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IMPORTANT NOTE: The Commission will not take public testimony 
during this phase of the appeal hearing unless at least three commissioners 
request it. If the Commission finds that the appeal raises a substantial 
issue, it will schedule the de novo phase of the hearing for a future 
meeting, during which it will take public testimony. Written comments 
may be submitted to the Commission during either phase of the hearing. 

APPEAL STAFF REPORT  
SUBSTANTIAL ISSUE DETERMINATION ONLY 

Appeal number...............A-3-MRB-10-047, Dynegy Morro Bay Water Supply Well  

Applicants .......................Dynegy Morro Bay LLC 

Appellant.........................Commissioners Mark Stone and Sara Wan  

Local government ..........City of Morro Bay 

Local decision .................Coastal Development Permit (CDP) Application Number CP0-290 approved 
by the Morro Bay Planning Commission on May 3, 2010. 

Project location ..............Near Morro Creek between the Dynegy Morro Bay power plant facility and 
Highway 1 at 1290 Embarcadero Road in the City of Morro Bay (APN 066-
331-037). 

Project description .........Abandon an existing water supply well; drill a new water supply well; 
relocate an existing pump house to the new well location; and extract and use 
water from the new water supply well.  

File documents................Final Local Action Notice for City of Morro Bay CDP Number CP0-290; City 
of Morro Bay certified Local Coastal Program (LCP); City of Morro Bay 
2005 Urban Water Management Plan; CCC Substantial Issue Staff Report for 
A-3-MRB-08-031 (Main Street Well Abandonment); CCC Staff Report 
Regarding the Energy Commission’s Application for Certification (AFC-00-
12) Duke Energy Morro Bay Power Plant Modernization Project; California 
Energy Commission’s Proposed Decision on Application for Certification 
(00-AFC-12) of Morro Bay Power Plant Project. 

Staff recommendation ...Substantial Issue Exists 

A. Staff Recommendation 

1. Summary of Staff Recommendation 
The City approved a CDP to abandon an existing private water supply well and to drill and use a new 
private water supply well. The certified City of Morro Bay LCP does not allow for private water wells, 
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requires protection of water resources for Coastal Act and LCP priority uses, and requires protection of 
groundwater quantity and quality in order to protect riparian and creek habitat and ESHA. The 
appellants contend that the City’s decision is inconsistent with the LCP with regard to the public works 
and habitat protection policies. 

Staff believes that the appeal raises substantial LCP conformance issues. The City’s CDP decision 
authorizes a private water supply well within the City limits, where private water wells are not allowed. 
In addition, the City did not evaluate the hydrological and biological impacts of the use of the water 
extracted from the new well, and did not include conditions of approval to ensure that the project would 
be consistent with the water supply protection or habitat protection policies of the LCP.  

Staff recommends that the Commission find that the appeal raises a substantial LCP conformance 
issue related to core LCP coastal resource protection requirements, and that the Commission take 
jurisdiction over the CDP application for this project. Motions and resolutions to effect this 
recommendation are found directly below. Should the Commission find a substantial issue, a de novo 
CDP application hearing on the project would be scheduled for a future date.  

2. Staff Recommendation on Substantial Issue 
Staff recommends that the Commission determine that a substantial issue exists with respect to the 
grounds on which the appeal was filed. A finding of substantial issue would bring the project under the 
jurisdiction of the Commission for hearing and action.  

Motion. I move that the Commission determine that Appeal Number A-3-MRB-10-047 raises no 
substantial issue with respect to the grounds on which the appeal has been filed under Section 
30603 of the Coastal Act. 

Staff Recommendation of Substantial Issue. Staff recommends a NO vote. Failure of this 
motion will result in a de novo hearing on the application, and adoption of the following 
resolution and findings. Passage of this motion will result in a finding of No Substantial Issue 
and the local action will become final and effective. The motion passes only by an affirmative 
vote of the majority of the appointed Commissioners present. 

Resolution to Find Substantial Issue. The Commission hereby finds that Appeal Number A-3-
MRB-10-047 presents a substantial issue with respect to the grounds on which the appeal has 
been filed under Section 30603 of the Coastal Act regarding consistency with the certified Local 
Coastal Program and/or the public access and recreation policies of the Coastal Act. 
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B. Findings and Declarations 
The Commission finds and declares as follows: 

1. Project Setting 
A. Regional Setting 
The City of Morro Bay is located on the shores of Morro Bay near the middle of the larger Estero Bay 
area in San Luis Obispo County. Until the mid-1940’s, most of the small community of Morro Bay was 
built on the bluff tops above the tidal flats. Between 1942 and 1945, the north and south breakwaters at 
the entrance to the Morro Bay harbor, two “T”-piers, and the inner harbor bulkhead were constructed for 
a Navy amphibious base. A navigational channel was dredged and the spoils deposited behind the inner 
harbor bulkhead to create a fill area along the bay that became known as the Embarcadero. In the late 
1940’s the Navy base, including all waterfront facilities, was sold to San Luis Obispo County. Buildings 
began to be constructed on the Embarcadero, and various docks and piers were occupied by a growing 
fleet of commercial fishing boats. In the early 1950s, the County sold a portion of the old Navy base 
property to PG&E, which was later used to construct the Morro Bay Power Plant, now a defining feature 
in Morro Bay. In 1964, the City of Morro Bay incorporated and assumed jurisdiction over the County’s 
waterfront land and facilities, including the Embarcadero. Trusteeship of state tidelands was also 
transferred to the City at that time. 

