusion.

MR. HERNANDEZ: Mr. Chair, members, my name 1is
Ricardo Hernandez. I represent Central Contra Costa
County Sanitary District. We're a waste water treatment
facility in Martinez, California. We have an elected
board of directors. And we're a special district. And we

treat -- we're a major waste water treatment facility in
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that area, serving 440,000 residents in the area.

What we wanted to do today was voice our concern
over the selected route through our treatment plant and
through one of our adjoining properties that we've been
using as a separation between our plant and residential
communities in the area.

Recently there was a number of developments
proposed adjoining our plant. And although we have been
working with SFPP on their route alignment, recent -- like
I mentioned, recent developments adjacent to our plant has
shown that we need to look at how development is affecting
our treatment possibilities.

We have an outpump -- a 72-inch diameter outpump
of some data that's being threatened by adjoining
developments, by U.S. Development Company, and also BNSF
Railroad. That is our main outpump for our waste water.

If that was to -- if anything was to ever happen
to that we would have, worst-case scenario, maybe 400
million gallons through our basins and of course the
alignments proposed. And to that end we were requesting
that alternate alignments would be considered. It was in
a request be made during the draft EIR. And unfortunately
in the final EIR we didn't see any alternate alignments
through our property.

We have discussed with Paragon Partners, which I
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believe is the right-of-way consultant for SFPP, a number

of mitigations for that. And what we would -- I guess

what we would propose as a practical solution, I guess,

would be to -- if they were willing to agree to relocate

their pipeline along with their existing pipeline if we

ever need to expand our capacity for the plant or 1f we

ever need to develop our adjoining property.

And the philosophy here is that development in

our service district is not diminishing
by 1.5 percent. And the plant won't be
indefinitely. And the pipelines -- the
and also existing pipelines through our
eventually reach their life expectancy,

would be in place.

any, 1lncreased it
there

proposed pipeline
facility will

at which time they

So, in essence, what we're trying to do here is

we're trying to reclaim our retention basin and our

property through which the proposed pipeline and also

other existing lines run through at this time.

We have -- like I said, we have discussed options

for relocation possibilities. And if the applicant would

be willing to agree to that, then we would withdraw our

complaints.
CHAIRPERSON BUSTAMANTE: Okay.
Thank you.

Mary Brown.

Any questions?
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MS. BROWN: First I'd like to wish a good
afternoon to the Commissioners, staff and representatives
of Kinder Morgan and SFPP.

My name 1is Mary Brown with Rhodia, Inc. And I
have a brief statement to read for the record.

For those of you who do not know Rhodia, we are
a multinational specialty chemical manufacturing company
with a facility located in Martinez on the southern shore
of the Carquinez Strait, which is in segment 1 of the
proposed pipeline.

Rhodia's interest in this pipeline project is
easy to understand. For several years Rhodia has been
planning a major environmental remediation and restoration
project pursuant to an order issued by the San Francisco
Regional Water Quality Control Board. Our CEQA-approved
project reflects the concerted efforts of multiple state
and federal permitting agencies in the interested parties.

Initially, SFPP proposed a pipeline route that
would have traversed a very significant portion of
Rhodia's project site. It could have had significant
ecological and project related consequences for which we
were obligated to identify during the CEQA review process.

Our concerns which focused on the originally
proposed project route involved sensitive environmental

resources, including critical wetland habitat, as well as
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impacts of long-term restoration activities that we've
committed to undertake.

Since expressing those concerns there's been a
great deal of interaction and communications among SFPP,
State Lands staff, Rhodia, and other interested parties
and agencies. We now understand that SFPP has formally
committed to modifying the pipeline route. In a letter to
staff dated October 10th, 2003, SFPP describes a route
modification that substantially avoids the issues that
have been identified during the draft EIR phase.

Rhodia has no reason to believe that constructing
segment 1 in this manner will not address the comments
that have been submitted with respect to the originally
proposed project. Based on this understanding, Rhodia
supports the modified project route.

We want to thank staff and SFPP's team for
working with us and other interested parties to address
the issues that were raised during the CEQA process.

We especially appreciate the energy and effort
that staff, SFPP, and others committed to the interested
party meetings that followed the initial comment period.
These meetings brought together a tremendous amount of
collective knowledge concerning the affected area, and
allowed meaningful consideration of how to avoid and to

reduce 1mpacts to the Peyton Slough area.
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We do have written comments on the final EIR
which are being submitted for the purpose of preserving a
record of our concerns regarding the project as originally
proposed. With that said, we look forward to continued
communication and cooperation with the SFPP team as our
projects go forward.

Thank you for the opportunity to address the
Commission.

CHAIRPERSON BUSTAMANTE: Thank vyou.

Mr. Controller.

COMMISSIONER WESTLY: I just wanted to ask if
staff would be willing to respond briefly to the previous
speaker, the one we just heard.

EXECUTIVE OFFICER THAYER: Certainly. But the
one from the sanitation district?

COMMISSIONER WESTLY: Yes.

EXECUTIVE OFFICER THAYER: Yes. In fact I think
if the applicant could come forward, I think what the
district asked for in the way of an accommodation of
something that the applicant is willing to make. And
perhaps we can resolve that part of this right now, if the
applicant could...

MR. CORNMAN: Thank you.

With respect to the sanitation district, let me

just say that we have made an offer to the sanitation
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district that for the new pipeline that we were proposing
to build through their property, that we will at our own
costs -- this is not normal -- would at our own costs we
will relocate that pipeline in the future if the need
requires with respect to their future uses of their land.
So we have made that offer in writing to the sanitation
district and that offer stands.

With respect to the other routing alternatives
that they've suggested here, let me just note for the
record, if I can, that it was started back in late 2001
when our staff met with their staff in the field on the
site, Mr. Jim Belcher and Mr. Ricardo Hernandez, to look
at potential routing alternatives through their property.
And we were directed to go along the proposed route that
we are currently proposing, which is along where the other
five pipelines are located.

It was subsequent toc that that -- in fact future
discussions in August of 2003 with a Mr. Russell Levitt
that we had E-mail conversations back and forth about
those same -- some other alternatives through the route --
through that property that we talked about the
infeasibility of two alternatives. One 1s going along a
very small service road in the property that would
literally cut off -- because of the narrowness of that

road, very narrow road, basically a one-lane road, cut off
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all the people who are using that road -- and there's more
than one business in there -- for two weeks or more for us
to construct in that road.

