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Chairman Kruer and Honorable Commissioners ;
California Coastal Commission RECEIV ED
North Central Cpast District AUG 0 4 2008

45 Fremont, Suite 2000

San Francisco, CA 94105-2219 ‘ _ cos srﬁt‘égim C—

Re: Carlsbad Desalination Project CDP Applicatidn No. E-06-013
Energy Minimization and Greenhouse Gas Reduction Plan -

Dear Chairman Kruer and Honorable Commissioners:

On behalf of Poseidon Resources (Channelside) LLC (“Poseidon™), this letter responds to
the Coastal Commission Staff Report dated July 24, 2008 regarding Poseidon’s proposed Energy
Minimization and Greenhouse Gas Reduction Plan dated July 3, 2008 (““GHG Plan” or “Plan”)
submitted pursuant to Special Condition 10 of the above-referenced Coastal Development Permit
(“Permit”) for the Carlsbad Seawater Desalination Facility (the “Project”). The GHG Plan is
scheduled to be considered by the Commission at its August 6, 2008 Meeting.

Poseidon’s GHG Plan represents an unprecedented voluntary commitment to account for
and bring to zero net indirect GHG emissions from the Project. While Poseidon supports Staff’s
recommendation that the Commission approve the Plan, Poseidon does not support Staff’s
recommended modifications to the Plan, which Poseidon believes exceed its voluntary
' commitment to offset its “net” indirect carbon impact, are contrary to California law and State.
climate change policy, unnecessary to ensure consistency with the Coastal Act, and would place
an excessive economic burden on the Project. Staff’s recommendations are premised on a
fundamental misapplication of The Global Warming Solutions Act of 2006 (“AB 32”) to the
Project (which does not place any “requirement” on the Project), which would not allow
emission credit from substantial Project benefits, such as avoided GHG emissions from
displacing 56,000 acre-feet per year (“AFY”) of imported water, and the wetland restoration
project Poseidon will undertake and fund. Adoption of Staff’s recommendation would double
the cost of implementing Poseidon’s GHG Plan from approxxmately $61 million to
approximately $121 million or more.

Poseidon therefore requests that the Commission not adopt Staff’s recommended
modifications to the Plan and instead adopt Poseidon’s Plan, as modified by Exhibit A attached
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hereto, for the reasons summarized below and described more fully in its “Response to Staff
Report,” attached hereto at Exhibit B.

L UNPRECEDENTED VOLUNTARY COMMITMENT THAT EXCEEDS COASTAL ACT
REQUIREMENTS

In October 2007, Poseidon made public its voluntary commitment to account for and
reduce to zero the Project’s net indirect GHG emissions and put forth a draft of the Plan to assure
“that this objective will be achieved over the 30-year life of the Project. Poseidon’s voluntary
commitment was memorialized in connection with the Commission’s approval of the Permit in
November 2007," and is made enforceable through Special Condition 10, which requires that the
Commission approve a revised Plan prior to the issuance of the Permit.

Poseidon’s GHG Plan has been developed in consultation with, and incorporates input
from, a multitude of State, regional and local agencies, including the Coastal Commission, State
Lands Commission, California Energy Commission, California Air Resources Board, California
Department of Forestry, California Department of Park and Recreation, the San Diego Air
Pollution Control District, the South Coast Air Quality Management District, and various
agencies in the San Diego region. The Plan has also been reviewed by the California Center for
Sustainable Energy, an independent third party respon51b1e for implementing elements of the
Plan.

On July 3, 2008, Poseidon submitted its proposed GHG plan in satisfaction of Special
Condition 10. Since that time, Poseidon has worked closely with Commission Staff to address a
number of Staff’s concerns with the Plan. As a result of those productive discussions, Poseidon -
- and Staff have agreed to a number of modifications to the Plan, which are set forth at Exhibit A.
Nevertheless, four key differences remain between Poseidon’s Plan and Staff’s recommendation,
which are discussed in Section III below and more fully at Exhibit B. Poseidon requests that the
Commission approve its Energy Minimization and Greenhouse Gas Reduction Plan as revised
and modified pursuant to Exhibit A attached hereto.

II. POSEIDON’S PLAN ENSURES THE PROJECT’S NET GHG EMISSIONS WILL BE
COMPLETELY OFFSET

The Project does not emit any GHG emissions and therefore, AB 32 does not impose, and
is not anticipated to impose in the near future, any “requirement” on the Project. AB 32 instead
regulates direct emitters such as SDG&E, the source of the Project’s electricity. Nevertheless,
Poseidon has committed not only to implement energy efficiency measures to ensure Coastal Act
consistency but goes significantly beyond Coastal Act requirements to offset all of the Project’s
net indirect carbon emissions and to ensure that those offsets are consistent with AB 32
principles for voluntary offsets. The Plan includes the following robust and enforceable
measures to ensure that the Project’s net GHG emissions reductions will be certain, verified and
reduced to zero:

! See Poseidon Resources, November 9, 2007 Response to Staff Report, Exhibit D.

These materials have been provided to Coastal Commission Staff
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e State of the art on-site energy minimization measures'costing approximately
$55 million.

e On-site solar power generation (if expected to prov1de a return on capltal
investment over the life of the Proyect)

¢ $1 million toward reforestation of areas in San Diego County 1mpacted by the
2007 wildfires.

. Application of CCAR/CARB methodology to deterrnine GHG emissions.

e Purchase of offsets/RECs sufficient to zero out the Project’s net indirect GHG
emissions.

e Offsets required to be consistent with AB 32 principles for voiuntary offsets
and purchased through independent third party providers who will verify that the
offsets are real and meet Plan requirements.

o Annual Reports to the Commission, which demonstrate that the Project meets
its offset requirements.

111. KEY DIFFERENCES BETWEEN POSEIDON’S PROPOSAL AND _STAFF’S RECOMMENDATION

While Poseidon has worked hard to resolve several of Staff’s issues with Poseidon’s
GHG Plan, four key differences remain. These issues, which are summarized below, include
recommendations by Staff that would: (1) incorrectly apply AB 32 criteria to all of the Project’s
benefits (including GHG emissions that are already included in its “baseline™), resulting in a
requirement that Project offset its “gross”, rather than “net”, GHG emissions; (2) severely limit
the availability of offsets to projects verified by CCAR and/or CARB and registered in the
Climate Action Reserve (“CAR”), which amount to less than 1% of the domestic carbon offset
market; (3) eliminate necessary and appropriate contingency plans to ensure that emissions
reductions are being addressed during market dysfunction; and (4) prohibit Poseidon from opting
into new government carbon offset programs as they become available.

A. Staff’s Recommendation Would Require the Project to Offset its “Gross”
Rather than “Net” GHG Emissions

Staff’s recommendation would require the Project to offset its “gross” indirect GHG
emissions from its electrical usage, without any credit for emissions reductions resulting from
Project features and Project-related benefits, including, most notably, emissions reductions
resulting from the Project’s replacement of 56,000 AFY of water that would otherwise be
imported from the State Water Project to the Project’s customers in the San Diego region. As
discussed below, requiring “gross” offsets would increase the cost of the Plan’s carbon offset
requirement from $6 million to $27 million.

e Imposing an Offset Requirement that Exceeds Poseidon’s Voluntary
Commitment Would Violate the Coastal Act. The Coastal Act authorizes the

These materials have been provided to Coastal Commission Staff
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Commission to require that the Project “minimize energy consumption and vehicle
miles traveled,” and ensure consistency with “requirements imposed by an air
pollution control district or [CARB] as to each particular development”, but it may
not “establish any ambient air quality standard or emissions standard, [or an] air
pollution control program or facility . . .” Coastal Act §§ 30253(4), 30253(3),

- 30414(a). The Project is consistent with Coastal Act §30253(4) requiring it to
minimize energy consumption through its $55 million of on-site state-of-the-art
‘energy minimization features. However, imposing an offset requirement beyond
Poseidon’s voluntary commitment to offset its net emissions violates § 30253(3)
because, as discussed further below, AB 32 established that regulation of GHG
emissions constitutes an air pollution control program and gave exclusive authority
over adoption and enforcement of that program to CARB, and neither CARB nor
SDAPCD have adopted such a program that applies to the Project. Moreover,
imposing such a requirement would also violate §30414(a) by attempting to establish
an air pollution control program.

o Imposing an Offset Requirement that Exceeds Poseidon’s Voluntary
Commitment Would Violate AB 32, the Health and Safety Code and the
Administrative Procedures Act. AB 32 establishes that the regulation of GHG
emissions is an air pollution control program and gives CARB exclusive rulemaking
authority over the implementation and enforcement of that program. Contrary to the
Staff Report, CARB has not yet promulgated any requirements applicable to indirect
emitters, such as the Project, nor has it adopted the anticipated programs governing
voluntary offsets. Further CARB’s June 2008 Discussion Draft of its “Climate
Change Draft Scoping Plan” does not anticipate that regulations applicable indirect
emitters will be adopted in the near future, but instead focuses on regulations of direct
emitters (which the Project is not) and incentives for voluntary reductions by indirect
emitters. CARB’s rule-making process will require public review and comment of
the proposed regulations and require CARB to adopt certain findings that, among
other things, the regulations are “cost-effective,” “feasible” and “equitable.” Health
& Safety Code §38562; Government Code § 11340-11365. Therefore, adopting
Staff’s recommendation and subjecting Project features and related benefits, such as
displacing imported water and the wetlands restoration, to AB 32’s principles for
voluntary offsets, misapplies principles to Poseidon that are applicable to CARB’s
regulatory authority, usurps CARB's rulemaking authority, deprives Poseidon the
protections afforded by the rulemaking process, and imposes an emissions
requirement that CARB has not adopted or determined satisfies the findings required
under the Health & Safety Code.

e Requiring “Gross” Offsets is Inconsistent with CEQA Principles and State
Climate Change Policy. Under CEQA principles and State climate change policy,
the Project’s impacts must be analyzed by determining the net change in GHG
emissions relative to existing conditions, or the “baseline”, factoring in both increases
and decreases in emissions caused by the Project, including Project features that
result in the reduction of another entity’s energy use, or Project features that result in
the sequestration of carbon. It is therefore appropriate for the GHG Plan to subtract

These materials have been provided to Coastal Commission Staff
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B.

from the Project’s indirect GHG emissions the Project features and Project-related
benefits, such as the wetlands restoration provided by the Project and displacing
imported water.

Importantly, the Project will produce 56,000 AFY of desalinated water that will
directly replace, on a one-for-one basis, water that would have been imported to the
Project’s customers from the State Water Project. The MWD has agreed to subsidize
the purchase of Project water at $250 per acre foot ($14 million per year). To receive
the subsidy, MWD requires the water agencies receiving the water to
“demonstrate that the water offsets an equivalent amount of water imported
from [MWD].” See letter from the General Manager of MWD, dated July 29, 2008,
attached hereto at Exhibit D. Because the Project replaces water for existing uses in
San Diego County, energy used to supply water to those uses today is part of the
“baseline.” Therefore, when assessing the Project’s GHG impacts, energy that would
have been used to import water replaced by the Project therefore must be subtracted
from the energy used by the Project, and it is appropriate to net out the Project’s
avoidance of GHG emissions associated with replaced water.