The City and the Embarcadero are major tourist attractions and prime coastal visitor-serving 
destinations with an estimated 1.5 million visitors annually. The Embarcadero is now largely developed 
with a variety of visitor-serving (overnight units, restaurants, gift shops, etc.) and coastal-related land 
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uses (i.e., kayak rental, commercial and recreational fishing services, etc.). Parcels on the bayside of 
Embarcadero are leased to individual lessees by the City through the City’s proxy relationship to the 
State Lands Commission.  

Morro Bay and the surrounding area include a variety of biological habitats, including coastal wetlands, 
intertidal mud/salt flats, rocky subtidal and intertidal zones, riparian corridors and woodlands. All of 
these habitats provide highly productive, diverse and dynamic ecosystems. Central to this habitat 
framework is the Morro Bay Estuary itself. This mostly shallow lagoon is approximately 2,500 acres 
and is sheltered from the open ocean by the sandspit and constructed breakwater. It is considered the 
most significant wetland system on California’s south central coast. The Bay serves as a critical link of 
the Pacific Flyway by providing important habitat for resident and migrating shorebirds and waterfowl. 
The Audubon Society has ranked Morro Bay as one of the top five areas out of nearly 1,000 sites 
nationwide for diversity of winter bird species.1

The Bay is home to a diverse collection of fish and wildlife species, many of which are rare, threatened, 
endangered, and/or endemic to the bay. For example, the estuary serves as resident and nursery habitat 
for the federally endangered tidewater goby and the steelhead trout, and other fish and shellfish. Other 
examples of federally threatened or endangered species that depend on the estuary and its watershed for 
their survival and recovery include: snowy plover, brown pelican, California black rail, California red-
legged frog, Least Bell’s vireo, Morro shoulderband snail, Southern sea otter, California clapper rail, 
Southwestern Willow Flycatcher, and the Morro Bay kangaroo rat. In addition, the bay supports a 
diverse and wide range of marine organisms including fish, shellfish, invertebrates, and other taxa (e.g., 
phytoplankton, zooplankton, jellyfish). It also supports recreational and commercial fisheries, and also 
provides commercial shellfish harvests. 

Morro Bay also includes the largest eelgrass beds in the southern part of the state, with dense stands 
located in the lower intertidal areas and shallow channels within the Bay. These beds are a complex and 
highly productive environment, serving as a spawning and nursery ground for many species of fish (e.g. 
halibut, English sole, topsmelt, shiner perch, speckled sanddab, plainfin midshipmen, arrow and bay 
goby), and larger invertebrates (e.g., bay shrimp, spiny cockle, nudibranchs, cancer crabs, yellowshore 
crab). The dense foliage serves a number of functions such as substrate for epiphytic flora, fauna, and 
microbial organisms that decontaminate the Bay’s water, and as a moderator of current and wave action, 
allowing suspended sediments and organic particles to settle, thereby improving water quality. 
Moreover, the eelgrass habitat in Morro Bay is the only significant eelgrass habitat in central and 
southern California available to the black brant during its annual migration to and from Mexico.  

Morro, Chorro and Los Osos Creeks and several smaller tributaries drain into the bay. The creeks and 
their associated riparian areas provide habitat for fish and other aquatic organisms as well as food and 
shelter for migratory birds and other animals. In addition, they provide important habitat for the 
federally endangered steelhead trout. Steelhead trout are anadromous fish, which are spawned in 

                                                 
1  For example, the Audubon Society estimates indicate that 200 different bird species have been identified using the Bay during a single 

day in December, including approximately 25,000 black brants. 
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streams, spend a portion of their life cycle in the ocean, and then return to the stream where they were 
spawned to reproduce. 

B. Project Location 
The City-approved project is located within the Morro Bay Power Plant (MBPP) property, on Esplanade 
Road in the City of Morro Bay. The MBPP property is about 107 acres, and is primarily occupied by an 
existing 1,002-megawatt electrical generating facility (i.e., the MBPP) lying adjacent to Morro Creek 
and the Morro Bay harbor and estuary. The MBPP is owned and operated by the applicant, Dynegy 
Morro Bay LLC. The MBPP borders Embarcadero Road on the west and Highway 1 on the east. The 
plant is adjacent to the existing 24-acre Pacific Gas and Electric (PG&E) Morro Bay Switchyard.  