The other alternative they've suggested is going
up on a very steep slope adjacent to the road, which is
really not technically feasible because it's a very steep
and f£fill slope.

COMMISSIONER WESTLY: This 1s very helpful. And
it's going on a little longer than I think perhaps we'd
intended. But I just want to ask for a quick nod, yes or
no, does this solve the concerns that the sanitation
district has?

MR. HERNANDEZ: No, not at all.

COMMISSIONER WESTLY: No. Okay.

I am inclined to move that this be postponed to
the next meeting given the level of tension here.

ACTING COMMISSIONER MATEO: Just a point of
clarification.

I'm sorry, but I understood you to have testified
that you were substantially okay with mitigations if they
were willing to relocate. I thought I just heard the
gentleman say he was. So what did I miss?

MR. HERNANDEZ: Our last meeting -- or our
conversation last Friday they proposed that they would be

willing to in the future, if we needed them to, relocate
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the proposed line and their existing pipelines.

That was a discussion I had with the present
engineer Chris -- Chris Smart.

When the project originally began we were unaware
that their existing pipelines through our property was
being abandoned. Subsequent discussions with SFPP, they
said, "Well, no, we're not abandoning the existing
pipelines."” When the offer to the sanitary district for
the right-of-way through our plant was proposed two weeks
ago, in writing they said they are decommissioning the
existing pipe lines. So they --

ACTING COMMISSIONER MATEO: At this point I would
agree with the Controller. This doesn't sound fully
gelled.

MR. CORNMAN: So may I -- may I say one word-?

CHATRPERSON BUSTAMANTE: Go ahead.

MR. CORNMAN: We strongly request that the
Commission not be swayed by one property owner out of the
100 or more property owners that we have along this
alignment to delay this proceeding. The reasons are many,
but two of them -- the most important are that we have
a -- a pipeline project has a full-time right-of-way group
that goes out and buys easements from all the landowners.
Inevitably along a long pipeline project like this you

have one or two or three or five property owners that
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don't want it in their backyard. Inevitably this happens.
And we negotiate with those folks in good faith to give
them fair market value for those easements. Where as a
public utility we have the powers of condemnation. We
don't like to use those, but we do have those.

And so I would just ask that -- and the second
thing I'd like just to note is is that a delay of two
months in this proceeding would have a significant and
deleterious effect on our project. The reason being,
that our intended construction start on this project is in
March of this coming year, 2004. A two-month delay would
encumber our ll-month construction period into the winter
of the following year, which would preclude us from
constructing much along most of this line and would
effectively reduce our chances of doing anything next year
because we wouldn't start and then remobilize the
following spring. We would lose a year on this project,
which could be a very significant impact worth at least $2
million to this company.

That's all.

COMMISSIONER WESTLY: Let me just respond to
that.

As you know, I am typically very supportive of
the staff, having been a staff member of the State of

California myself in past lives. But unless I've missed
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something here, I heard, "Please don't let this be delayed
because of one property owner."

As I viewed here, it seems like we're seeing not
one property owner who was problems, but two. And then
the gentleman suggested there are others that have
concerns. I just get a strong feeling that this staff has
not fully vetted this issue at least for my perspective.
There's multiple surprises here from my viewpoint.

MR. CORNMAN: The Clark Trucking Company 1is not a
property owner. I mean we're not -- the pipeline is not
on their property. We're going down the street. And it's
just to clarify, sir.

COMMISSIONER WESTLY: Fair clarification.

Again, I'd heard there was only going to be one
person speaking in opposition. Now there's a second. The
first person says there are a number of others who don't
even know about the project yet who have concerns. We're
just -- I'm feeling a little caught by surprise here.

But I'd like to defer to the other members.

MR. CORNMAN: I just have one clarification.

Our project management staff just has made a
further negotiated offer that we'd be willing to move both
of our pipelines, our proposed pipeline and our existing
pipeline. That as part of the Friday offer we are now

offering that as well.
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COMMISSIONER WESTLY: The point of this -- and I
commend your flexibility and rapid movement. But the
staff understands that ideally we like to see these things
sorted out more than, say, 30 seconds before the vote is
supposed to occur.

CHATIRPERSON BUSTAMANTE: One commissioner wants

to postpone it. The other one wants you guys to step

outside.

(Laughter.)

CHAIRPERSON BUSTAMANTE: And maybe what we can do
is split the difference.

Paul, I think that this thing needs to be cooked

a little bit more. Maybe if they can get together

quickly, we can put together either a quick meeting -- I
don't know what the notices activity would be. Is it 10
days?

EXECUTIVE OFFICER THAYER: Right.
CHAIRPERSON BUSTAMANTE: And then that way it
wouldn't Jjeopardize their building schedule if people were

able to get this thing together quickly. I think we could

probably put together enough of the people to -- once this
thing has been a little a bit more -- just doesn't seem
like it's --

EXECUTIVE OFFICER THAYER: Certainly.

CHAIRPERSON BUSTAMANTE: -- just right yet. And
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you guys pride yourselves on having a win-win-win
situation. And so right now it doesn't quite look like
it's there.

EXECUTIVE OFFICER THAYER: We do pride ourselves
on that.

CHAIRPERSON BUSTAMANTE: Yes, you do.

EXECUTIVE OFFICER THAYER: So, yes, we can
certainly arrange for a meeting, you know, 10 days after
agreement is reached as long as we can get a quorum of the
Commission.

CHATIRPERSON BUSTAMANTE: And if Mr. Cunha and the
other property owners can come forward with specific
suggestions so that we can fully vet those, and then we
can make our final decision.

EXECUTIVE OFFICER THAYER: Certainly.

I guess I feel some need as a representative of
staff that's filling out this notice to say that, you
know, the names of the Clark Company, those other
representatives, are on our list. We can guarantee that
we took every step -—--

CHAIRPERSON BUSTAMANTE: I understand. And we
also understand that mailing them is presumed to have been
delivered.

EXECUTIVE OFFICER THAYER: We also advertise in

five newspapers.
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CHAIRPERSON BUSTAMANTE: I understand. I
understand.

And I think the Commission would like for it to
go for a little longer, take one last shot at this.

They don't have to step outside.

(Laughter.)

EXECUTIVE OFFICER THAYER: Sir --

CHAIRPERSON BUSTAMANTE: So we would like to
bring this back.