Requiring “Gross” Offsets Is Inconsistent with Constitutional “Nexus”
Requirements. Public agencies may not constitutionally impose conditions on
development unless there is a “nexus” between the condition and the project’s
environmental impact. In this case, there is no nexus for requiring Poseidon to offset
GHG emissions that may result at some uncertain point in the future should the water
that Poseidon is displacing be imported for new or expanded uses that are unrelated to
the Project.

A Gross Offset Requirement Would Result in “Double-Mitigation”. If any of the
56,000 AFY of water replaced by the Project is ultimately imported to the region for
hypothetical new or expanded uses unrelated to the Project, CEQA and State climate
change policy would address those associated impacts. Under Staff’s logic, for
example, a project proposing water conservation measures, such as low-flow toilets
or on-site water recycling, would be required to mitigate impacts that would result
from another hypothetical project consuming that foregone water. Requiring
Poseidon and the new water users to mitigate such impacts would substantially
increase the costs of desalination, reduce its viability and constitute poor public
policy.

Staff’s Recommendation Would Dramatically and Artificially Restrict

Access to the Carbon Offset Market

Staff’s recommendation would limit Poseidon to acquiring GHG emissions offsets from
only a handful of projects verified by CCAR or CARB and registered in the Climate Action
Reserve. As of now, CCAR has only three protocols — livestock/dairy, landfill, and reforestation
—and only three other protocols in progress, which take years to develop and approve. Staff’s
recommendation would therefore severely and artificially constrain the availability of carbon
offsets by limiting Poseidon to just 0.16% of the domestic market, provide no flexibility to

These materials have been provided to Coastal Commission Staff
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respond to an emerging and maturing marketplace, and could result in an unavailability of offsets
sufficient to achieve the goals of the GHG Plan.

Poseidon is committed to acquiring the necessary offsets from CCAR and/or CARB
exclusively to the extent these entities have offsets that are both available and affordable.
Poseidon has demonstrated this commitment by having recently become a member of the CCAR.
However, at present, the available offset projects verified by CCAR and/or CARB and registered
in the CAR are limited and the future availability and affordability of offsets offered by these
entitles is uncertain. This uncertainty raises questions regarding the workability of staff’s
recommendation.

In response to Staff’s recommendation, Poseidon has proposed that, in addition to
acquiring offsets from/through CARB and CCAR, it be permitted to acquire offsets from/through
additional respected third party providers that are members of the Offset Quality Initiative, which
today include The Climate Trust, Environmental Resources Trust and The Climate
Group/Voluntary Standard. Poseidon has also proposed that additional third party providers
could be added later, subject to Executive Director approval, provided that they are independent
and non-affiliated entities that adhere to substantially similar principles and evaluation criteria
for high quality offsets as these other providers. We believe that this modification provides the
necessary assurances that Poseidon’s offsets will be certain, verifiable and consistent with AB 32
principles for voluntary offsets.

C. Staff Recommends Elimination of a Contingency for Market Dysfunction

Staff’s recommendation would eliminate a contingency plan proposed by Poseidon to
address potential dysfunction in the carbon offset market. The offset market is new and
unpredictable. If offsets are not reasonably available, and if no contingency plan is provided,
Poseidon could be violation of Condition 10 through no fault of its own. Poseidon has therefore
proposed that in the event of market dysfunction, as defined in the GHG Plan, and after
Executive Director approval, Poseidon may pay into an escrow fund, in lieu of acquiring offsets,
in amount equal to $10 per metric ton (plus inflation) for each ton not previously offset. Monies
paid into the escrow fund would be spent on offsets as they became available.

In response to Staff’s concerns that Poseidon would be permitted to unilaterally forego
mitigation when it deems market conditions to be unfavorable and that the Plan does not identify
how the escrow funds would be used or who would decide their use, Poseidon has proposed
further revisions to its Plan, as set forth in Exhibit A, which require: (i) an Executive Director
determination concurring that a market dysfunction exists, as well as approval of the escrow
account, before Poseidon may utilize the contingency plan; (ii) and that Poseidon submit a plan
for Executive Director review and approval within 180 days of the determination that sets forth
how the escrow funds will be spent on offset projects.

D. Staff’s Recommendation Prohibits Opting into New Government GHG
Offset Programs that May Become Available

Staff’s recommendation also would not permit the flexibility for Poseidon to satisfy the
requirements of the GHG Plan by opting into a GHG offset or other mitigation program, which

These materials have been provided to Coastal Commission Staff



August 2, 2008
Page 7

may in the future be developed by SDAPCD, SCAQMD, CARB, SDG&E or any other similar
government agency, in lieu of purchasing carbon offsets. Poseidon has proposed that this
flexibility be provided to ensure that, all times, the most efficient means for offsettmg the
Project’s net GHG emissions are being undertaken.

E. Staff’s Recommendations Would Impose an Excessive Economic Burden on
the Project

Staff’s recommendations that require Poseidon to offset its gross emissions and to
artificially constrain its purchase of offsets would impose an excessive economic burden on the
Project, which would be compounded by Staff’s prohibition on any contingency plan in the event
of market dysfunction or flexibility to participate in new government offset programs. These
recommendations would be wholly inconsistent with AB 32, which as discussed above requires
that regulations promulgated thereunder regulate GHG emissions in a manner that is “cost-
effective”, “feasible” and “‘equitable”.

The Project is estimated to cost approximately $300 before mitigation costs. Current
mitigation costs arising from Coastal Commission review are estimated at $90 million, including
$55 million for state of the art energy minimization features, $6 million for “net” carbon offsets,
and $29 million for the Marine Life Mitigation Plan. These costs are in addition to significant
mitigation costs already imposed on the Project by the City of Carlsbad during its review of the
Project. By requiring “gross” offsets, Staff’s proposal would increase the cost of the Plan’s
carbon offset requirement from $6 million to $27 million. Additionally, Staff’s proposal to
restrict the carbon offset market to CCAR-verified credits would severely limit the availability of
offsets, and could increase carbon offset costs by 2.5 times or more, increasing the cost of the
gross offset requirement to $66 million or more. Combined, these two components of Staff’s
recommendation would increase the costs of the GHG Plan from approximately $61 million to
$121 million, or more, raising the Commission-imposed mitigation costs for the Project from
approximately $90 million to $150 million. These costs would represent an unprecedented
mitigation requ1rement far in excess of Poseldon s voluntary commitment to offset its net
indirect emissions.

IV.  PUBLIC AGENCIES WITH PRIMARY JURISDICTION OVER ENERGY AND WATER SUPPLY
SUPPORT POSEIDON’S PROPOSALS

~ The California Energy Commission and MWD have each publicly supported elements of
Poseidon’s GHG Plan, as evidenced by the letters from these agencies to the Commission
attached hereto at Exhibits C and D, respectively.

e California Energy Commission supports Poseidon’s plan to mitigate its net carbon
emissions, i.e., to “mitigate the carbon emissions from the increases in electricity
required to deliver the project’s water to customers, as compared with the ‘baseline’
of current electricity required to serve those customers with State Water Project
water,” which is “consistent with how the Energy Commission, itself, analyzes the
significance of impacts under CEQA . ..” '

These materials have been provided to Coastal Commission Staff
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e Metropolitan Water District confirms that “water agencies receiving desalinated
supplies from the Project must demonstrate that the water offsets an equivalent
amount of water imported from Metropolitan,” and that it is therefore “appropriate
Jor the Project’s GHG Plan to be based on offsetting net carbon emissions because
San Diego County will use 56,000 acre-feet per year less imported water upon
Project start up.”

We appreciate the Commission’s consideration of these important issues and respectfully
request that the Commission approve Poseidon’s proposed Energy Minimization and Greenhouse
Gas Reduction Plan at its August 6, 2008 meeting.

Sincerely,

oalR

Peter MacLaggan N
Poseidon Resources

Attachments

cc: Tom Luster;
Rick Zbur, Esq.

These materials have been provided to Coastal Commission Staff
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EXHIBIT A

Poseidon’s Revisions to Energy Minimization and Greenhouse Gas Reduction Plan

Attached hereto is an updated version of Poseidon's Energy Minimization and Greenhouse Reduction
Plan (the “Plan”), which is marked to reflect modifications made to its July 3, 2008 version in response to
issues raised in the Commission Staff's July 24, 2008 Staff Report. Annotations are provided in the
margin of the document both to indicate the nature of the modifications and areas of remaining
disagreement between Poseidon and Staff, which require resolution by the Commlssmn The annotations
are broken down into the following three categories:

Category 1. This category indicates changes agreed to by Poseidon and Staff prior to the issuance of the
Staff Report, which are either specifically reflected in Staff's Memo to File dated July 24, 2008 attached
to the Staff Report ("Memo to File™) or are consistent with the concepts agreed to in that Memo to File.
Category 1 also includes certain minor typographical and syntax related edits.

Category 2. This category indicates changes that Poseidon had understood were agreed with Staff prior to
the issuance of the Staff Report through correspondence that preceded issuance of the Memo to File,
which are neither included in'the Memo to File nor reflected in the Staff Report. This category primarily
includes changes relating to the accounting of Poseidon’s emissions balances, most notably permitting
Poseidon to maintain its zero net balance over a 5 year rolling average following its first five years of
operation (and five year period thereafter). By allowing Poseidon to carry excess credits forward into
future years, Poseidon would be incentivized to acquire excess credits early, resulting i in a greater
hkehhood of over—mmgatlon

Category 3. This category indicates changes made to address issues raised in the Staff Report, as well as
areas in which open issues remain between Poseidon and Staff. The Category 3 changes include 4 sub-
categories:

® A: Gross v. Net Offsets. The Plan continues to reflect Poseidon’s voluntary commitment to
' offset its “net” indirect GHG emissions. This is reflected in Part II of the Plan (On-Site and
Project-Related Reduction of GHG Emissions), which has not been modified to incorporate
Staff’s recommendation that these prOJect features be subject to AB 32 principles for voluntary
offsets.

& B: Third Party Acquisition and Verification. This sub-category incorporates Staff’s
recommendation that the Plan be revised from its initial formulation in which a committee was
selected to review and verify offset acquisition, to a structure where offsets are acquired
from/through CCAR or CARB. In addition to incorporating Staff’s recommendation, sub-
category B also includes Poseidon’s proposed modification to that structure, which would expand
the scope of available offsets to include those provided by a select group of third party providers
that are members of the Offset Quality Initiative.

e C: Contingency Plan. This sub-category includes modifications to Poseidon’s proposed
contingency program in the event of offset market dysfunction in response to concerns raised in
the Staff Report.

e D: Opt-in to new government offset programs. This sub-category includes Poseidon’s
proposal that it be permitted the flexibility to opt-in to new government GHG offset programs as
they become available.
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CARLSBAD SEAWATER DESALINATION PROJECT

ENERGY MINIMIZATION
AND

GREENHOUSE GAS REDUCTION PLAN
JULY 3;30, 2008

INTRODUCTION

In October 2007, Poseidon Resources (Poseidon) made public its voluntary commitment to
account for and bring to zero the net indirect Greenhouse Gas (GHG) emissions from the
Carlsbad Desalination Project (Project). Poseidon followed its unprecedented commitment with
the development of a Climate Action Plan (CAP), Poseidon’s roadmap to achieving its
commitment over the 30-year life of the Project. Based on protocols adopted by the Califomia
Climate Action Registry (CCAR), the CAP was reviewed by the California Coastal Commission
(CCQ), the California State Lands Commission (CSLC), the California Air Resources Board
(CARB) and, at the request of a Coastal Commissioner, the South Coast Air Quality
Management District (SCAQMD).