The MBPP was originally built by the prior owner, PG&E, in several stages from 1951 to 1963. Other 
facility-related structures on site include five fuel oil storage tanks, one displacement oil tank, three 450-
foot tall exhaust stacks, a large steam boiler, turbine generator building, and ancillary buildings and 
equipment. 

In 2004, the California Energy Commission (CEC) authorized a complete modification of the power 
plant, which includes dismantling and removing the existing power plant, except for its intake and 
outfall lines, and constructing two new 600-megawatt power generation units.2,3 In addition, there have 
been a variety of redevelopment concepts identified for the site, including because its size and 
dominating location in the City and adjacent to the Bay give rise to the potential for accommodating 
other potential uses (e.g., a university focused on alternative energy production has been discussed). 

The site is located in the southwest portion of the Morro Hydrologic Sub-area (Morro Basin) of San 
Luis Obispo County. The Morro Basin encompasses an area of 810 acres, extending from the coastline 
to the convergence of the Morro and Little Morro Valleys. Morro Creek, a stream with headwaters in 
the Santa Lucia range, is the primary stream draining the Morro Basin. Basin recharge is by infiltration 
of precipitation and from tributary watersheds upstream on the Morro and Little Morro Creeks. Under 
natural conditions, groundwater flows to the west in the Morro Basin and discharges into Estero and 
Morro Bays. Water quality in the Morro Basin up gradient of the “narrows” area (i.e., the area generally 
east of Highway 1) is generally poor due to elevated nitrate levels apparently largely caused by 
agricultural activity. The water quality down gradient of the “narrows” is generally acceptable in times 
of high groundwater levels, but is susceptible to seawater intrusion during times of drought and/or 

                                                 
2  Pursuant to the Warren-Alquist Act, the CEC has exclusive siting authority over thermal electric power plants of 50 megawatts or 

greater, and no CDP is required. That said, pursuant to that Act and Coastal Act Section 30413(d), the CEC is required to incorporate 
specific provisions identified by the Coastal Commission (for Coastal Act and/or LCP consistency) into any such CEC approval. The 
Commission provided the CEC with a series of such specific provisions in relation to the CEC’s 2004 action, including eliminating 
once-through cooling. However, the CEC determined that the once-through cooling alternative and its associated Habitat Enhancement 
Program was the environmentally preferable alternative. Therefore, the CEC authorized project includes retaining the existing intake 
and outfall lines. Recently, however, the State Water Resources Control Board adopted a policy to phase out once-through cooling 
systems at the state’s coastal power plants, with the Morro Bay plant scheduled to phase out its system by 2015. 

3  The applicant has recently begun the “tank farm” (i.e., the upcoast MBPP yard area occupied by large storage tanks) demolition portion 
of the development that was authorized under that project in 2004. 
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groundwater pumping during drought.4

The Morro Basin is a small, shallow aquifer with limited storage capability. According to the City’s 
2005 Urban Water Management Plan, historical operations indicate that the Morro Basin aquifer can be 
drained in the event that the Morro well field is continuously operated during a 2 to 7 year drought 
cycle.5 Also, as indicated above, the Morro Basin has experienced periods of seawater intrusion during 
previous long-term droughts, but the Urban Water Management Plan states that the City’s annual limit 
on its own pumping from the basin makes seawater intrusion less likely to occur in the future.6

According to applicant testimony, there are three water supply wells on the MBPP site that were drilled 
by PG&E in 1951. Well #1 is located north of Morro Creek. This well was given to the City and is 
currently operated by the City as a public water supply well. Wells #2 and #3 are located south of the 
creek, and are used to feed a 500,000 gallon private water tank, which is used for on-site fire 
suppression and other operations, including plant maintenance, cleanup, and landscaping. Wells #2 and 
#3 were originally designed to pump 125 gallons per minute, but because Well #3 apparently no longer 
backfills with water quickly enough to provide a reliable water supply, the applicant applied to replace 
it.7

2. Project Description 
The City-approved project authorizes abandoning existing private water supply Well #3 near Highway 
1, drilling a new private water supply well closer to Morro Creek, relocating the existing pump house to 
the new well location, and extracting water from the new well. The new well would be located 
approximately 120 feet from Morro Creek in an area that is largely devoid of power plant development 
(i.e., a natural area between the plant proper and Highway 1) and would be drilled to a depth of 
approximately 100 feet. To connect the well to the existing water piping and electrical system, the 
project includes digging a 400-foot long trench that would be 5 to 6 feet deep and 2 to 3 feet wide. See 
project information in the City’s action notice attached as Exhibit B. 