EXECUTIVE OFFICER THAYER: We'll do that.

CHAIRPERSON BUSTAMANTE: You want to do it in two
or three weeks?

COMMISSIONER WESTLY: We're not going to do it by
phone. But I think -- we do hear the concern that time is
against us. We have seasonal issues here. So --

CHATIRPERSON BUSTAMANTE: Yeah, and it sounds like
what we're talking about really is a construction schedule
that meets with the property owners' trying to deal with
their businesses. That's what -- I think that's probably
the major concern on that side.

EXECUTIVE OFFICER THAYER: Indeed.

CHATIRPERSON BUSTAMANTE: That doesn't sound like
it should be something overwhelming to deal with.

EXECUTIVE OFFICER THAYER: The biggest problem T

think potentially is going to be the City of West
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Sacramento. They have ripped up Jefferson before. So the
reason they have this two-year moratorium on ripping it up
again is based on that. And so that's what we're not --
it won't be just the people in this room here. It will be
dealing with the city for that alternative.

CHAIRPERSON BUSTAMANTE : The city would have to
go before them to -- the city -- they would have to go
before the city?

EXECUTIVE OFFICER THAYER: They would. In fact
the city will have to ultimately approve the right-of-way
through this area, not us. We're not actually approving
that right-of-way. We're simply Jjust approving the
environment document.

ACTING COMMISSIONER MATEO: I'm just going to
say, are we suggesting that they look again at Jefferson?
I thought the arguments for going to the other street were
pretty compelling.

EXECUTIVE OFFICER THAYER: Well, we can certainly
talk with them. I'm just saying that there -- there are
other parties who aren't in the room who have prevented
use of Jefferson, the city in particular. But we will
work with these people to see if we can come up with some
solution. We'll give it another shot.

CHAIRPERSON BUSTAMANTE: Okay. Then we'll expect

you to call us back in a couple weeks.
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EXECUTIVE OFFICER THAYER: You bet.

CHAIRPERSON BUSTAMANTE: Okay.

COMMISSIONER WESTLY: As I think Chair has
proposed a solid solution here, I would just urge the
parties, while we have a number of them here, if they
could step outside and they could start moving the process
forward, I think that would be a great thing because we've
got a bigger gap than I'd like. The sooner we can get it
closed, the better.

EXECUTIVE OFFICER THAYER: Sure.

CHATIRPERSON BUSTAMANTE: Okay. Item 62.

EXECUTIVE OFFICER THAYER: Item 62 is discussion
of South Bay Power Plant. This was put on the agenda at
the request of the Commissioners.

The Commission asked that staff go out and do the
background work and investigate the relationship between
the Port of San Diego and the Duke Power Plant, South Bay
Power Plant in terms of what the lease with the port
required, as well as a cooperation agreement and, finally,
the role of the Lands Commission overseeing implementation
of those agreements. As I mentioned earlier, this is an
item of great interest locally here for a lot of members
of the public.

And I believe Jennifer's giving the

presentation on the staff -- on the Commission staff is
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giving the presentation.

MS. LUCCHESTI: Good afternoon, Chairman
Bustamante and Commissioners. My name is Jennifer
Lucchesi. I'm the representative for the State Lands
Commission.

I'1ll be presenting on Calendar Item No. 62,
consideration of a report reviewing the various agreements
relating to the South Power Plant.

At its June meeting the Commission directed staff
to provide information on the lease and cooperation
agreement between the Port District and Duke regarding the
South Bay Power Plant.

I will address the following main points:

Whether there has been any violation of the lease
or cooperation agreement;

The specific timelines associated with the
development of a replacement plant;

And the Commission's jurisdiction should there be
a violation of these various agreements.

The two main documents that were governing the
port, Duke, and the South Bay Power Plant are the lease
and cooperation agreement.

The lease is a binding agreement. It provides
for Duke to operate the South Bay Power Plant and within a

reasonable time after the expiration of the lease term

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




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

63

decommission, dismantle, and remove the power plant.

The lease term ends at the earliest February lst,
2010, three months after the requirement date of the bond
payments. However, unless the ISO terminates the must-run
obligation, the lease term could go on indefinitely.

The cooperation agreement has limited
enforceability. It provides for Duke to use commercially
reasonable efforts to develop and locate the replacement
plant as an offsite plant in accordance with the
development milestone schedule. If such a site is not
available, Duke would have no further development
obligations unless the Port District approves the
development of the replacement plant on other property
owned by the Port District, including the South Bay site.

If Duke violates the cooperation agreement, while
there is some uncertainty, Duke could lose the air gquality
offsets which have commercial wvalue.

Based upon staff's analysis of the information we
have obtained, the Port District and Duke have not
violated the terms of these agreements. So far Duke has
met all of the development milestones. Duke commenced the
site-selection process by June 30th, 2002. While the
cooperation agreement provided for Duke filing a Notice of
Intent by June 30th of this year, such a filing was not

required by the Energy Commission.
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The next milestone includes a formal filing of an
application for certification by June 30th, 2006.

In addition, Duke has provided the Port District
with progress reports every six months. These progress
reports evidence Duke's obligation to use commercially
reasonable efforts to develop a replacement plant.
According to these reports, Duke is focusing its efforts
on one offsite alternative for the replacement plant.
However, because of growing local support for further
investigation by Duke of an onsite replacement plant
option, Duke is also looking into such an alternative.

While there has not been any apparent violation
of these agreements by Duke or the Port District, Duke may
need to push up the application for certification filing
date earlier than required in order to achieve commercial
operation of the replacement plant by early 2010, the end
of the lease term.

Staff obtained information from the Energy
Commission about typical timelines for power plant
development, planning, permitting, and construction.
According to staff analysis of these timelines, if Duke 1is
going to have the replacement plant constructed by
February of 2010, Duke may need to file an application for
certification with the Energy Commission by February of

2006. This 1s nearly five months earlier than provided by
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the development milestone schedule.

The Port District has the primary Jjurisdiction
over the land occupied by the power plant, while the
Commission has oversight jurisdiction. The Commission's
review and approval in January of 1999 consisted of the
acquisition of the South Bay Power Plant property.
There's no independent remedy provided by the Commission's
approval of the acquisition for violation of the
cooperation agreement or the lease. The Commission's
approval was not conditioned upon any specific aspect of
the cooperation agreement, the lease, or any of the
ancillary agreements.