On November 15, 2007, the CCC approved the Project subject to the condition, among others,
that the CCC approve the CAP at a subsequent hearing. Specifically, Special Condition 10 states
that “prior to issuance of the permit, the Permittee shall submit to the Commission a Revised
Energy Minimization and Greenhouse Gas Reduction Plan that addresses comments submitted
by the staffs of the Coastal Commission, State Lands Commission and the California Air
Resources Board. The permit shall not be issued until the Commission has approved a Revised
Energy Minimization and Greenhouse Gas Reduction Plan after a public hearing.” Since the
Special Condition was adopted, Poseidon has reviewed comments from the November 15
hearing as well as CCC staff’s draft findings, and continued to work with the CCC, CSLC and
CARB to refine the CAP and ensure a complete understanding of the process it sets forth to meet
Poseidon’s commitments. Poseidon’s November 20, 2007 draft of the CAP reflected changes
made in response to helpful comments from these agencies and is attached to this document as
Appendix A. Poseidon’s written responses to numerous questions and comments from the CCC
and CSLC about the CAP are attached as Appendix B. More recently, CCC staff issued to
Poseidon additional comments and a draft “Greenhouse Gas Emissions Template” (the Draft
CCC Template), and instructed Poseidon to revise its CAP in accordance with the template.
CCC staff also requested that Poseidon rename the CAP with a new title, the Project’s Energy
Minimization and Greenhouse Reduction Plan (the Plan). The Draft CCC Template and the
most recent comments and Poseidon responses are attached as Appendix C.
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On May 2, 2008, Poseidon met with representatives of the CCC, CSLC and various agencies in
the San Diego region to further discuss details of the Plan and its implementation. The purpose
of this document is to present Poseidon’s revised Plan in response to the additional comments
received, the May 2 meeting, and the draft CCC Template.

1. Project Overview.

The 50 million gallon per day (MGD) Project (Figure 1) is co-located with the Encina generation
station, which currently uses seawater for once-through cooling. The Project is developed as a
public-private partnership between Poseidon and nine local utilities and municipalities.

Figure 1 - Carlshad Sea
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2. CCC Draft Emissions Template.

The draft CCC Template establishes “a protocol
emissions of applicants,” and calls for the organ
three sections:

L. Identification of the amount of GHGs emitted from the Project,
2. On-Site and Project related measures planned to reduce emissions, and
3. Off-site mitigation options to offset remaining emissions.

I AB32%s implementing regulations are currently being drafted and will subsequently be released for public
comment. AB 32’s regulations, when promulgated, will likely target direct emitters of GHGs, including SDG&E
(the source of the Project’s electricity), rather than indirect emitters such as the Project. In any case, Poseidon will
meodify its Plan to conform with these regulations to the extent that they are applicable to the Project.
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After a brief explanation of Poseidon’s overall strategy for eliminating the Project’s net indirect
GHG emissions, this document then organizes the Plan into the CCC’s three general categories.

3.

Overview of the Project’s GHG Reduction Strategy.

Since offsetting net indirect GHG emissions is an ongoing process dependent on dynamic
information, Poseidon’s plan for the assessment, reduction and mitigation of GHG emissions
establishes a protocol for identifying, securing, monitoring and updating measures to eliminate
the Project’s net carbon footprint. Once the Project is operational and all measures to reduce
energy use at the site have been taken, the protocol involves the following steps, completed each

year:

L.

Determine the energy consumed by the Project for the previous year using substation(s)
electric meter(s) readings from San Diego Gas & Electric’s (SDG&E) or any other entity
from which the Project obtains all or part of its electricity at any time in the future.

Determine SDG&E emission factor for delivered electricity from its most recently
published CCAR Annual Emissions Report. Reports are issued aonually and are
accessible on the CCAR’s website. Emission factors will be obtained from CARB if and
when SDG&E'’s certified emission factor for delivered electricity is publicly available
through CARB’s anticipated GHG Inventory program. If at any time in the future the
Project obtains all or part of its electricity from an entity other than SDG&E, the
appropriate CCAR emission factor for that entity shall be used. While current emissions
reports only report CO,, future reports are expected to include the five additional GHGs
(methane, nitrous oxide, hydrofluorocarbons, perfluorocartbons, and sulphur
hexafluoride). To the extent that these additional GHGs are included in future reports,
they will be converted to carbon equivalence for the Project and offset under the Plan.

Calculate the Project’s gross indirect GHG emissions resulting from Project operations
by multiplying its electricity use by the emission factor.

Calculate the Project’s net indirect GHG emissions by subtracting emissions avoided as a
result of the Project (Avoided Emissions) and any existing offset projects and/or
Renewable Energy Credits (RECs).

If necessary, purchase carbon offsets or RECs to zero-out the Project’s net indirect GHG
emissions; provided, however, that if through the process set forth in Part III of this Plan,
it is determined that (i) such offsets or RECs are not reasonably available; (ii) the “market
price” for such offsets is not reasonably discernable; (iii) the market for offsets/RECs is
suffering from significant market disruptions or instability; or (iv) the market price has
escalated to a level that renders the purchase of offsets/RECs economically infeasible to

the Project, Poseidon shall pay a fee into an escrow fund, with-prier-netice-to-the - €CC

and-third-party-oversight-for the purpose of funding GHG offset projects as they become
available.
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Energy efficiency measures and on-site use of renewable resources will be given the highest
priority. In addition, through its annual program to offset net carbon emissions for that year,
Poseidon will commit the first $1 million spent on this program to fund the revegetation of areas
in the San Diego region impacted by wildfires that occurred in the fall of 2007, as discussed in
detail in Part III below.”

The following are elements of the Plan organized in accordance with the draft CCC template.

PART 1. IDENTIFICATION OF THE AMOUNT OF GHG EMITTED

The Project will produce fresh drinking water using reverse osmosis membrane separation. The
treatment processes used at the Plant do not generate GHGs. The desalination process does not
involve heating and vaporization of the source seawater and thus does not create emissions of
water vapor, carbon dioxide, methane, nitrous oxide, hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), or sulfur hexafluoride (SFs). Reverse osmosis membranes do not
reject the carbon dioxide, which is naturally dissolved in the source seawater, and this carbon
dioxide is retained in dissolved form in the fresh drinking water created by desalination.

The modest number of fleet vehicles used by plant personnel will create a small amount of GHG
emissions, but since these emissions make up less than 5% of the Project’s carbon footprint,
these emissions are considered de minimis and are not required to be reported (CCAR General
Reporting Protocol of March 2007 (Chapter 5)). The Project will not store or use fossil fuels on
site, and will not self-generate electricity that emits GHGs. As a result, Project operations will
not create significant direct sources of GHG emissions. There are no direct fugitive emissions
from the plant.

The Project’s sole significant source of GHG emissions will be indirect emissions resulting from
purchased electricity. All of the electricity supply for the desalination plant operations will be
provided by SDG&E. Therefore, the complete accounting of significant GHG emissions for the
Project vgill consist entirely of indirect emissions resulting from electricity purchased from
SDG&E.

Currently, about 65% of the electricity supplied by SDG&E is generated from fossil fuels®. Asa
result, until SDG&E switches to 100% “green” power supply sources, the Project operations will
be indirectly linked to the generation of GHGs.

The total net indirect GHG emissions of the Project from the stationary combustion of fossil
fuels to generate electricity is dependent on three key factors: (1) how much electricity is used
by the Project; (2) sources of energy (fossil fuels, wind, sunlight, etc.) used to generate the
electricity supplied to the plant, and (3) the Avoided Emissions, i.e., the amount of energy saved

2 The California Coastal Commission conditioned the Project’s Coastal Development Permit on Poseidon
committing the first $1 million spent on this program to the revegetation of areas impacted by wildfires in the San
Diego region.

Typically, GHG emissions from construction of a project are not included in the on-going reporting of GHGs from
operations. In fact, GHGs from construction are not typically accounted for in a GHG inventory at all.
* SDG&E Power Content Label, September 2007
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or emissions avoided as a direct result of the Project’s operations. These factors will vary over
time.

A. Electricity Use by the Project.

The Project will operate continuously, 24 hours a day for 365 days per year, to produce an
average annual drinking water flow of 50 million gallons per day (MGD). The total baseline
power use for this plant is projected to be 31.3 average megawatts (aMW), or 4.9 MWh per acre-
foot (AF) of drinking water. The power use incorporates both production of fresh drinking
water, as well as conveyance and delivery of the water to the distribution systems of the public
water agencies that have contracted to purchase water from the Project. The total annual
electricity consuroption for the Project Baseline Design is 274,400 MWh/yr.

B. SDG&E’s Emission Factor.

The Project will purchase all of its electricity from SDG&E .’ Accordingly, the appropriate
emission factor to use for the Project’s indirect GHG emissions from its electricity use is
SDG&E’s independently verified and published emission factor for the electricity purchased and
consumed during the previous year. The certified emission factor for delivered electricity in
2006 is set forth in the utility’s Annual Emissions Report published by CCAR in April 2008. In
the published Emissions Report, the current certified emission factor for SDG&E’s 2006
delivered electricity is 780.79 Ibs of CO; per delivered MWH of electricity.

Circumstances will change over the life of the Project. SDG&E’s emission factors are updated
annually and the amount of energy consumed by the Project may change.’ As a result, it will be
necessary to recalculate the net indirect GHG emissions of the Project on an annual basis using
the actual SDG&E emission factor reported to the CCAR (or CARB). Until the mandatory
reporting of emission factors under AB 32 is available, the emission factors for SDG&E
registered with CCAR are the best available for purposes of planning and permitting this Project.

Statewide initiatives to expand the use of remewable sources of electricity are expected to
decrease the emission factors of all California power suppliers in the future. For example,
approximately 6% of SDG&E’s retail electricity is currently generated from renewable resources
(solar, wind, geothermal, and biomass).” In their most-recent Long-term Energy Resource Plan,
SDG&E has committed to increase energy from renewable sources by 1% each year, reaching
20% by year 2017. These and other reductions are expected to further reduce the Project’s net
indirect GHG emissions over time.

Table 1 summarizes the Project’s estimated gross indirect CO, emissions from purchased
electricity for Project operations, based on the most current information.

Sifat any time in the future the Project obtains all or part of its electricity from an entity other than SDG&E, the
appropriate CCAR emission factor for that entity shall be used.