Construction of the approved project has been completed by the applicant. The City apparently issued a 
CDP to the applicant prior to submitting a Final Local Action Notice to the Commission, and before the 
Commission’s appeal period began. As a result, the City’s CDP was never effective. Thus, the well 
development that has taken place on the site was not authorized by a valid CDP. 

3. City of Morro Bay CDP Approval 
                                                 
4  California Coastal Commission, Substantial Issue Determination Staff Report A-3-MRB-08-031 (Main Street Well Abandonment), 

Prepared June 26, 2008 for July 10, 2008 hearing, page 3. 
5  Boyle Engineering Corporation for City of Morro Bay, 2005 Urban Water Management Plan, February 2006; page 57; accessed 

September 13, 2010: http://www.morro-bay.ca.us/documents/Public%20Services/Water%20Division/2005%20Urban%20Water%20 
Management%20Plan.pdf. 

6  Ibid, page 33. 
7  Applicant testimony provided at the City of Morro Bay’s Planning Commission meeting of April 19, 2010. 
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On May 3, 2010, the City of Morro Bay Planning Commission approved CDP Application Number 
CP0-290. Notice of the Planning Commission action on the CDP was received in the Coastal 
Commission’s Central Coast District Office on August 26, 2010. The Coastal Commission’s ten-
working day appeal period for this action began on August 27, 2010 and concluded at 5 p.m. on 
September 10, 2010. One valid appeal (see below) was received during the appeal period. 

4. Appeal Procedures 
Coastal Act Section 30603 provides for the appeal to the Coastal Commission of certain CDP decisions 
in jurisdictions with certified LCPs. The following categories of local CDP decisions are appealable: (a) 
approval of CDPs for development that is located (1) between the sea and the first public road 
paralleling the sea or within 300 feet of the inland extent of any beach or of the mean high tide line of 
the sea where there is no beach, whichever is the greater distance, (2) on tidelands, submerged lands, 
public trust lands, within 100 feet of any wetland, estuary, or stream, or within 300 feet of the top of the 
seaward face of any coastal bluff, and (3) in a sensitive coastal resource area; or (b) for counties, 
approval of CDPs for development that is not designated as the principal permitted use under the LCP. 
In addition, any local action (approval or denial) on a CDP for a major public works project (including a 
publicly financed recreational facility and/or a special district development) or an energy facility is 
appealable to the Commission. This project is appealable because it involves development that is located 
seaward of the first public road.8

The grounds for appeal under Section 30603 are limited to allegations that the development does not 
conform to the certified LCP or to the public access policies of the Coastal Act. Section 30625(b) of the 
Coastal Act requires the Commission to conduct a de novo CDP hearing on an appealed project unless a 
majority of the Commission finds that “no substantial issue” is raised by such allegations. Under Section 
30604(b), if the Commission conducts a de novo hearing and ultimately approves a CDP for a project, 
the Commission must find that the proposed development is in conformity with the certified LCP. If a 
CDP is approved for a project that is located between the nearest public road and the sea or the shoreline 
of any body of water located within the coastal zone, Section 30604(c) also requires an additional 
specific finding that the development is in conformity with the public access and recreation policies of 
Chapter 3 of the Coastal Act. This project is located between the nearest public road and the sea, and 
thus this additional finding would need to be made if the Commission approves the project following a 
de novo hearing. 

The only persons qualified to testify before the Commission on the substantial issue question are the 
applicant, persons who made their views known before the local government (or their representatives), 
and the local government. Testimony from other persons regarding substantial issue must be submitted 
in writing. Any person may testify during the de novo CDP determination stage of an appeal. 

                                                 
8  Depending on the cost of the facilities that would be constructed, it is possible that the project may also be appealable as a major energy 

facility project. However, given its location seaward of the first through public road, this question need not be answered in terms of 
appealability. 
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5. Summary of Appeal Contentions 
The appellants contend that the City’s CDP decision is inconsistent with certified LCP policies. First, 
the appellants contend that the LCP does not allow private water wells within the City, and therefore, a 
private water well cannot be approved consistent with the LCP. In addition, the appellants contend that 
the approved project is not consistent with LCP policies protecting groundwater quantity and quality 
and LCP policies protecting creek and riparian habitats and ESHA. Please see Exhibit C for the 
complete appeal document. 

6. Substantial Issue Determination 
A. Applicable LCP Policies 
The appeal raises questions regarding allowing private water supply wells within the City, as well as 
protecting the quantity and quality of groundwater for Coastal Act and LCP priority uses and protecting 
creek and riparian habitats as well as ESHA. 

The project site is zoned coastal-dependent industrial. The following LCP zoning regulations establish 
the allowed uses in the coastal-dependent industrial district and the special uses that may be allowed in 
the City. The coastal-dependent industrial district regulation does not list private water wells as an 
allowed use, and although public water wells may be allowed as a special use pursuant to 17.30.030(P), 
private wells are not allowed. 