In conclusion, staff is recommending that the
Commission authorize staff to issue a letter on behalf of
the Commission urging Duke to make a site selection and
file an application for certification in a timely manner,
continue to monitor Duke's compliance with the various
agreements and other applicable laws, and to monitor the
situation to ensure that the Port District is not in
violation of its statutory trust grant or the public trust
doctrine. Staff would then report back to the Commission
as to whether Duke had selected a site, moved up its date
for filing an application for certification, and whether
there have been any violations of the various agreements.

CHAIRPERSON BUSTAMANTE: You'd indicated that in
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order for them to be in compliance that they should have
an application to the FERC by February of 2006; is that
correct?

MS. LUCCHESTI: Yes.

CHAIRPERSON BUSTAMANTE: S0 as you -- do you have
a general schedule of what needs to take place in order to
make that application to FERC?

MS. LUCCHESI: Well, normally there is a --

CHAIRPERSON BUSTAMANTE: It's just a blank form
you sort of turn in, it's a pro forma thing-?

MS. LUCCHESTI: Yeah.

CHAIRPERSON BUSTAMANTE: Or 1is there some type of
business decision that has to be made prior to making such
an application?

MS. LUCCHESTI: Well, one business decisiocn that
needs to be made is they need to select a site for the
replacement generation plant.

CHAIRPERSON BUSTAMANTE: And they would do that
on the same times they would make application?

MS. LUCCHESI: They would need to make a site
selection prior to making -- in order to make application
for certification they'd need to have a site selected
already. So they would actually need to make a site
selected prior to the application.

CHAIRPERSON BUSTAMANTE: So that would mean
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before February of 20062

MS. LUCCHESTI: Yes.

CHAIRPERSON BUSTAMANTE: Well, what do you think
based on the information that you've gathered would be an
appropriate time to do that?

‘MS. LUCCHESI: An appropriate timeline would be
around July of 2004.

CHAIRPERSON BUSTAMANTE: July 2004.

Now, in order to be able to do their due
diligence in order to be able to find a proper site, what
would they need to do between now and then? What
milestone would have to take place between now and then
for them to be able to find and to begin the process of
site selection?

MS. LUCCHESTI: Well, they will -- excuse me --
they have commenced site selection process already. And
they started that last year -- last June of 2002. I
believe that they would need to -- and I believe there's
representatives from Duke that can maybe answer your
guestion a little bit more clearly. But I believe that
they would need to discuss what various property owners
off port tidelands if they're considering an offsite
alternative. And if they were going to consider an onsite
alternative, to start negotiations with Port District

staff in order to obtain the land in order to build the
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replacement plant.

CHAIRPERSON BUSTAMANTE: My guess is that there
has probably been more of these plants that have been
built except for this particular plant, right?

MS. LUCCHESTI: Yes.

CHAIRPERSON BUSTAMANTE: So this process 1is
probably pretty standard in the industry?

MS. LUCCHESTI: Yes.

'CHAIRPERSON BUSTAMANTE : And so there is likely
to be this whole range of activities that normally takes
place in --

MS. LUCCHESTI: Yes, they would need to --

CHAIRPERSON BUSTAMANTE: Is there such a document
that kind of gives that generic information as to --

MS. LUCCHESI: There is on the Energy
Commission's website.

CHAIRPERSON BUSTAMANTE: I know everything is
different and each one will be different and the
stakeholders will be different, then the land will be
different, then the possibilities are very different. But
in general --

MS. LUCCHESI: In general a good reference
document to obtailin for any interested person in obtaining
the timelines and the steps needed to develop a plant

could be assessed on the Energy Commission's website. And
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there are various reports on that going through the
different steps needed to be taken in order to develop
such a plan.

CHAIRPERSCON BUSTAMANTE: These stakeholder
meetings that began last July you said --

MS. LUCCHESTI: Stakeholder meetings in regards to
what, the port or --

CHATRPERSON BUSTAMANTE: Sorry. Maybe I used the
wrong term.

There were meetings --

MS. LUCCHESI: Negotiations for the site
selection?

CHATIRPERSON BUSTAMANTE: Yes.

MS. LUCCHESI: Yes, they were scheduled to begin
according to the cooperation agreement June of 2002.

CHAIRPERSON BUSTAMANTE: And how many meetings
have been held since then?

MS. LUCCHESTI: I don't know that. Possibly Duke
representatives can answer that gquestion or the --

CHATIRPERSON BUSTAMANTE: Staff didn't ask?

MS. LUCCHESI: No.

EXECUTIVE OFFICER THAYER: Staff was aware that
there was an interest in finding out how many -- or what
stakeholders Duke had met with. And I think we do have a

list of four or five -- and by stakeholders, I mean people
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in the community who had an interest at stake in these
decisions. And I think we did end up getting a list of
three or four or five.

MS. LUCCHESTI: Yeah, those -- I'm sorry. I
misunderstood your gquestion.

In terms of stakeholders groups or people
interested in the power plant being built, those were the
Environmental Health Coalition, Bay Keeper, the Utility
Consumers Action Network. Those groups Duke has met with
in order to talk about a specific -- or unless they talked
about a replacement plant and site selection.

CHAIRPERSON BUSTAMANTE: What about financial or
other affiliated -- like, for example, the ISO or other
folks that are likely to have an impact on where and how
that facility's going to be built?

MS. LUCCHESI: I'm not aware of any specific
meetings between Duke and the ISO.

CHATIRPERSON BUSTAMANTE: We'll ask Duke.

MS. LUCCHESI: Yes, they can probably answer
that.

CHAIRPERSON BUSTAMANTE: Any other questions by
the Commissioners?

I think that the idea of having this activity for
the history both of the Commission as well as for many

members in the audience is that if there is going to be a
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facility built, then there ought to be some kind of
action, some kind of activity that shows in fact that
that's what's going to take place. If there is a contract
that basically says that at the end of a particular time a
decision is going to be made, you need to figure out how
you're going to make that decision in the event that it is
in fact a possibility of compliance. If you're not going
to be in compliance, then you should just sort of say so
now, and we can move on and find a way remedying that.

But if in fact there is compliance to a contract,
if you are going to comply, even though there 1is no
timeline so far that's been missed, I think it's important
that we see some kind of activity.