¢ SDG&E Annual Emissions Reports to CCAR have changed each year. For years 2004, 2005 and 2006 the
emissions factors have been 614, 546 and 781 Ibs of CO/MWh, respectively.
7 SDG&E Power Content Label, September 2007.
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Table 1 - Identification of Gross Indirect CO; Emissions from Purchased Electricity for

Project Operations
Source Total Annual Total Annual
Power Use Emissions
(MWHh/ year) (metric tons COy/
) year)
Project Baseline Design
274,400 97,165

PART II: ON-SITE AND PROJECT-RELATED REDUCTION OF GHG EMISSIONS ] @ A

To determine the Project’s indirect GHG emissions, on-site and project-related reductions in
emissions must also be considered. These are carbon emission reductions that result from
measures that reduce energy requirements (increased energy efficiency, potential onsite solar,
recovery of CO; and green building design), as well as Project-related emissions that will be
avoided (Avoided Emissions) as a direct result of the Project and its various components (coastal
wetlands restoration, reduced energy use from water reclamation, and replacing Customers’
SWP water with water from the Project).

A. Increased Energy Efficiency. j P\

Poseidon has committed to implement certain measures to reduce the Project’s energy
requirements and GHG emissions, and will continuously explore new technologies and processes
_ to further reduce and offset the carbon footprint of the Project, such as the use of carbon dioxide
from the ambient air for water treatment. These measures are set forth below.

The Project’s high-energy efficiency design incorporates state-of-the-art features minimizing
plant energy consumption. One such feature is the use of a state-of-the art pressure exchanger-
based energy recovery system that allows recovery and reuse of 33.9% of the energy associated
with the reverse osmosis (RO) process. A significant portion of the energy applied in the RO
process is retained in the concentrated stream. This energy bearing stream (shown with red
arrows on Figure 2) is applied to the back side of pistons of cylindrical isobaric chambers, also
known as “pressure exchangers” (shown as yellow cylinders on Figure 2). These energy
exchangers recover and reuse approximately 45% of the energy used by the RO process.®

8 The “45 % percent energy recovery and reuse” refers to the gross energy recovery potential, while the “33.9 %
energy recovery and reuse” refers to the actual energy savings associated with the energy recovery system. The
difference between gross and actual energy savings is due to mechanical inefficiencies of the recovery system and
associated friction losses. Thus, for purposes of calculating the overall energy savings, Table 2 cormrectly reflects
33.9% savings associated with the pressure exchanger,
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Figure 2 - Energy Recovery System for the Carlsbad Seawater Desalination Plant

Currently there are no full-scale seawater desalination plants in the US using the proposed state-
of-the art pressure exchanger energy recovery technology included in the “High Efficiency
Design” (Table 2). All existing seawater desalination projects in the US, including the 25 MGD
Tampa Bay seawater desalination plant, which began commercial operation on January 25, 2008,
are using standard energy recovery equipment — i.e., Pelton wheels (see Figure 2). Therefore, the
Pelton wheel energy recovery system is included in the “Baseline Design” in Table 2.

The pressure exchanger technology that Poseidon proposes to use for the Project is a national
technology. The manufacturer of the pressure exchangers referenced in Table 2 of the Project
Power Budget is Energy Recovery, Inc., a US company located in San Leandro, California
(www.energyrecovery.com).

A pilot-scale seawater desalination plant using the pressure exchanger technology proposed by
Poseidon and supplied by Energy Recovery, Inc. has been in operation at the US Navy’s
Seawater Desalination Testing Facility in Port Hueneme, California since 2005. The overall
capacity of this desalination plant is 50,000 to 80,000 gallons per day. The pilot testing work at
this facility has been conducted by the Affordable Desalination Collaboration (ADC), which is a
California non-profit organization composed of a group of leading companies and agencies in the
desalination industry (www.affordabledesal.com). A portion of the funding for the operation of
this facility is provided by the California Department of Water Resources (DWR) through the
state’s Proposition 50 Program. The DWR provides independent oversight of this project and
reviews project results. In addition, representatives of the California Energy Commission and
the California Department of Public Health are on the Board of Directors of the ADC.

The proposed pressure exchanger technology (i.c., the same pressure exchanger employed at the
ADC seawater desalination plant) was independently tested at Poseidon’s Carlsbad seawater
desalination demonstration plant. More than one year of testing has confirmed the validity of the
conclusions of the ADC for the site-specific conditions of the Project. The test results from the
Carlsbad seawater desalination demonstration plant were used to calculate the energy efficiency
of the pressure exchangers included in Table 2. Poseidon’s technology evaluation work at the
Carlsbad seawater desalination demonstration plant was independently reviewed and recognized
by the American Academny of Environmental Engineers and by the International Water
Association, who awarded Poseidon their 2006 Grand Prize in the field of Applied Research.
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Table 2 - Comparison of Baseline and High-Efficiency Power Budget for

50 MGD Water Production Capacity

CARLSBAD DESALINATION PROJECT
COMPARISON OF BASELINE AND HIGH-EFFICENCY POWER BUDGET
FOR 50 MGD WATER PRODUCTION CAPACITY

Uit

Basellne Design - Power Use

High Efficency Design - Power Use

Additionaf Costs

Hp) Eed Equl e} Equipree Equl
Key Tredment Procass Psmps Efficlency Typa Tipe
Power Plant irfaks Pumps {Stand-Alone Operaion) § 3,750 70%:; Standard Motors - No VFDs 315 70%] Standard Mators - No VFOs
Seawaler Intake Pumps 2100 70%; Standard Motrs - No VFDs 1838 80%] HghER. Motors- VFDs US$0.7 MM
Reverss Osmosis Pumps 30,100 82%| Hgh Eft Motors - NeVFDs | 30,100 82| High B Motors - No VFDs None
Energy Recovary Systam - Porer Reduction (155, -51% Peton Wheels {10.200)] -33.9%] Pressue Exhangers US$5.0 MM
Product Water Transfsr Pumps 10,680 T0%| Standard Motors - No VFUs 935 80%]  High Eff Motors & VFDs US$34 MM
Prekraatment Fitar Service Equiptent : ‘
Microscrasn Pumps 150 65%; Standard Motors - No VFDs 150 65%| Standard Motors - No VFDs None
Ulreiitration Vacuum Pumps 7801 70% Standard Motors - No VFDs 680 80%] High Ef Motors - with VFDs US$0.3 MM
Filter Backurash Blowers 400  70%) Standard Motws-NaVEDs | . 400 | 70%! Standlard Motors - Mo\ Os Mo
Backmash Pumps 160 70%] Standard Motors- NoVEOs 160 70% Standard Motors - No W Os Nona
Backwesh Equelzation Besin Biowers 80 70%; Standard Motors - No VFDs 80 70% | Standard Mators - No VFDs Nona
UF end RO Membrana Cleaning Systems
Mambrena Cleaning Pumes K T0%) Standars Motors - No VFDs n T0%:¢ Standand Motors - No WDs None
Scevenger Tank Muing System 50  70%]| Standand Motors- NoVFs S04 70%| Standand weotors - No VDS None
Fuush Pumps 150 ) 70%] Standard Motes - No VFDs 150 T0%{ Standar Mators - No WDs None
Claaning Chemicais System 15 10%| Standard Motors - NoVEDs 15 0% Standard Motors - No VFDs : None
Sewer System Transfer Pumps 15 65%} Standard Motirs - NoVFDs 18 6% Starsdard Motors - Ng VFOs : Nong

E

Chemica! Foed Equupmani :
Polymer Feed System 15 65%: Stardard Motoes - Mo VFDs 15 §5%; Standard Moturs - Mo V¥ Ds Mone
Amronia Feed Sydem 30 65%; Standard Motors - NoVFDs 30 65%; Standard Mators - Na VFOs None
Lime Feed System 200 65%; Standard Motors - No VFDs 0 65%; Standard Mators - No WOs None
Carbon Dicade Fead System Ky 65%; Standard Mators - No VFDs K1} 5% Standard Motors - No VFDs None
Sodium Hypochiants Feed System 48 £5%; Standart Motors - No Vs 40 65%} Standard Mators - No VFOs Nong
Other Chermical Feed Systems 10 §5% Standan Motors - No VFOs 0 65%; Standant Motors - No VF0s Nong
Seraca Faciftes ;
HVAC 20 MNA | Sandad Equpment 250} NA|  Standard Equpment None
Lighining 120} NA|  Sanard Equpment 120§  MNA|  Standard Equpment Nons
Controls and Automation 40 MNA|  Suriad Equpmen 40]  NA| Stndard Equpmen Nore
Air Compressors 100 NA|  Standard Equpment 100 NA|  Standard Equpment Mo
Otrer Mistelaneous Porer Uses 250 NA|  Standard Equpment 0 NA | Standad Equpment Nong
TOTAL DESALINATION PLANT POWER USE 4199 37,663

3132 MW 2808 (MW
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Figure 3 - Tampa Bay Desalination Plant Pelton Wheel Energy Recovery System

Table 2 presents a detailed breakdown of the projected power use of the Project under a Baseline
Design and High-Energy Efficiency Design. As indicated in this table, the Baseline Design
includes high efficiency motors for all pumps, except the largest reverse osmosis feed pumps,
and a Pelton wheel energy recovery system which is the most widely used “standard’ energy
recovery system today. The total desalination power use under the Baseline Design is 31.3
aMW, which corresponds to a unit power use of 15.02 kWh/kgal® (4,898 kWh/AF)'?,

In addition to the state of the art-pressure exchanger system described above, the High-Energy
Efficiency Design incorporates premium efficiency motors and variable frequency drives (VFDs)
on desalination plant pumps that have motors of 500 horsepower or more. The total desalination
plant energy use under the High-Energy Efficiency Design is a28.1 MW, which corresponds to
unit power use of 13.488 kWhkgal'' (4,397kWh/AF)"2.

The main energy savings result from the use of pressure exchangers instead of Pelton wheels for
energy recovery. The pressure exchangers are projected to yield 2,650 hp (2.0 aMW)" of power
savings, which is 6.3 % reduction of the total power use of 31.3 aMW. Converted into unit
power savmgs the enmergy reduction of 2.0 aMW corresponds to 0.95 kWh/kegal'* (310
kKWH/AF)'®. The installation of premium-efficiency motors and VFDs on large pumps would
result in additional 1.2 aMW (4%) of power savings.

The power savings of 0.95 kWh/kgal associated with the use of pressure exchangers instead of
Pelton wheels for energy recovery are substamtiated by information from several full-scale
desalination plants which have recently replaced their existing Pelton wheel energy recovery
systems with pressure exchangers in order to take advantage of the energy savings offered by
this technology (see Appendix D). Appendix D contains energy data for a seawater desalination
plant in Mazarron, Spain where a Pelton wheel system was replaced with PX pressure
exchangers. As indicated on Table 2 of Attachment 1, the replacement resulted in energy
reduction from 3.05 kWh/m’® to 2.37 kWh/m’ (ie., 0.68 kWh/m or 2.57 kWh/kgal). The total
actual epergy reduction t-hat—weald—res&k@l_g.__ng from the use of state-of-the-art desalination
and energy recovery technologies and design will be verified by direct readings of the total

electricity consumed by the desalination plant at the Project’s substation(s)
electric meter(s) and documented as soon as the Project is fully operational.