IP Policy 17.24.150 (Coastal-dependent industrial (M-2) district). Purpose. The purpose of the 
coastal dependent industrial district is to provide districts for industrial development wherein 
manufacturing and other industries which require a site on or close to the ocean or harbor can 
locate and operate while maintaining an environment minimizing offensive or objectionable 
noise dust, odor or other nuisances, all well designed and properly landscaped. 

Unless otherwise designated, the following uses, or other uses which are found to be similar and 
consistent with the general plan and local coastal plan may be allowed with the appropriate 
permits and licenses: Thermal power plant and support facilities; pipelines; storage tanks; 
wastewater treatment facilities; other industrial uses which must be located on or adjacent to the 
sea in order to function (Excluding: OCS land-based support facilities including but not limited 
to support bases, pipe storage yards and pipeline coating yards); Aqua-culture and fish 
processing plants; Uses allowed in the M-1 zone if coastal related, such as but not limit to: boat 
construction, marine supply and repair, recreational vehicle service and other coastal related 
manufacturing uses… 

IP Policy 17.30.030 (Special use permits). The special uses listed in this section may be allowed 
by the planning commission upon approval of a conditional use permit…P. Public Utility 
Facilities. Public utility facilities, including but not limited to public parking lots, roads, bridges, 
pedestrian trails, bikeways, communications equipment building, water wells, substations, 
switching stations, pipelines, transmission lines, and similar uses provided…(emphasis added) 
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The public works policies of the LCP protect groundwater resources. These policies prohibit extractions 
that exceed Basin Safe Yield and extractions that would adversely affect the biological productivity of 
coastal waters. In addition, these policies protect groundwater quantity and quality for Coastal Act 
priority uses, and require the City to monitor and conserve groundwater. 

LUP Policy 3.01. …extractions of water from groundwater basins shall not exceed Basin Safe 
Yield except under a conjunctive use program. Determinations of Basin Safe Yield shall ensure 
that groundwater extractions, stream diversions, etc. do not exceed a magnitude when the 
biological productivity of coastal waters is adversely affected… 

LUP Policy 3.02. In any system the city of Morro Bay uses for water allocation, the City shall 
insure the following uses receive priority for available water and wastewater treatment 
facilities: Commercial Fishing/Agriculture; Coastal-Dependent Land Uses; Coastal-Related 
Land Uses; Essential Public Services and Basic Industries; Public Recreation; Commercial 
Recreation; Visitor-Serving Land Uses; Residential and other Commercial and Industrial Land 
Uses… 

LUP Policy 3.04. Chapter 3 Coastal Act Policies shall be the bases for reviewing the adequacy 
of any Water Management Plan. A Water Management Plan shall ensure at a minimum, the 
following: 

1)  An adequate water supply for coastal-dependent activities such as commercial fishing, oyster 
farming, fish and shellfish processing, recreational boating and fishing and industrial energy 
development. 

2)  Continued protection of the Morro Bay wetland areas with assurances that the wetlands 
shall continue to be seasonally flushed of accumulated salts from sediments. 

3)  An adequate ground surface water supply to protect the biological productivity of coastal 
waters including riparian stream corridors upon which the anadromous fishery depends for 
viability 

4)  Sufficient water for agricultural operations in the Morro and Chorro Valleys. 

Once a Water Management Plan has been incorporated into the LUP, the approved elements of 
the plan shall be implemented with each project approval accompanied by findings that the 
resources listed above have been protected consistent with Chapter 3 policies contained in the 
Coastal Act… 

LUP Policy 3.08(1). The City will develop appropriate levels of water conservation needed 
based on water availability and quality. 

LUP Policy 3.08(3). The City shall continue the use of groundwater within the limits of the 
City’s water rights and promote the continued conservation of all water use through existing 
programs and promote additional methods of conservation to the benefit of the consumers. 
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LUP Policy 3.08(9). The City shall monitor groundwater levels and quality… 

The LCP includes broad protections for biological resources and sensitive habitats, including riparian 
habitats. In addition, Policy 11.17 specifically protects the quantity and quality of water in the Morro 
groundwater basin, where the approved project is located. This policy requires the City to ensure stream 
flows are adequate to maintain riparian and fisheries habitat. 

LUP Policy 11.01. Environmentally sensitive habitat areas shall be protected against any 
significant disruption of habitat values… 

LUP Policy 11.02. Development in areas adjacent to environmentally sensitive habitat areas 
and parks and recreation areas shall be sited and designed to prevent impacts which would 
significantly degrade such areas, and shall maintain the habitats’ functional capacity. 