Clearly that facility over there is antiguated.
It is destructive. It's an eyesore. It is many, many
things. And the only reason that it's in existence now is
because it provides some modicum of safety valve in terms
of providing energy. And we're all very concerned about
making sure we meet all of our energy needs. But,
otherwise, it is one of the ugliest things you'll ever see
and shouldn't be on the coast.

(Applause.)

CHAIRPERSON BUSTAMANTE: And it shouldn't be
along the coastline, especially the way it was designed.

So if there is in fact a way to move this
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proposal so that the port as well as those who are
managing this facility can move toward a better situation,

I think that's what the interest of the Commission has

been in the past. So if the representatives of Duke are
available and the port -- let's see here. There have
been --

EXECUTIVE OFFICER THAYER: I believe that
representatives of both Duke and the port are prepared to
make presentations.

CHAIRPERSON BUSTAMANTE: Yes. Who's here from
the port? I don't see anybody here from the port.

Yes, ma'am.

MS. ANDERSON: Commissioner, I am Chris Anderson.
I'm the Chief Operations Officer for the Port of San
Diego.

CHAIRPERSON BUSTAMANTE: Please.

MS. ANDERSON: If you'd like, we're prepared to
make a presentation on the power plant and the master
planning process in Chula Vista.

CHAIRPERSON BUSTAMANTE: Thank you.

MS. ANDERSON: Thank you.

(Thereupon an overhead presentation was

Presented as follows.)

MS. ANDERSON: Just to start off with an

overview, we are engaged in a 300-acre master planning
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process in Chula Vista which encompasses the power plant
site.

We look at our agency in a number of ways. But
we see ourselves in the form of regional benefits as both
an economic engine -- three ways -- environmental steward,
and a provider of public services. And you're handed out
some cards just now that give you some idea of how we
reflect in those areas.

We just completed a new fiscal impact study which
identified $8.4 million in annual economic input from the
Port of San Diego's operations. We have about 59,000
full-time jobs on port tidelands. And about 248 million
of that comes from cruise ship activities.

We also are an environmental steward. We have a
wonderful education program where we involve the schools
of the area. We are a leader in urban runoff management.
We are the lead agency for storm water management in San
Diego Harbor. And we also have multiple wildlife and
species reduction and production -- protection programs.

We also see ourselves 1n the area of community
service and public services. We have 150 acres of
parkland, 16 parks, 7 beaches, and 10 playgrounds, 20
marinas, 3 sport fishing facilities. And we employ 130
police officers as well as contract with the wvarious

cities along the harbor for police protection services.
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So we're not just looking at one area. We're
looking at a balance, a balance of opportunities, both
with environmental opportunities as well as economic
opportunities on the bay.

--00o--

MS. ANDERSON: And with that as a preview, what
I'd like to do on the power plant issue is talk about our
commitment on the power plant issue; give you a little
overview of the master planning process that involves the
whole 300 acres of Chula Vista, not just the power plant;
talk specifically about the power plant site, the site
layout, 1its constraints, acquisition, what our intent was
in acquiring this property, and then a little bit about
the agreements. Jennifer did a great job in her
presentation and in the staff report about outlining the
major elements of those agreements. And then talk a
little bit about the process for replacing the generation,
which is included in the cooperation agreement.

--00o0--

MS. ANDERSON: What 1is our commitment? Like you,
Commissioner Bustamante, Lieutenant Governor, we want to
see the power plant come down. That was the intent when
we acquired this property, was that ultimately we would
have the ability to reuse this property for other uses.

We brought it into the tideland resources with that intent
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in mind.

In the original agreement it was our intent that
the replacement plant would be off the tidelands, that
first they would exhaust those efforts, then look at
tidelands only as a last resort.

In June of 2002) at the request of the City of
Chula Vista, the port and the city council met and agreed
that rather than going through two processes and because
of some very good tax benefits to the city, we allowed you
to take a look at the onsite possibility. But we had
conditions placed on that. It had to be environmentally
friendly if the replacement plant was on tidelands. It
needed to be economically feasible. And it needed to
provide a benefit to the region, the port, and the City of
Chula Vista, again looking at the balance in the effort.

CHAIRPERSON BUSTAMANTE: When you say
environmentally friendly, what is it that you mean by
that?

MS. ANDERSON: Well, a lot friendlier than the
existing plant. We have not put a definition --

CHATRPERSON BUSTAMANTE: Just about anything
would be friendlier than that plant.

MS. ANDERSON: As I say, we have not defined
that.

CHAIRPERSON BUSTAMANTE: Is there anything within

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




w N

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

16

your plans that is focused on any particular technology or
certain system, i.e., do you focus that closely at --

MS. ANDERSON: No, we have not.

CHAIRPERSON BUSTAMANTE: -—- water cooled, air
cooled --

MS. ANDERSON: We have not. There have been
discussions of use of reclaimed water as opposed to Bay
water. There have been discussions of air cooled. We are
not the experts at the port in that area. But we are
engaging in a various sense of public outreach process to
take a look at all of those issues.

Just so you know, 1in the master plan effort we
have already conducted numerous public workshops. We have
a citizens advisory committee. And we are in the process
of forming a working group related solely to the site of
the power plant. So that working group will provide the
citizens advisory committee with the kind of input that
you're asking about right now relative to the various
alternatives and what the pros and cons would be of each
of those alternatives.

In the end we do not make those regulatory
choices. I have a slide that shows you probably about 20
different agencies that will get involved in that,
probably long before the port does.

But our commitment is to work through the
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stakeholders and try to identify the best alternative, the
win-win from an economic standpoint as well as from an
environmental standpoint so there's a balance in the end
between both. And at this point we don't have the details
to tell you exactly where that balance will occur.

--00o-~

The master planning area is 300 acres. The south
side of the slide or the right-hand side of the your slide
1s the power plant site.

--00o0--

MS. ANDERSON: And the process in looking at
these 300 acres is a one-year process for the planning.
And that includes significant public outreach: The
citizens advisory committee, the working group on the
power plant issues, as well as working with the city and
other agencies during that one-year process. Then there's
an environmental review process that will take the
concepts for the master plan area and go through the
environmental process. Again that will include numerous
stakeholder outreach as well as public input in the CEQA
process.