9 31.3 MWh x 1,000 kW/MW/Average Fresh Water Production Rate of 2083 kg/h.
19 }5.02 kWhvkgal x 326 kgal/AF.

1128 1 MWh x 1,000 KW/MW/2083 kgal/h.

12 13 488 KWh/kgal x 326 kgal/AF.

13 2650 HP x 0.746 kw/HP

14 9.0 x 1000 kw/MW/2083kgal/HR

15 0.95 kwlvkgal x 326 kgalV/AF
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B.  GHG Emission Reduction by Green Building Design. ] A

The Project will be located on a site currently occupied by an oil storage tank no longer used by
the power plant. This tank and its content will be removed and the site will be reused to
construct the Project. Because the facility is an industrial facility, LEED-level certification will
not be feasible; but to the extent reasonably practicable, building design will follow the
principles of the Leadership in Energy and Environmental Design (LEED) program. LEED is a
program of the United States Green Building Council, developed to promote construction of
sustainable buildings that reduce the overall impact of building construction and functions on the
environment by: (1) sustainable site selection and development, including re-use of existing
industrial infrastructure locations; (2) energy efficiency; (3) materials selection; (4) indoor
environmental quality, and (5) water savings.

The potential energy savings associated with the implementation of the green building design as
compared to that for a standard building design are in a range of 300 MWh/yr to 500 MWh/yr.
The potential carbon footprint reduction associated with this design is between 106 and 177 tons
of CO; per year. The energy savings associated with incorporating green building design
features into the desalination plant structures (i.e., natural lighting, high performance fluorescent
lamps, high-efficiency HVAC and compressors, etc.) are based on the assumption that such
features will reduce the total energy consumption of the plant service facilities by 6 to 10 %. As
indicated in Table 2, the plant service facilities (HVAC, lighting, controls and automation, air
compressors and other miscellaneous power uses) are projected to have power use of 760 hp
(250 hp + 120 hp + 40 hp + 100 hp + 250 hp = 760 hp) when standard equipment is used. The
total annual energy demand for these facilities is calculated as follows; 760 hp x 0.746 kW/hp x
0.001 kW/MW x 24 hrs x 365 days = 4,967 MWh/yr. If use of green building design features
result in 6 % of energy savings, the total annual power use reduction of the service facilities is
calculated at 0.06 x 4,967 MWh/yr = 298.02 MWh/yr (rounded to 300 MWh/yr). Similarly,
energy savings of 10 % due to green building type equxpment would yield 0.1 x 4,967 MWh/yr = q

496 7 MWh/yr (rounded to 500 MWh/yr) of savings. The setual-savings-will-be-determined

C.  On-Site Solar Power Generation. ]

Poseidon is exploring the installation of rooftop photovoltaic (PV) system for solar power
generation as one element of its green building design. Brummitt Energy Associates of San
Diego completed a feasibility study in March 2007 of a photovoltaic system at the Carlsbad
Desalination Plant. (The solar feasibility study is attached as Appendix H) If the solar
installation described by Brummitt is implemented, the main desalination plant building would
accommodate solar panels on a roof surface of approximately 50,000 square feet, with the
potential to generate approximately 777 MWh/yr of electricity. If installed, the electricity
produced by the onsite PV system would be used by the Project and therefore would reduce the
Project’s electrical demand on SDG&E. The corresponding reduction of the Project’s indirect
emissions would be 275 tons of CO; per year. Poseidon is exploring other solar proposals and
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will update this information as it becomes available. Ultimately, the electricity and
corresponding GHG savings of any on-site solar installation will be documented in the Project’s
annual electricity usage information. Poseidon will use commercially reasonable efforts to
implement an on-site solar power project if it is reasonably expected to provide a return on the
capital investment over the life of the Project.

If Poseidon proceeds with an onsite PV system, the total actual energy reductions pesulting from

the use of on-site solar power generation will be verified by direct readings of the total eleetrie | _ ®

energy-producedglectricity consumed by the selardesalination planelst at the systemProject’s
substation(s) electric meter(s) and documented once the system is fully operational.

RN
D. Recovery of CO; ] @ P\

Approximately 2,100 tons of CO, per year are planned to be used at the Project for post-
treatment of the product water (permeate) produced by the reverse osmosis (RO) system.
Carbon dioxide in a gaseous form will be added to the RO permeate in combination with calcium
hydroxide or calcium carbonate in order to form soluble calcium bicarbonate which adds
hardness and alkalinity to the drinking water for distribution system corrosion protection. In this
post-treatment process of RO permeate stabilization, gaseous carbon dioxide is sequestered in
soluble form as calcium bicarbonate. Because the pH of the drinking water distributed for
potable use is in a range (8.3 to 8.5) at which CO; is in a soluble bicarbonate form, the carbon
dioxide introduced in the RO permeate would remain permanently sequestered. During the
treatment process the calcium carbonate (calcite — CaCO3) reacts with the carbon dioxide
injected in the water and forms completely soluble calcium bicarbonate as follows:

CaCO3 (satigy + CO2 gasy + H20 (iquiay — Ca(HCO3)2 giquid solution)

At the typical pH range of drinking water (pH of 8.3 to 8.5) the carbon dioxide will remain in the
drinking water in soluble form (see Figure 4) and the entire amount (100 %) of the injected
carbon dioxide will be completely dissolved.

% of totat
. s . carbon
Figure 4 - Relationship between free ¢,,, -
(Source: http://www.cotf.edu/ete/m : b CO.2
- 3
HCO3y
80

'* This chemical reaction and information pres
chemistry of water. See American Water Works 60

Supply Practices, M46, Reverse Osmo Forms of inorgani carbon at different pH levels

http:/fwww.chem].com/CQ/hardwater.html;  hitp:iiwww.c 40
the desalinated drinking water is delivered to in¢
water will be ingested directly or with food. M 2¢
purposes — personal hygiene, irrigation, etc. Tt
be dissociated into calcium and bicarbonate i 1on ¢

human body 12345678 101 12 13 14

(httD Swww.chemistry. wustl. edu/~-courses/ genchemfl‘utor.an LI ULICES Lal UL ULt . uxuuu wiv  wwe
sequestered into the bicarbonate ion, human consumption of the desalinated water will not result
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A small quantity of carbon dioxide used in the desalination plant post-treatment process is
sequestered directly from the air when the pH of the source seawater is adjusted by addition of
sulfuric acid in order to prevent RO membrane scaling. A larger amount of CO; would be
delivered to the Project site by commercial supplier for addition to the permeate. Depending on
the supplier, carbon dioxide is of one of two origins: (1) a CO, Generating Plant or (2) a CO,
Recovery Plant. CO, generating plants use various fossil fuels (natural gas, kerosene, diesel oil,
etc.) to produce this gas by fuel combustion. CO, recovery plants produce carbon dioxide by
recovering it from the waste streams of other industrial production facilities which emit CO,.rich
gasses: breweries, commercial alcohol (i.e., ethanol) plants, hydrogen and ammonia plants, etc.
Typically, if these gases are not collected via CO; recovery plant and used in other facilities,
such as the desalination plant, they are emitted to the atmosphere and therefore, constitute a
GHG release.

To the extent that it is reasonably available, Poseidon intends to acquire the carbon dioxide from
a recovery operation. Use of recovered CO; at the Project would sequester 2,100 tons of CO, per
year in the Project product water. The total annual use of carbon dioxide (i.e., 2,100 tons/CO;
per year) in the water treatment process was determined based on the daily carbon dioxide
consumption presented in Table 4.6-2 of Section 4.6 “Hazards and Hazardous Materials” of the
certified Carlsbad desalination project Environmental Impact Report (EIR). The daily
consumption of CO; in this table is 12,540 lbs of CO;/day. The annual consumption is
calculated as 12,540 Ibs/day x 365 days /2,200 lbs/ton = 2,080.5 Ibs of CO,/yr (which was
rounded to 2,100 lbs/yr). The daily amount of carbon dioxide in Table 4.6-2 of the EIR was
calculated based on the dosage needed to provide adequate hardness (concentration of calcium
bicarbonate) in the seawater to protect the water distribution system from corrosion. This
amount was determined based on pilot testing of distribution system piping and household
plumbing at the Carlsbad seawater desalination demonstration project. The testing was
completed using the same type of calcium carbonate chips as those planned to be used in the full-
scale operations. Every load of carbon dioxide delivered to the desalination plant site will be
accompanied by a certificate that states the quantity, quality and origin of the carbon dioxide and
indicates that this carbon dioxide was recovered as a site product from an industrial application
of known type of production (i.e., brewery, ethanol plant, etc.), and that it was purified to meet

in release of CO2. The bicarbonate in the urine will be conveyed along with the other sanitary
sewerage to the wastewater treatment plant. Since the bicarbonate is dissolved, it will not be
significantly impacted by the wastewater treatment process and ultimately will be discharged to
the ocean with the wastewater treatment plant effluent. The ocean water pH is in a range of 7.8
to 8.3, which would be adequate to maintain the originally sequestered CO, in a soluble form —
see Figure 4 above. Other household uses of drinking water, such as personal hygiene, do not
involve change in drinking water pH as demonstrated by the fact that pH of domestic wastewater
does not differ significantly from that of the drinking water. A portion of the household drinking
water would likely be used for irrigation. A significant amount of the calcium bicarbonate in the
irrigation water would be absorbed and sequestered in the plant roots
(http://www pubmedcentral.nih. gov/pagerender. fcgi?artid=540973&pageindex=1). The remaining portion of
calcium bicarbonate would be adsorbed in the soils and/or would enter the underlying
groundwater aquifer.
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the requirements associated with its use in drinking water applications (i.e., the chemical is NSF
approved). The plant operations manager will receive and archive the certificates for verification
purposes. At the end of the year, the operations manager will provide copies of all certificates of
delivered carbon dioxide to the independent third party reviewer responsible for verification
facility compliance with the Energy Minimization and Greenhouse Gas Reduction Plan.

As noted, verification would be provided through certificates of origin received from suppliers of
CO; delivered to the Project site indicating the actual amount of CO; delivered to the site, date of
delivery, origin of the CO,, and the purity of this gas. Poseidon will place conditions in its
purchase agreements with CO, vendors that require transfer of CO; credits to Poseidon and
otherwise ensure that the CO, is not accounted for through any other carbon reduction program
so as to avoid “double counting” of associated carbon credits.

E. Avoided Emissions from Reducing Energy Needs for Water Reclamation. ]

The Project will result in Avoided Emissions because it will cause a change in operations by the
Carlsbad Municipal Water District (CMWD), which owns and operates a water reclamation
facility that includes micro-filtration (MF) and RO treatment for 25% of its water supply. The
purpose of the MF/RO system is to reduce the salinity of the recycled water to below 1,000 mg/L
so it will be suitable for irrigation. The elevated salinity of the recycled water is due in part to
the salinity of the City’s drinking water supply.