LUP Policy 11.14. A minimum buffer strip along all streams shall be required as follows: (1) a 
minimum buffer strip of 100 feet in rural areas; (2) a minimum buffer strip of 50 feet in urban 
areas… The buffer area shall be measured landward from the landward edge of riparian 
vegetation… 

LUP Policy 11.17. The biological productivity of the City’s environmentally sensitive habitat 
areas shall be maintained and, where feasible, restored through maintenance and enhancement 
of the quantity and quality of Morro and Chorro groundwater basins and through prevention of 
interference with surface water flow. Stream flows adequate to maintain riparian and fisheries 
habitat shall be protected. 

B. Analysis 

Private Utilities 
The City of Morro Bay is an incorporated City, and most of the property in the City is located within the 
urban side of the urban/rural boundary. As with the Coastal Act, the LCP directs development to such 
urban areas, including because urban services, such as water, can be addressed within a common public 
services framework that ensures that such scare resources are appropriately allotted. When an urban area 
lacks critical infrastructure (such as water in Morro Bay) to support additional urban development, it 
does not mean that urban uses should proceed incrementally, using what are essentially rural-level 
services (e.g., private water supply wells). The proliferation of such private services within an urban 
area causes practical problems (e.g., wells stop producing, such as is apparently the case in this project) 
as well as planning problems. In addition, these services often draw from the same source as public 
supplies, further exacerbating public service constraints and related problems. Furthermore, such private 
services can lead to unchecked environmental degradation (e.g., exceeding safe groundwater yield, 
reducing required in-stream flows, etc.). Ultimately, incremental private service development in urban 
areas that are served by public utilities can lead to serious cumulative environmental resource impacts 
such as groundwater overdraft, polluted groundwater, degraded riparian habitat, and so on.  

Therefore, utilities that are public, not private, are the most appropriate way to serve development in the 
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City under the Coastal Act and the LCP. Accordingly, the LCP does not contemplate or provide a basis 
for approval of private water wells within the City. The LCP discusses water resources in the LCP Land 
Use Plan (LUP) public works chapter, which, along with the public works policies, discuss water 
resources only within the context of public water utilities and not private water utilities. In addition, the 
zoning regulations of the LCP’s Implementation Plan (IP) do not allow private wells in any district, 
including the coastal-dependent industrial district in which the project is located. In contrast, however, 
public water wells are allowed (as a special use) within the City pursuant to IP Section 17.30.030.P.  

The City’s approval of the new private well does not acknowledge that private wells are not 
contemplated by the LCP, and it does not evaluate the project’s consistency with LCP zoning 
regulations, including regulations that do not provide for private wells in this district, or any other 
district in the City. These LCP provisions are in place because the City is an urban area where services 
are public, including for the reasons discussed above. Therefore, the City’s decision to allow a private 
water supply well raises a substantial issue of conformance with the LCP in this regard. 

Groundwater/Water Supply 
The public works policies of the LCP require the City to ensure that groundwater is conserved and 
reserved for priority uses, that groundwater quality is not degraded, and that groundwater levels are 
adequate to protect the biological productivity of coastal waters. The City determined that the project 
would not substantially impact water resources because it would not result in a net increase in the 
quantity of water extracted from the Morro Basin. This determination is apparently based on the 
applicant’s assertion that it does not intend to increase the quantity of water extracted from the new well 
as compared to the quantity that has been extracted from the existing well in previous years.9 In 
addition, the City determined that the project is consistent with LCP policies protecting water resources 
for Coastal Act priority uses based on the applicant’s intent to continue to use the water for uses 
ancillary to the coastal-dependent power plant on site. (See Exhibit B for the City’s staff report, findings 
and conditions.) 

With respect to the observation that the new well would only replace an existing well that pre-dates 
CDP requirements, and thus that there would be no net increase in water extraction, such observation is 
misleading. First, the articulated premise for the project is that the existing well is failing, and there is a 
need to supplement the amount of water that is currently being extracted from it, thus the new proposed 
well. As such, if the new well is used for the 500,000 gallons per year that the applicant asserts, and the 
existing well is no longer capable of providing this amount of water (i.e., per the applicant, because it no 
longer produces a reliable water supply), then there is an increase in water withdrawals compared to the 
current situation. 

Second, the City did not limit the amount of water that could be extracted from the new well in any way. 
Thus, and despite the applicant’s observation regarding the quantity of water that would be used from 

                                                 
9  In an oral presentation to the City of Morro Bay Planning Commission on April 19, 2010, the applicant stated that it has used 

approximately 500,000 gallons per year from the existing well in the past, and that the new well would be expected to generate a similar 
amount of water for applicant use under the approved project. 
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the new well, the approved well has the potential to extract a significant amount of water from the 
Morro Basin, which could result in adverse impacts on the quantity and quality of groundwater. The 
approved well would be drilled to a depth of 100 feet and would have a capacity similar to the capacity 
of the original Well #3, which was designed to pump 125 gallons per minute.10 At 125 gallons per 
minute, the well could produce a hypothetical maximum of 180,000 gallons per day, or over 5 million 
gallons in a month, or over 60 million gallons in a year.11  