Again there will be public outreach as part of
the Coastal Commission review. We'll have to do a master
plan amendment to incorporate the new land uses into our

master plan. So that planning process should be completed
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in '05, and that does include the power plant site.
--00o0--

MS. ANDERSON: The goals for that process are,
first and foremost, consistency with the tideland trust.
We have a significant education process to educate the
public on what we can and can't do on state tidelands. A
broad community input support by enhancing environmental
resources, integration with adjoining areas, economic
sustainability, revenue generation. The city is
interested in bringing its east and west areas together.
We're hopeful the project will help to do that. And then
provide additional recreational uses, public art, and open
spaces. We have a very extensive public art program, and
we hope to incorporate that into this area.

--00o0--

MS. ANDERSON: As to the plant itself and the
specific plant area, this is an enlargement of the plant
site. The north tank form in now demolished. But it's
still undergoing environmental remediation.

The switchyard, which is in the center of the
area, 1is owned by STG&E and would remain even if the power
plant is moved from the site, as well as the easements
connecting to. And I have a slide right after this one
that will show you that.

The power block is the plant itself. And the
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south tank form, Duke has already started demolishing some
of those tanks. And the LNG sites, the old natural gas
site, the tanks have been removed. And that site could be
a site for a replacement plant, but that site has not been
specifically identified.

--00o--

MS. ANDERSON: This shows you graphically the
area that the switchyard takes up on the site. So this
will present a reuse problem or challenge for us
regardless of the location of the new generation plant.
Because even if that's moved offsite, the switchyard does
remain.

The green 1s the switchyard itself, the yellow is
the transmission easement, and then the blue is the main

transmission line which runs north and socuth in the

county.
--00o0--
MS. ANDERSON: This is what the switchyard looks
like. And, again, this will remain on the site even if

the plant is removed.
--00o0--
MS. ANDERSON: So what was the intent of the
original transaction? Again, it was our intent to acquire
tidelands at no cost and minimal risk to the port and to

the state, to be able to redevelop the property, to
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decommission the existing plant at the end of the lease
term, and to have any underlying ground and water
environmental issues resolved at the site.

--o00o--

MS. ANDERSON: There are two key documents:

The lease agreemeht, of which Jennifer described,
which provides for the use of the site during the term;
and also it discusses actions to be taken at the
termination, which is the decommissioning of the plant.

The cooperation agreement is what discusses the
cooperation between the port and Duke relative to a
replacement generation facility.

--00o0--

MS. ANDERSON: As Jennifer indicated, the lease
term expires three months after one of these items, which
is either November of 2009 or the release of the must-run
status by Cal ISO. S0 the earliest possible termination
date is February of 2010.

--00o0--

MS. ANDERSON: And Duke is required to begin
decommissioning the plant under that agreement within one
year after the lease expiration date.

--o00o--
MS. ANDERSON: In the cooperation agreement, 1if

Exhibit L does provide the schedule which Jennifer
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discussed, which the next step is to file the application
for certification to the CEC by no later than June 30,
2006. That could occur earlier, but this is the outside
date by which that could occur. Development has to be
determined to be commercially reasonable, or the
replacement generation plant would not have to be
constructed.

--00o--

MS. ANDERSON: We do not have at the port the
permitting authority over the replacement generation
plant. That falls with the California Energy Commission.
It will be the lead agency for CEQA and it will conduct
the licensing and processing, including workshops again
and public meetings. So we will have our outreach
process, which we will do through our land-use planning
effort. There would be a follow-up or an additional
public outreach process through the licensing for the
replacement generation plant, whichever site it ends up

being placed on.

--o00o--
MS. ANDERSON: In addition to that -- and this
was all we could fit on this screen -- there were numerous

other oversight agencies that will have control over
replacement generation. The port does not have that

control. Our sole control would be if we entered into a
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land-use agreement for a site on tidelands.
--00o0--

MS. ANDERSON: With that, again I would like to
reiterate our commitment, which is to have the plant torn
down, to make sure that it is environmentally friendly,
and then we also have the commitment to continue to
partner with State Lands, both the staff and the
Commission, through status reports our cooperation and
support. We will ensure conformance both on our side as
well as Duke's with the lease and cooperation agreement.
And we also commit to continue our open and transparent
process, which includes sponsorship of public discussions
and workshops.

And with that I'd like to turn this presentation
over to Randy Hickock of Duke for their presentation. And
then we'll be available for questions if you have any.

MR. HICKOCK: Good afternoon. My name 1is Randy
Hickock, and I'm the Senior Director for Duke Energy's
operations here in California, meaning that I have
operational responsibilities for the four facilities that
Duke has within the State. I've brought with me today
Kelly O'Brien, who is in charge of development for Duke
Energy North America. And she's available to help answer
questions to the extent that you have them regarding what

our activities have been to date and the like.
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I will share with you all -- we have a letter
addressed to the State Lands Commission, and I'l1l
summarize it very briefly. This -- essentially Duke would
like the State Lands Commission to know that we are in
full compliance with our contract and our lease at South
Bay. We have been diligently pursuing the‘development of
a replacement generator plant. The nature of that process
in the early stages, it's not one that makes it publicly
obvious.

We intend to fully live up to the terms of the
lease to try to make that plant happen, and in the
meantime to operate that facility, you know, run it as
cleanly as it can be operated, run it safety and reliably.

Other than that, I believe the presentations by
the ports and the staff have largely covered the nature of
the contracts. And I suspect you have a number of
gquestions regarding what Duke has been doing and what we
intend to do. So I'm here to answer your questions.

We'll call Kelly up to the extent that I can't come up
with the answer.

CHAIRPERSON BUSTAMANTE: Yes. In the process of
making sure that a site is selected, I'd asked if there
were different processes that would be pursued in order to
be able to do your due diligence. And I don't know if any

of that has been attempted or has been written out or if
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there's been a memo that's indicated that you are pursuing
any of those activities.

MR. HICKOCK: We have been pursuing those
activities.

CHAIRPERSON BUSTAMANTE: In what way?

MR. HICKOCK: We got started shortly after we
began the lease of the plant. And the focus initially and
all of our focus on site selection has been along the
lines of finding an offsite location for a combined cycle
facility.

So we have been looking at a number of sites in
San Diego County where you could put a replacement
facility, looking at anything from a single two-on-one
combined cycle configuration to a larger four-on-two
combined cycle configuration, could be 500 megawatts up to
1,000 megawatts. I believe we --

CHATRPERSON BUSTAMANTE: Anything promising at
this point?