The Project will effectively eliminate this problem by lowering the salinity in the source water of
the communities upstream of the water recycling facility, thereby eliminating the need for
operation of the MF/RO portion of the water recycling process. Implementation of the Project
will significantly reduce or possibly eliminate the need to operate the MF/RO system, leading to
Avoided Emissions from the lower electricity use by CMWD. This will reduce the carbon
footprint of the Carlsbad Water Reclamation Facility as follows: 1,950 MWh/yr x 780.79 Ibs of
CO,; MWh = 1,522,541 1bs of CO»/yr (690 tons of CO,/yr).

The total actual energy reduction that would result from the higher quality water use upstream of
the water recycling facility will be verified annually by CMWD, using actual billing and
performance data. This will be accomplished through a comparison of the pre-Project energy
use attributable to the RO/MF portion of the water recycling process to the post-Project energy
use.

F. Avoided Emissions from Displaced Imported Water. 1 @ P\

Another source of Avoided Emissions will result from the Project’s introduction of a new, local
source of water into the San Diego area; water that will displace imported water now delivered to
Customers from the State Water Project (SWP) — a system with its own significant energy load
and related carbon emissions.

One of the primary reasons for the development of the Project is to replace imported water with a
locally produced alternative drought-proof source of water supply. Currently, San Diego County
imports approximately 90% of its water from two sources — the SWP and the Colorado River.
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These imported water delivery systems consist of a complex system of intakes, dams, reservoirs,
aqueducts and pump stations, and water treatment facilities.

The proposed Project will supply 56,000 acre-feet of water per year to the San Diego region.
The Project will provide direct, one-to-one replacement of imported water to meet the
requirements of the participating water agencies, thus eliminating the need to pump 56,000 acre
feet of water into the region.’

The 2003 multi-state Colorado River quantitative settlement agreement forced Metropolitan
Water District of Southern California (MWD) to reduce its pumping from the Colorado River by
53% -- from 1.20 MAFY to 0.56 MAFY. As a result, MWD now operates its imported water
delivery system to base load its Colorado River allotment and draw from the SWP only as
needed to serve demand that cannot be met by-the lower cost water available from the Colorado
River Aqueduct. - Consequently, the proposed Project will reduce the Customers demand on the
SWP.

The total amount of electricity needed to provide treated water to Poseidon’s public agency
partners via the SWP facilities is shown in Table 1. The net power requirement to pump an acre-
foot of water through the East Branch of the SWP is 3,248 KWh (source: DWR). Approximately
2% of the SWP water pumped to Southern California is lost to evaporation from Department of
Water Resources’ reservoirs located south of the Tehachapi Mountains (source: DWR). The
evaporation loss results in a net increase of 68.3 KWh per acre-foot of SWP water actually
delivered to Southern California homes and businesses. Finally, prior to use, the SWP water
must be treated to meet Safe Drinking Water Act requirements. The San Diego County Water
Authority (SDCWA) entered into a service contract with CH2M Hill Constructors, Inc., to
operate its Twin Oaks Water Treatment Plant with a guaranteed electricity consumption of 100
KWI/AF of water treated (source: SDCWA). The electricity required to deliver an acre foot of
treated water to the SDCWA is shown in Table 3.

Table 3 - State Water Project Supply Energy Use

Energy Demand KWh/AF Source
Pumping Through East Branch 3248 DWR
Evaporation Loss 68 DWR
Twin Oaks Water Treatment Plant 100 SDCWA
Total 3416

The reduction of demand for imported water is critical to Southern California’s water supply
reliability, so much so that MWD not only supports the Project, but has also committed $14
million annually to reduce the cost to Poseidon’s customers. Under MWD’s program, $250 will

17 See Poseidon Resources Corporation Letter to Paul Thayer Re: Desalination Project's Impact on Imported Water
Use, November 8, 2007, including attachments from nine water agencies (Attached as Appendix E).
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be paid to water agencies for every acre-foot of desalinated water purchased from the Carlsbad
facility, so long as the desalinated water offsets an equivalent amount of imported water. MWD
has established “Seawater Desalination Policy Principles and Administrative Guidelines” that
require r%:ordkeeping, annual data submittals, and MWD audit rights to ensure that MWD water
is offset.

The benefits of a reduction in demand on MWD’s system are reflected in, among other things,
the energy savings resulting from the pumping of water that — but for the Project — would have to
continue. For every acre-foot of SWP water that is replaced by water from the proposed Project,
3.4 MWh of electricity use to deliver water to Customers is avoided, along with associated
carbon emissions. And since the Project requires 4.4 MWh of electricity to produce one acre-
foot of water, the net electricity required to deliver water from the Project to Customers is 1.0

Because the Project will avoid the use of 56,000 AFY of imported water to Customers, once in
operation, the Project will also avoid 190,641 MWh/yr of electricity consumption otherwise
required to deliver that water to Customers, as well as the GHG emissions associated with
pumping, treatment and distribution of this imported water. At 780.79 lbs CO, per MWh," the
total Avoided Emissions as a result of the Project is 67,506 metric tons CO,/yr.

G. Aveided Emissions through Coastal Wetlands. 1 P\

The Project also includes the restoration and enhancement of marine wetlands. The restoration
project will be in the proximity of the Project. These wetlands will be set-aside and preserved
for the life of the Project. Once the wetlands are restored they will act as a carbon “sink” or
carbon sequestration project trapping CO».

Tidal wetlands are very productive habitats that remove significant amounts of carbon from the
atmosphere, a large portion of which is stored in the wetland soils. While freshwater wetlands
also sequester CO,, they are often a measurable source of methane emissions. Coastal wetlands
and salt marshes, however, release negligible amounts of greenhouse gases and therefore, their
carbon sequestration capacity is not measurably reduced by methane production.

Based on a detailed study -completed in a coastal lagoon in Southern California, the average
annual rate of carbon sequestration in coastal wetland soils is estimated at 0.033 kg of C/m%.yr (a
5,000 year average, Brevick E.C. and Homburg I.A., 2004).? In tidal ecosystems, sediment
accumulation rates (via suspended sediment supply, tidal water flooding, etc.) exhort a major
control on carbon sequestration rates. Soil carbon sequestration rates determined recently in the
Tijuana Estuary on the Mexico/USA border were determined to be 0.343 kg of C/m”.yr (Cahoon

8 MWD’s program is documented in a June 22, 2007 letter from its General Manager to Peter Douglas, Executive
Director of the California Coastal Commission, as well as various contracts with relevant water agencies.
19 Since the SWP does not have a published Annual Emissions Report with the CCAR, Poseidon used the certified
emission factor for SDG&E system. Poseidon believes this a conservative estimate and will update its calculations
when more accurate data is available.

www.slc.ca.gov/Reports/Carlsbad_Desalinization Plant Response/Attachment 4.pdf

Carlsbad Desalination Project — Energy Minimization and Reduction Plan (7/3/08) Page 15



et. al 1996).21 (4 = Cahoon, D.R., J.C. Lynch, and A. Powell, Marsh vertical accretion rates in a
Southern California estuary, U.S.A., Estuar. Coast. Shelf Sci., 43, 19-32, 1996).

Given that the total area of the proposed wetland prolect is 37 acres, the carbon sequestration
potential of the wetlands is between 4.9 and 51 tons of C/m’.yr. These numbers are calculated as
follows: Sequestratlon Rate (.033 kg of C/m”.yr and 0.343 kg of C/m’.yr) x Area (37 acres =
149,732.5 m®) x Weight conversion (1000 kg C = 1 metric ton of C) = tons of C
sequestered/mz.yr (as given above). To get from this unit the standard greenhouse gas unit of
tons of CO; (not C) of sequestered per year, the conversion factor is 3.664. Therefore, the
emissions avoided from the wetlands are estimated to be between 18 and 188 tons of CO, per
year.

In order to verify the actual soil carbon sequestration rate of the proposed wetland ecosystem,
site-specific measurements will need to be made. Protocols for wetlands are being currently
being developed for inclusion within the Clean Development Mechanism of the Kyoto Protocol,
and we will use these protocols until CCAR makes its own wetland protocol available. We
anticipate full inclusion wetland protocols to become available within the lifetime of this project.
But for the Project, the wetlands mitigation would not occur, and therefore it satisfies the
Regulatory Surplus additionality test. (See, Carbon Offset Projects — Definition (Page 16 herein)
for a more detailed discussion of the Regulatory Surplus additionality test.)

Table 4 summarizes the on-site and project-related reductions of GHG Emissions.

Table 4 - On-site and Project-Related Reduction of GHG Emissions

Source Total Annual Total Annual
Reductions in Emissions
Power Use Avoided
(MW year saved) | (metric tons CO,/
year avoided)
Reduction due to High-Efficiency Design (28,244) (10,001)
Green Building Design (300 to 500) (106 to 177)
On-site Solar Power Generation (0-777) (0-275)
Recovery of CO, (NA) (2,100)
Reducing Energy Needs for Water Recycling (1,950) (690)
Reduced Water Importation (190,641) (67,506)
Sequestration in Coastal Wetlands (NA) (18 to 304188)
= www sfbayjv.org/tools:climate:CarbonWtlandsSumimary 07 Trulio.pdf
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Subtotal On-site Reduction Measures (NA) (80,421 to ®

PART III: IDENTIFICATION OF MITIGATION OPTIONS TO OFFSET ANY
REMAINING GHG EMISSIONS

Offsite reductions of GHG emissions that are not inherently part of the Project include actions
taken by Poseidon to participate in local, regional, state, national or international offset projects
that result in the cost-effective reduction of GHG emissions equal to the indirect Project
emissions Poseidon is not able to reduce through other measures. One such offset project — the
expenditure of one million dollars to reforest areas burned out by fires in the San Diego region in
the fall of 2007 — has been identified by the CCC as the first priority among these measures. As

set forth in more deta11 below, other Qa[b_Q!LQﬁS_QLpI'OJCCtS w111 be *éeml-ﬁed-t-hrough—wseleeaea

and cost of the offset prOJects and RECs will not be known unul the}:—RF-llpfeeess—ls—eemp}e{e

w_ﬂw Offsets or RECs will also be used as the swing mitigation option to
“true-up” changes over time to the Project’s net indirect GHG emissions, as discussed below.