In addition, the 2004 CEC authorization stated that the modified power plant would generally use 
10,000 gallons per day of freshwater from on-site wells, but that it may use as much as 80,000 gallons 
per day from the wells during short-term maintenance activities.12 Ultimately, the CEC authorization 
assumes an annual rate of at least 3.65 million gallons per year from the two on-site wells (i.e., 10,000 
gallons per day for 365 days). Presuming the two wells were utilized to the same degree, this would 
translate into more than 1.8 million gallons per year per well, or more than three times the amount 
asserted by the applicant in terms of this current well project. And, it is possible that the upgraded power 
plant could use even more water than the amount assumed by CEC. 

In short, the City-approved project represents an increase in water withdrawals in an area of limited 
water supply, without any condition limiting the amount of water that the applicant could withdraw.  

With respect to the type of use that would be supported by the water, the City conditioned its approval to 
limit the use of the water extracted from the approved well to on-site uses only, but the City did not limit 
the purposes for which the water could be used. Thus, the water could be used for any purpose on the 
site. Currently, the City’s condition ensures that the water would be used to support a coastal-dependent 
use, because that is the property’s current use. But the City’s CDP provides no other limitation on the 
use of the water produced by the well. As a result, should the use of the property change in the future, 
there is nothing in the City’s approval that would require that the appropriate water use questions are 
reexamined at that time. Rather, the City’s approval appears to facilitate a future assertion that the site 
already has water to serve development there—any development there—based on the approved well. 
While that is not to say that the power plant will not continue to operate, it is to recognize that there is 
the potential that redevelopment of the site includes something other than a coastal-dependent power 
plant use, and the City’s approval does not account for nor address such future use questions for the 
well.  

Given the potential for development and redevelopment that could be served by the approved well, 
including the development already authorized by the CEC in 2004 that appears to result in an increased 
use of water from the on-site wells, the impacts of using the approved well at its intended capacity, as 

                                                 
10  Applicant testimony at the City of Morro Bay’s Planning Commission meeting of April 19, 2010. 
11  Although there is no indication that that maximum would be pursued or that it could be achieved based on groundwater availability and 

equipment tolerances, it helps provide a relative measuring stick for understanding what the well could be capable of drawing from the 
groundwater basin holding these variables constant. 

12  California Energy Commission, Morro Bay Power Plant Project, Application for Certification 00-AFC-12, 3rd Revised Presiding 
Member’s Proposed Decision, June 2004; page 25; accessed September 16, 2010: http://www.energy.ca.gov/sitingcases/ 
morrobay/documents/2004-06-11_3RD_REV_PMPD.PDF.
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well as its full capacity, must be fully analyzed in order to determine consistency with the public works 
policies of the LCP, including those policies protecting groundwater resources. 

In its determination regarding the impacts of the project on groundwater, the City relied on a previous 
hydrological study that was prepared approximately 10 years ago for the California Energy Commission 
in its investigation of MTBE contamination in the overall aquifer.13 According to the City’s Public 
Services Director, the study included a description of the impacts of the ongoing use of existing Well 
#3, and showed that the use of the existing well at that time was not impacting the use of nearby City 
wells. The study did not analyze the impacts of any increase in the quantity of water extracted from this 
well, and it did not analyze the relocation of the well approved by the City in the subject CDP 
approval.14 Rather, the study was focused on questions that were relevant a decade ago in relation to 
MTBE contamination. There is nothing in the City’s notice to indicate that the ten-year old study was 
updated to reflect current groundwater data, and/or that it was updated to address questions relevant to 
the way in which the new well would operate, and/or that it was updated to reflect a new extraction 
point. In short, the City did not have adequate scientific evidence to determine that the approved project 
would have no impacts on the quantity or quality of groundwater, especially because the City did not 
analyze the impacts of using increased quantities of water from the new well or the impacts of extracting 
water from the new well at its new location.15

Therefore, because the City did not have scientific evidence to analyze the impacts of the intended or 
potential use of the well, and because the City did not condition its approval to limit the amount of water 
used (or even to require conservation of water resources, such as installation of low-flow fixtures), the 
City-approved project raises a substantial issue of conformance with the public works policies of the 
LCP, including Policy 3.01 prohibiting groundwater extractions from exceeding Basin Safe Yield; 
Policy 3.02 requiring the City to allocate adequate resources to Coastal Act priority uses; Policy 3.04 
requiring the City to ensure adequate water supply for Coastal Act priority uses, for agriculture, and to 
ensure protection of biological resources including wetlands and riparian stream corridors; as well as 
Policy 3.08 requiring the City to conserve water. Absent supporting evidence, it is not clear that the 
approved project would adequately protect groundwater and scarce water supply for priority uses, as is 
required by the LCP.  