MR. HICKOCK: Yes, we've narrowed the selection
down to our favorite offsite location from I believe
initial field.

Kelly, do you want to Jjoin me. I believe we've
checked out --

CHAIRPERSON BUSTAMANTE: You're not giving up any

trade secrets by letting us know what that is?
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MR. HICKOCK: We'd prefer until we have site
control over the parcel not to reveal the specific
location.

One thing to appreciate is a lot of the nature of
a replacement plant for the South Bay facility is tied up
in the necessity of the plant'to the grid. As you're
aware, 1it's a must-run facility. Come next year all of
the units will be back on must-run status even before it
dropped off briefly for a year. And so there are grid
reliability considerations that have to be taken into
account if you're looking to site this plant. You can't
stick it just anywhere because there is a need for some
level of generation to be entering the grid, where the
switchyard is or some -- in some comparable part on the
electric power grid. So we couldn't, say take this and
put it deep in Imperial Valley and meet the reliability

needs. So in the broad geographic sense it's all been in

the County of San Diego and largely south county.

Kelly, you want to jump in? Anything else?

MS. O'BRIEN: You may be up and down with this --
between Randy and I.

Commissioners, we appreciate your interest in
this matter. And as Randy said, that to date a lot of the
work has really been done behind the scenes because it's

been high level fatal flawed, due diligence kind of
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studies that wouldn't be necessarily made available to the
public.

We looked at to date nearly 30 sites around the
San Diego area. And as Randy said, we came to the
conclusion as we went through that process that in order
to maintain the reliability of the grid, and in
discussions with the ISO, some level of generation is
going to be needed to be kept in the area where it can tie
into the existing substation that's located onsite. So
while most of the sites had fatal flaw issues, it came
down to really focusing in on sites in the immediate area
that could tie into this substation. And as Randy said,
we've really essentially narrowed it to one site that we
believe has a possibility of going forward.

But we looked at primarily sites that could
support a 620 megawatt two-by-one combined cycle plant.
And as we've gone through the process, and the market has
changed in the power industry and in the economy in
general, a lot of this project, whether or not it's
commercially feasible to go forward will depend on having
a long-term power purchase agreement in order to support
financing a facility. And as we've had discussions with
potential counter-parties for a power purchase agreement,
it appears that there may be some difference of opinion in

what people may be looking for as far as size of a new
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plant, the type of technology that could be used, which
could somewhat throw out some of the feasibility studies
we've done to date as we focus in on what people are
actually going to be willing to sign up for long-term
carts for. We may be able to go back and look at other
sites that we initially threw out. And it will help us
hone in on what exactly we need in terms of infrastructure
to support the project as we continue to process to try to
get a long-term power purchase agreement.

So we're in a little bit of a Catch 22 right now.
We've evaluated a lot of sites. But until we know exactly
what kind of technology and what we need to build going
forward, we can't really make a final decision on the site
selection at this point.

CHAIRPERSON BUSTAMANTE: Mr. Controller.

COMMISSIONER WESTLY: There's three points.

First, I used to work for the Department of
Energy, and I'm very familiar with a lot of the issues
you're talking about. And I know firsthand that the
improvements, not only efficiency-wise but
environmentally, the new power plants are stunning. And
the sooner we can get this plant turned off and a new one
in place, everybody 1is going to be far better off from a
liability standpoint, cost, and environment.

What worries me here -- and I am also a
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businessman. I understand there are all sorts of
regulatory issues. This isn't easy. But I just don't
have a good grasp of how quickly this is moving forward.
And what I have right here, "Sort of Catch 22, and we're
looking at sites, we can't quite tell you. There's only
one that really works." And that says to me,'boy, if that
one doesn't work, then we're back to square 1 and this
process drags on interminably. I would really like to get
from you -- and I'd urge you to speak more public in

updating us and the community in terms of "Here's where we

are. We expect to have more news for you in four weeks,"
six weeks, eight weeks. You know, I know a lot about what
I was like as a CEO, and I -- and as a senior executive --

could never say, "Gee, I just really don't know where the
heck this thing is." What I feel like I'm hearing is you
just don't really know where the heck this thing is and it
worries me.

So instead 1f you give us regular updates and
say, "Here's where we are in terms of when we think we'll
know when the plant goes on line. Here's where we are
with the power grid. Don't have it yet, but expect to in"
two weeks, four weeks, six weeks, eight weeks, whatever it
is, it would just help me a lot in being able to evaluate
this appropriately.

MS. O'BRIEN: Of course -- I'll only clarify one
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thing. First, it's one offsite is what we narrowed it
down to. There's always the option, I would assume, at
some point looking at onsite, because all the
infrastructure is there and it would have -- as far as
building new additional infrastructure it would have the
lowest impact from that standpoint.

So I would say there are probably two very
feasible sites at this point, one offsite and one onsite
that we've honed down.

However --

COMMISSIONER WESTLY: Just on that point, I'm
delighted to hear there's an option, a Plan B. That's a
great step. But in hearing the previous presentation, I
didn't get a sense that the Plan B was maybe as real as
one might think. But as long as you're coordinating with
them, that's good news.

MS. O'BRIEN: We're working with the staff almost
on a daily basis. I have discussions with port staff on
various aspects of this project.

With regards to a power purchase agreement, to be
honest with you, I don't have an answer on that right now,
when we could expect to close a deal like that. There are
just too many uncertainties going forward. And, as you
know, some -- there's recently been an RFP that still

needs to be -- continue to be fleshed out with one of
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obviously the largest potential counter-parties in the
area. And I could not tell you -- those discussions will
be ongoing. But to give you an idea of when any
discussions may close on that, I just can't do it right
now unfortunately.

COMMISSIONER WESTLY: Could this drag out five 5
or ten years?

MS. O'BRIEN: I would say potentially =—-- there's
always the potential for this thing not to actually come
to closure as far as the feasibility -- commercial
feasibility of a replacement plant. Now, whether or not
the existing plant will continue to have RMR status, you
know, 10, 15 years from now, I can't address that either.
That's going to depend upon what happens, you know, with
Cal ISO and what happens with transmission grid.

COMMISSIONER WESTLY: Yeah, I think that would be
a disaster for the environment. I appreciate these things
aren't fully within your control. And we're highly likely
to invite you by the office in the near future.

MS. O'BRIEN: We'd be willing to accept that
invitation.