A. Annual “True-Up” Process

Since the quantity of offsets required will vary from year-to-year, the goal of the annual “True-

Up” process is to enable Poseidon to meet the subject year’s need for metric tons of offsets by
purchasing or banking offsets in the short-term, while allowing Poseidon to make long-term

purchases and bank offsets to decrease market exposure and administrative costs. To complete

the True-Up process, €CSEthe Califorpia Center for Sustainable Frergy (CCSE) will obtain — ®
the latest SDG&E emission factor from the annual web-based CARB or CCAR Emissions

Report within 60 days of the end of each calendar year, or the date of publication of the CARB

2 part 4, Section 38562(d)(1)&(2) states that CARB regulations covering GHG emission reductions from regulated
“sources” must ensure that such reductions are “real, permanent, quantifiable, verifiable, . . . enforceable [and
additional]”. While the Project is not a “source” under AB 32 and the criteria are not currently defined under :

implementing regulations, PeseidenThird Party Providers will evaluate potential offset projects against
thegquivalent criteria using the-best-avatabletheir own protocals that employ the same criteria.
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or CCAR Emissions Report on the relevant CARB or CCAR web site, whichever is later.
Within 120 days of the end of the prior calendar year or publication of the emission factor
(whichever is later), CCSE, with assistance from Poseidon as needed, will gather electricity
usage data, relevant data regarding Avoided Emissions, and then calculate the necessary metric
tons of offsets required for the subject year. The subject year’s emissions will be calculated
using actual billing data and the emissions factor for the relevant annual period. The subject
year’s calculated metric tons of effsetspet emissions will be compared to the amount of metric™ |
tons of offsets previously acquired by Poseidon to determine if Poseidon is-surphus-er-deficithas
for the subject year, and all of this @

a positive or negative balance of net GHG emissions
1nfom1at10n w1II be mcluded in the Annual GHG Report to be fewewed—by-the—Sfm—Diege-Aﬁ ,

W as dlscussed below. If there is a deﬁett—ef
MW Poseldon w111 purchase offsets to ehmmate the

Wm Annual GHG

Report. If there is a surplus-of-eoffsetsnegative balance of net GHG emissions, the smplus:3
tonsoffsets may be carried forward into subsequent years or sold by Poseidon on the openl @

market.

Prior to the commencement of Project operations, Poseidon will be required to purchase offsets

sufficient to cover estimated net (indirect) GHG emissions for at least the first year of operation
(as-determined-by-CCSE-and-subject to SBAPCDCommission staff concurrence), or to covera — @ B
longer period of time at Poseidon’s option, based on the most recently published SDG&E

emission factor from CARB or CCAR and estimated electricity usage data for the first year of

the Project period for which offsets are initially purchased. Poseidon will have the option to

purchase offsets for any longer period of time up to and including the entire 30 year life of the

Project, subject to Poseidon’s above-stated obligation to address any deficit-in-creditspositive | .@

W that may subsequently arise. B_sggmgugh.;hd__&_hhmﬂ; -

B. Carbon Offset Prejects = Deﬂl_njtion.23

An offset is created when a specific action is taken that reduces, avoids or sequesters greenhouse
gas (GHG) emissions in exchange for a payment from an entity mitigating its GHG emissions.
Examples of offset projects include, but are not limited to: increasing energy efficiency in
buildings or industries, reducing transportation emissions, generating electricity from renewable
resources such as solar or wind, modifying industrial processes so that they emit fewer GHGs,
installing cogeneration, and reforestation or preserving forests.

3 The following two sections are based on information provided by the Climate Trust (http://www.climatetrust.org/)
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One type of offset project is Renewable Energy Credits (RECs), also known as Green Tags,
Renewable Energy Certificates or Tradable Renewable Certificates. Each REC represents proof
that 1 MW of electricity was generated from renewable energy (wind, solar, or geothermal). For
GHG offsetting purposes, purchasing asa REC is the equivalent of purchasing 1 MW of
electricity from a renewable energy source, effectively offsetting the GHGs otherwise associated
with the production of that electricity. RECs may be sold separately from the electricity.

Poseidon is committed to acquiring cost-effective offsets that meet rigorous standards, as
detailed in this Plan. By requiring adherence to the principles, practices and performance
standards described here, the Plan is designed to assure that selected offset projects will mitigate
GHG emissions as effectively as on-site or direct GHG reductions. Adherence will ensure that
the offset projects acquired by Poseidon are real, permanent, quantifiable, verifiable, enforceable,

and additional- consistent with the principles of AB 32, —

Addiﬁonality. The concept of “additionality’” was introduced in Article 12.5 of the Kyoto
Protocol, which states that “emission reductions resulting from each project activity shall be .

reductions in emissions that are additional to any that would occur in the absence of the certified
project activity”. PeseidenThe Third Party Providers will assess the additionality of each |
project proposal on a case-by-case basis. Offset project proposers —-e~-these-who-respond-te-an
RER—will be required_by the Third Party Providers to demonstrate the additionality of their
pro;ect Spec1ﬁcally, Pese:denrwefkmgdwm{hﬁé—paﬁy—s&ekk&s—GGSE—and-s&bjeetqe

Mgmggg w111 perform an mmal screenmg of all proposed offset prOJects agamst
the following additionality tests before evaluating any other aspects of the proposed project. -

Along with applicable AB 32 criteria, if any, the carbon offset acquisition process will utilize
three widely used tests to determine a project’s additionality: 1) Regulatory Surplus Test, 2)
Barriers Tests, and 3) Common Practice Test. These tests are based on the Kyoto Protocol’s
Clean Development Mechanism methodology, as well as the World Resource Institute’s GHG
Protocol for Project Accounting; and are the emerging norms and best practices in the
burgeoning offset market in the United States and internationally.

Test 1: Regulatory Surplus. The Regulatory Surplus Test ensures that the project that is
proposed is not mandated by any existing law, policy, statute, regulation, or other legal
obligations. Otherwise, it is assumed that the project is being developed to comply with the law
or regulation and thus cannot be considered additional to the business as usual scenario.

Test 2: Implementation Barriers. The implementation barriers tests are at the heart of
the additionality determination process. There are three main implementation barriers tests: 1)
Financial, 2) Technological, and 3) Imstitutional. A project must meet at least one of the
following barriers tests in order to be considered additional.

Test 2(a): Financial Barriers. The Financial Barriers Test addresses how offset
funding impacts the project in question. Financial barriers tests are generally considered to be
one of the more rigorous and stringent tests of additionality. There are two main types of
financial barriers a project can face: capital constraint and internal rate of return. The Capital
Constraint Test addresses whether a project would have been undertaken without offset funding.
Internal rate of return indicates whether or not a project would have met established targets for
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internal rates of return without offset funding. These are not the only acceptable tests of
financial barriers, but are the most commonly used.

Positive economic returns do not necessarily make a project non-additional. There are instances
where projects with high rates of return remain unimplemented — the energy efficiency sector is
the most well know of these examples. To demonstrate additionality for projects that generate
rates of return, it can be useful to describe the barriers faced by the project by including a clear
explanation of the project's return rate with a pro forma financial analysis showing both the with
and without project case. For example, Company Y typically does not pursue project activities
unless they provide a 15% rate of return. An energy efficiency upgrade at the facility will
generate a 5% rate of return. The additionality case is that offset funding can be used to increase
the return of the efficiency measures to a level that is acceptable to management.

Test 2(b): Technological Barriers. There are several categories of assessment
that could fall under this test. If the primary reason for implementing a technology is its GHG
reduction benefits, that project is generally considered to be additional. For example, if a more
energy efficient, though more expensive to manufacture, model of a hot water heater is available
and the additional cost is barring its entry into the market, offset funding can help bridge that gap
and bring a technology to market that otherwise would not have been. In this case, the GHG
~ reductions resulting from the deployment of the new technology are clearly above and beyond
business as usual.

Test 2(c): Institutional Barriers. Institutional barriers can be organizational,
social or cultural. If a GHG reduction project falls outside of the normal purview of a company
or organization and there is reluctance to implement a project that is not within that purview or to
capitalize a project with uncertain returns, offset funding can often assist in overcoming that
barrier.

L Test 3: Common Practice. This test is intended to determine whether or not a
project is truly above and beyond “business as usual”. If a practice is widely employed in
a field, it is not considered additional. -
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: wﬂl analyze and vahdate (1) the annual GHG

emissions reductions. The Annual GHG Report
emission calculations for the Pro;ect (2) the efedﬁgg_sm;u or deﬁeﬁw m
POSCIdOﬂ s ngLGHG offset-bas :

Blan and (4) any other mformatlon related to Poseldon s efforts to mltlgate GHG emissions

resultmg from the Proxect s electncxw usage w
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Rnsexdnn In the event that SDAP-GB—eﬁeHewewiﬂg—the Annual GHG Report—-eeﬁeufs
indicates that Poseidon has a defieit—in—its—GHG-effset-bankpositive balance of net GHG
mmsmns fora partxcular year, Poseldon shall purchase oﬂ'sets—suﬁﬁete&t—-te—make—&p—the—deﬁert

If an approved Annual GHG Report demonstrates that Poseldon possesses a smp%us—ef—eﬁ’set

ereditspegative balance of net GHG_emissions, Poseidon will be free to carry those
efedﬂss;u_r_w forward mto subsequent years or sell them on the 0pen market

de_tﬂr_mmannn_fmm_th&.Emsmm_Dlmﬁm that ) offset pr03ects in an amount necessary to
mitigate the Project’s net indirect GHG emissions are not reasonably available; (ii) the “market
price” for carbon offsets or REC:s is not reasonably discernable; (iii) the market for offsets/RECs
is suffering from significant market disruptions or instability; or (iv) the market price has
escalated to a level that renders the purchase of offsets/RECs economically infeasitle to the

Project-—Peseiden—will,__Any request submitted by Poseidon shall be considered and a

M@M&g in 11euof fundmg offset prolects or addmonal offset

projects, deposit money into an escrow account (to be approved by the Executive Director) to
be used to fund GHG offset programs as they become available, with Poseidon to pay into the
fund in an amount equal to $10.00 per metric ton for each ton Poseidon has not previously offset,
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adjusted for mﬂatlon from 2008 2 Prierto-establishing-the-escrow-aceountthe Committee-will

IF. Contingency if New GHG Reduction Regulatory Program is Created.

If, at any time during the life of the Project any of the SDAPCD, South Coast Air Quality
Management District (SCAQMD), the California Air Resources Board (CARB), SDG&E or
other relevant entity initiates a carbon tax or carbon offset program that would allow Poseidon to
purchase carbon offsets or payment of fees to compensate for GHG emissions, Poseidon may, at

its option, elect to pay into such a program in order to fulfill all or part of its obligations under @D
the Plan to offset net indirect GHG emissions caused by the Project. By receiving certification |~

from the relevant receiving entity that Poseidon has satisfied its obligations under the applicable
regulatory program, Poseidon will be deemed to have satisfied its obligation under the Plan to
offset net indirect GHG emissions for the part of the offset obligations under the Plan for which
such certification is made. Subject to the approval of the relevant receiving entity, Poseidon may
carry over any surplus offsets acquired pursuant to the Plan for credit in the new SDAPCD

regulatory program.

3G. Examples of Offset Projects.

Offset projects typically fall within the seven major strategies for mitigating carbon emissions set
forth below. A similar range and type of offset projects should be expected from a selicitationor
purchase by Poseidon, although it is difficult to anticipate the outcome of Poseidon’s offset R—FP] @ B

preeessacquisitions at present.