Biological Resources 

                                                 
13  Telephone communication between Madeline Cavalieri, Coastal Commission Coastal Planner, and Rob Livick, City of Morro Bay 

Public Services Director, September 9, 2010. 
14  Ibid. 
15  The CEC conditioned its authorization of the power plant modification to require the applicant to conduct an aquifer test to determine 

the effects of increased pumping of the project’s wells on water levels and water quality in the nearby City wells. The condition 
requires the aquifer test and analysis to be submitted to the City at least 60 days prior to site construction phase mobilization, which 
includes tank farm demolition activities, if groundwater will be used for demolition activities. (See SOIL & WATER 10 on page 414 of 
the 3rd Revised Presiding Member’s Proposed Decision, dated June 2004 accessed at: http://www.energy.ca.gov/sitingcases/morrobay/ 
documents/2004-06-11_3RD_REV_PMPD.PDF.) It is not clear at the current time if such test has been performed (or if it is even yet 
required because groundwater would be used for demolition activities), but it is clear that no such test or test data was identified in the 
City’s CDP notice.  
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The riparian, habitat and ESHA policies of the LCP require the City to protect these resources from 
development impacts, including impacts from extracting groundwater. Water extractions from 
groundwater basins and stream underflow areas can impact the habitat by reducing the quantity of 
freshwater available for stream flows, which can impair fish habitat, reduce the amount of water 
available for riparian vegetation, and lead to increased salinity in bay waters, among other deleterious 
effects. The Morro Basin, in which this project is located, may be especially susceptible to such impacts 
because, as discussed in section B.1.B of this report, it is a shallow basin that has previously been 
subject to saltwater intrusion.  

As discussed above in the groundwater/water supply finding, the City’s approval did not include 
adequate hydrological information with which to evaluate the groundwater impacts of the project, 
including those caused by using the new well at its new location, as well as impacts caused by extracting 
increased quantities of water. Similarly, the City’s approval did not include any biological studies or 
analyses to identify the biological impacts from extracting water from the new well, including impacts 
on creek and riparian habitats. As such, there is no evidence that the proposed well will not adversely 
impact biological resources. Given its location closer to Morro Creek than the last well (within 
approximately 120 feet of the creek bank and directly adjacent to the edge of existing riparian 
vegetation) and thus the increased potential for direct impacts as well as underflow draw, it is not 
assured that Morro Creek related habitats are protected as required by the LCP. Exacerbating this issue, 
and as previously discussed, the City’s approval also did not limit the quantity of water that could be 
extracted from the new well. Finally, there appears to be no setback between the approved well and the 
riparian vegetation, inconsistent with LCP policy 11.14, which requires a 50 to 100 foot setback from 
the edge of riparian vegetation. In short, the City’s determination that the project would not cause 
significant adverse biological impacts cannot be assured. 

For these reasons, the City’s approval raises a substantial issue of conformance with the riparian, 
habitat, and ESHA protection policies of the LCP, including those policies discussed above. 

C. Substantial Issue Determination Conclusion 
The City-approved project allows for a private water supply well when such wells are not contemplated 
or allowed by the LCP. In addition, the well was approved absent information and/or terms and 
conditions to ensure coastal resource protection, including groundwater, creek, habitat, and ESHA 
resource protection, as required to be consistent with the LCP. Water supply and biological habitats are 
core coastal resources that require protection under the LCP. It is clear that the City’s CDP decision did 
not address the private use of groundwater resources or evaluate the impacts of the project on coastal 
resources, as required by the LCP. Thus, the City-approved project is inconsistent with the LCP, and the 
Commission finds that a substantial issue is raised with respect to the grounds on which the appeal has 
been filed and takes jurisdiction over the CDP application for the proposed project. 

Prior to bringing this matter back for Coastal Commission review in a de novo CDP hearing context, the 
applicant will need to provide up to date biological and groundwater analyses which demonstrate the 
impact of the proposed well and related development on groundwater and Morro Creek resources, 
including in terms of basin safe yield data and Morro Creek in-stream flow habitat requirements. In 
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addition, the applicant must clearly identify the parameters of the proposed use of the water to be 
extracted, including in terms of specific amounts for specific uses on the site, and the way in which the 
applicant would ensure such use provisions were monitored and enforced over time. The applicant must 
also provide information and evidence regarding the installation and use of the existing well at this 
location. Finally, the applicant must clearly articulate and demonstrate the reasons why the well could or 
should be considered a public water supply well under the LCP. Following submittal and Commission 
staff review of such required documentation, this matter will be scheduled for a Coastal Commission 
review on the merits of the CDP application. In the meantime, to the extent the subject well and related 
development has been installed and is already operational, the applicant has no CDP authorization for 
same, and use of such well, including extracting water from it, may constitute a knowing and intentional 
violation of the Coastal Act and its permitting requirements. 
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