And certainly 1if you have any ideas on
counter-parties or a way to get a long-term PPA, we'd
certainly love to hear it. I mean what's happening in the

Legislature in support of potentially tearing down the
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older, less efficient plants certainly helps our cause as
we go forward.

CHAIRPERSON BUSTAMANTE: You could tear this one
down, build another one on spec.

MS. O'BRIEN: Not these days.

CHAIRPERSON BUSTAMANTE: I know, I know.

In terms of your must-run status, do you
anticipate that actually being maintained next year or do
you see any possibility of it being revoked?

MR. HICKOCK: Next year I believe it's a
certainty. In September the IS0 Board voted on
designation -- must-run designation from the year 2004.
And given the nature of what causes a unit to be
designated must-run or not, there's nothing that will
change about the transmission grid that makes the grid
capable of doing without the capacity at South Bay.

The most material developments I think on that
front, there will be some transmission upgrades on SDG&E's
system that I believe are completed next year. And then
we're waliting to see what the fallout from SDG&E's RFP is.
We know that they've proposed buying power from Otay Mesa,
they've proposed buying power from a new plant at Palomar.
And the ISO I think will have to run some transmission
studies with those scenarios and see what they think the

must-run needs for South Bay are, you know, into the
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future.

My expectation 1is that there will always be some
level of must-run need for South Bay at least for the next
several years. Beyond that I think the California ISO is
probably the best entity to give you an objective opinion.

CHAIRPERSON BUSTAMANTE: What 1if it was revoked?

MR. HICKOCK: If the South Bay must-run were
revoked? You know, then it's a plant that has no must-run
contracts. It would have to earn its living out in the
spot market, which is a pretty tight market anymore.

So —--

CHAIRPERSON BUSTAMENTE: Especially for an
inefficient one?

MR. HICKOCK: Particularly for an inefficient
one. Yeah, it's -- we've got units that are -- they're
largely 10,000 heat rates, which aren't bad by the
standard of their day, but relative to a new combined
cycle are inefficient. And we've got one unit that's
12,000 megawatts. It's a Peaker. So, you know, it's --
much of South Bay's existence is a function of its need
for local reliability purposes.

CHATIRPERSON BUSTAMANTE: And do you think that
you'll be given a -- you seem pretty sure that you're
going to be given a must-run status next year. Is that

because of the contracts being renewed --
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MR. HICKOCK: Yes.

CHATIRPERSON BUSTAMANTE: -- in March of -- pretty
much around March of what, 200472 Isn't it somewhere in
that timeframe?

MR. HICKOCK: September 2004 is when we received
word that we had been designated must-run for 2004. So
we've received a designation for next year.

CHAIRPERSON BUSTAMANTE: You've received it for
next year already?

MR. HICKOCK: Yes.

CHATRPERSON BUSTAMANTE: I see.

Okay. We have several community members that are
going to be coming forward.

COMMISSIONER WESTLY: Thank you.

CHAIRPERSON BUSTAMANTE: Duke, can you keep
yourself available?

MR. HICKOCK: Sure.

CHATIRPERSON BUSTAMANTE: Environmental Health
Coalition.

Albert.

MR. HUANG: My name is Al Huang, Environmental
Health Coalition. I'm going to speak briefly. We have
some handouts here that Mr. Ramos is going to hand out to
everybody in just a moment.

After I speak Al Shur from the International
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Brotherhood of Electrical Workers Local 569 is going to
speak, Bruce Reznik and Allison Rolle from San Diego Bay
Keeper, and Jim Peugh from the San Diego Audubon Society.

First we'd like to thank the Commission for
holding these meetings in the power plant down in San
Diegd, because the public will have an opportunity to
engage with you and speak with you. And as you know, the
power plant is an issue of high concern public interest.
So we appreciate when you guys hold meetings down in San
Diego, Jjust to let you know.

First I'd like to bring a couple things to the
attention of the State Lands Commission that are relevant
to the South Bay Power Plant.

First, as you may know, recently California
Environmental Protection Agency adopted pretty
groundbreaking environmental justice guidelines in the
State of California. And in your handout, this booklet
that you have, I see Steve looking through already, is a
book that kind of sums up the recommendations that have
been adopted by Cal EPA, and it was created by EHC and
other allied lied groups throughout the state.

The guidelines which apply to all departments of
California EPA put California as a leader in the country
in implementing a policy to protect the public health and

impacted communities.
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And just to quickly go through some of the things
that would relate to South Bay Power Plant is the adoption
of the precautionary principle. And that basically says
if there's a reason for concern, like a public health risk
or environmental risk, you take action immediately.

The second is the creation of the Office of
Pollution Prevention. And this requires implementation of
less toxic alternatives. So applied to the power plant,
once-through cooling, for example, 1s a technology that
currently exists. But so is dry cooling, which is a
technology that if implemented would eliminate the
pollution, hence pollution prevention.

The next recommendation that was also adopted was
an improved cumulative impact statement. CEQA, and you
guys know, already has a cumulative impact statement. But
this is an advanced form of that that ensures that we'll
create new or worsening pollution problems. And
especially with the bay front development. You heard
about the role the South Bay Power Plant plays in it.

When you have increased development in a high density
populated area, you're going to have cumulative impacts to
the environment.

Finally, on the implementation guidelines it's
called for ensuring a meaningful public participation.

And I'm going to speak more about that later on. And that
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really is talking about having more of the public role in
the public process. So you actually impact the public
process as opposed to just participating in it.

First, I understand that State Lands Commission
has already adopted an environmental justice policy on
October 2002, led by this Chair. And we applaud you for
that. And we also understand that State Lands Commission
was the first lead agency to consider environmental
justice impacts in EIR under CEQA. And you should
definitely be commended for that.

However, as Cal EPA has demonstrated, we can do
better. And as a result I'm here to request that State
Lands Commission staff look into supporting legislation
that allows the State Lands Commission and its departments
to adopt these visionary environmental justice principles
for the management of your lands under its jurisdiction.
And these are the tools that our communities need to
achieve environmental Jjust. So at first we request that
you look into -- your staff look into that option.

On the topic of the power plant, meaningful
public participation has come up. And in regards to the
South Bay Power Plant, we believe there's an urgent need
to begin a full and thorough public discussion on the
power plant and the concerns of the community.

As you have in your handout there's a Chula Vista
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