1. Energy Efficiency (Project sizes range from: 191,000 metric tons to 392,000 metric tons;
life of projects range from: 5 years to 15 years)

Steam Plant Energy Efficiency Upgrade

Paper Manufacturer Efficiency Upgrade

Building Energy Efficiency Upgrades

2. Renewable Energy (Project sizes range from: 24,000 metric tons to 135,000 metric tons; life
of projects range from: 10 years to 15 years)

Small Scale Rural Wind Development
Innovative Wind Financing

5 $10.00 per metric ton is a conservative figure, as offset credits were trading at $4.90 per metric ton on the
Chicago Climate Exchange as of market close on July 2, 2008.
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Other renewable resource projects could come from Solar PV, landfill gas, digester gas,
wind, small hydro, and geothermal projects

3. Fuel Replacement (Project size is: 59,000 metric tons; life of project is: 15 years)
Fuels for Schools Boiler Conversion Program '

4. Cogeneration (Project size is: 339,000 metric tons; life of project is: 20 years)
University Combined Heat & Power

5. Material Substitution (Project size is: 250,000 metric tons; life of project is: 5 years)
Cool Climate Concrete

6. Transportation Efficiency (Project sizes range from: 90,000 metric tons to 172,000 metric
tons; life of projects range from: 5 years to 15 years)
Truck Stop Electrification

Traffic Signals Optimization

7. Sequestration (Project sizes range from: 59,000 metric tons to 263,000 metric tons; life of
projects range from: S50 years to 100 years)

Deschutes Riparian Reforestation

Ecuadorian Rajnforest Restoration

Preservation of a Native Northwest Forest

Further details on these projects are set forth in Appendix G.

KH. Potential Offset Projects Funded by Poseidon.

suggested to be wholly or partially funded by Poseidon . Proposers ~—
were not prepared at that time to provide details for these projects other than generally describing
the project concept. As a result, it is not yet possible to evaluate them for consistency with the
applicable criteria for valid GHG reduction projects. The projects include the following:

- Participants at the May 2, 2008 CCC Workshop proposed several potential projects that were @ 6

Reforestation Projects in the San Diego area ravaged by the 2007 fires
Urban Forestry projects

Estuary sequestration project

Wetlands projects

Fleet Fuel Efficiency Increase & Replacement project

Accelerated Fleet Hybrid Deployment

Large-Scale Solar PV project on a covered reservoir

Mini-Hydro from installing pressure reducing Pelton wheels

Solar Water Heating for a new city recreation swimming pool

Lawn Mower Exchange Program (gas exchanged for electric mowers)
Truck Fleet Conversion (especially older trucks from Mexico)

School Bus Conversions

White Tag projects or Energy Efficiency projects
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These and other potential offset prOJects must st111 be

, although one prolect - the San Dlego fire reforestatlon prOJect
identified by the CCC and discussed in more detail below — can be identified at this time and
Poseidon has already agreed to commit $1 million towards this program. Poseidon is also
exploring off-site renewable energy initiatives with some of its water agency partners as

described below.
Ll.  Sequestration through Reforestation.

The CCC identified as a carbon offset project the reforestation of areas in the San Diego Region
impacted by the wildfires that occurred during the fall of 2007. "Specifically, at the CCC’s
request, Poseidon has agreed to invest the initial $1.0 million it spends on offset projects in
reforestation activities in the San Diego Region. Any Additionality Requirement should
therefore be met, since the CCC directed that a reforestation project take place in the San Diego
Regmn 1mpacted by the 2007 ﬁres I&esdeﬁe—ﬁﬂﬁ%&s&ferestaﬂe&ee&m&meﬁ—-?ese}de&wﬂk

According to CCSE, the average cost for planting a 15 gallon suitable, drought tolerant shade
tree in San Diego neighborhoods affected by the 2007 wildfires is $100 per tree, including staff
time and marketing. There is no annual watering and maintenance cost required for the trees
after installation, since property owners would cover these expenses. Expected survival rate
would be 90%. Poseidon’s $1.0 million investment in urban reforestation with shade trees is
expected to yield 9,000 mature trees within 10-15 years of planting. At an annual tree
sequestration rate of 60 Ibs of CO» per tree, the annual carbon footprint reduction associated with
the trees would be approximately 245 tons of CO, per year (the number could be up to 25%
higher if energy demand reductlons from trees shadmg homes were also included in the
calculatlons) A be be-fo ed-b
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MJ. Renewable Energy Partnerships.

Poseidon is exploring the possibility of participating in renewable energy projects with its water
agency partners. Table S presents a summary of some of the project opportunities and associated
GHG offsets that are under consideration.

Table S - Potential Renewable Energy Partnerships

Desalination Project Green Power Project Annual Capacity of Green
Public Partner/ Description Energy Projected to be
Location Generated by the Project
(MWh/yr)
95 KW 160
City of Encinitas Solar Panel System Installed
on City Hall Roof
Valley Center Municipal 1,000 KW 1,680
Water District Solar Panel System
420
Rainbow Municipal Water 250 Kw
District Solar Panel System
Olivenhain Municipal Various solar and hydro- To Be Determined
Water District / Carlsbad electric generation
Municipal Water District / opportunities
City of Oceanside
Santa Fe Irrigation District | Hydropower generation To Be Determined
facility
At R E. Badger Filtration Plant
Total Renewable Power
Generation Capacity 2,260
(MWh/yr)

The contract terms for each of these potential projects will be specific to the particular project.
Typically, the amount paid for each project would be the market price for offsets and not
necessarily the full price of the project. The offset projects will be verified through the above
criteria to ensure they are real, permanent, quantifiable, verifiable, enforceable, and additional.

The total currently quantifiable electricity reduction for the proposed projects described in Table

5 is 2,260 MWh/yr, and the net indirect GHG emissions offset for the Project is projected at 800
tons of COy/year. Should Poseidon decide to proceed with one or more of the potential
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renewable energy partnerships, the total actual energy reduction that would result would be
verified by direct readings of the total electric energy produced by the Project at the partner’s
electric meter.

NK. Implementation Schedule.

An illustrative schedule setting forth timing for implementation of Poseidon’s Plan elements,
assuming regulatory approval is achieved in August 2008, is set forth in the following
Implementation Schedule.
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Table 6 - Implementation Schedule for the Plan

Measure Process Timing
Regulatory Approval August 2008
o laation - PosoidoniCCSE e :
EstablishedSubmit respective-representatives-and beforeBefore operations
First Apnual GHG jointly-select-acadermtc commence

StaffFirst Annual Report*,

bimitted to C T i

for review and approval), shall

: .

gmxssmns_mdnmnns_measnms_______________!. . i

purchased published-SDG&E-emissien-facter | operations_ commence
FicientOf ; rom CARB/CCAR and esti 1 S
REC Purchases eleetricity-usage-datafor-the-first
Sufficient to Zero year-efPurchased through
Out Esti I . _
indirect GHG w id in tl f
emissions for atteast | RECs, directly from the Prejest
first year of operations | peried-for-which-offsets-are
purchased;as-determined by
CCESEsubjeet-to-SDARCD
, id
Annual True-Up Obtain-new-emissions-factorfrom | Each year, CCSE will (B-review
Process_and all the-annual-web-based CCAR/CARB-emissionsropors
ST . : s
Subsequent Apnual SCAR/CA :}E. § ,"s".ﬁe.” #irin 60 days sfihe,md of-the
GHG Reports .IE: HeSUBjecTyCArSomissions | suvjec .EE'I.E’ Fyear Ei.th.i date
HSHE .E'“Hﬂ; E:llmgg E;'m Eﬂ]é.ﬂi of publice 1lea.a£ he e,imsls.ialas
1 with] Poseidon’ it or deficit-of
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its Apnual GHG Report to
C — T - ,

approval. Once approved,
Posecidon will purchase additional

offsets as necessary;-ereary-
feﬂvafd_to_mamWn_a.zemm

bank or sell surplus offsets,
Poseidon can demonstrate

M 1 )
Mww 1 in the Sixth A 1
Report

fsotsobtain il

factor from CARB or CCAR,
and prepare and submit

within 120180 days of-the-end-of
the-subject-calenderyear-or the
date of publication of
CCAR/CARB emissions reports:

hie] is later.

| e mmggg
emissions balance, Poseidon is
required to purchase offsets
necessary-to-eure-any-defieit

such purchase to Commission
Staff, within 120 days from the
date anidentified-deficitis

coneurred-with-by-the SDARGD-

OL. The Project’s Annual Net-Zero Carbon Emission Balance.

Table 7 presents a summary of the assessment, reduction and mitigation of GHG emission for the
proposed Project. As shown in the table, up to 83% of the GHG emissions associated with the
proposed Project could be reduced by on-site reduction measures, and the remainder would be
mitigated by off-site mitigation projects and purchase of offsets or RECs. It should be noted that
on-site GHG reduction activities are expected to increase over the useful life (i.e., in the next 30

years) of the Project because of the following key reasons:
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and net indirect GHG emission reductions.
reduction in the energy required for seawater desalination.

SDG&E is planning to increase significantly the percentage of green power sources in its
electricity supply portfolio, which in turn will reduce its emission factor and the Project’s net
indirect GHG emissions.

Advances in seawater desalination technology are expected to yield further energy savings
Over the last 20 years, there has been a 50%
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Table 7 - Assessment, Reduction and Mitigation of GHG Emissions

Part 1; Identification of GHG Amount Emitted

Source Total Annual Total Annual
Power Use Emissions
(MW year) (metric tons CO,/
year)
Project Baseline Design 274,400 97,165

Part 2: On-site and Project-Related Reduction of GHG Emissions

Reduction due to High-Efficiency Design (28,244) (10,001)
Green Building Design (300 to 500) (106 to 177)
On-site Solar Power Generation 0-777) (0-275)
Recovery of CO; (NA) ' (2,100)
Reducing Energy Needs for Water Recycling (1,950) (690)
Reduced Water Importation (190,641) (67,506)
Sequestration in Coastal Wetlands (NA) (18-304188)
Subtotal On-site Reduction Measures (NA) (80,421 to
81,05380,937) |
Net GHG Emissions 16,422 to
16:11216,228 |
Part 3: Additional Off-Site Reductions of GHG Emissions
Sequestration Through Reforestation (NA) (245)
Potential Renewable Energy Partnerships (0 -2,260) (0 - 800)
Subtotal Off-site Measures (NA) (245-1,045)
Offset and REC Purchases (NA) (16,499 to 15,067)
Net GHG Emissions 0
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EXHIBIT B

RESPONSE TO STAFF REPORT

L INTRODUCTION AND GHG PLAN BACKGROUND

In October 2007, Poseidon made public its voluntary commitment to account for and
bring to zero the net indirect greenhouse gas (“GHG”) emissions from the Project. This
unprecedented commitment was followed with the development of a Climate Action Plan
(“CAP”) to assure that this objective will be achieved over the 30-year life of the Project.
Special Condition 10 of Coastal Development Permit E-06-013 (the “Permit”) requires approval
of arevised Energy Minimization and Greenhouse Gas Reduction Plan (the “Plan”) prior to
issuance of the Permit. Specifically, Special Condition 10 states:

Prior to issuance of the permit, the Permittee shall submit to the
Commission a Revised Energy Minimization and Greenhouse Gas
Reduction Plan that addresses comments submitted by the staffs of
the Coastal Commission, State Lands Commission, and California
Air Resources Board. The Permit shall not be issued until the
Commission has approved a Revised Energy Minimization and
Greenhouse Gas Reduction Plan after a public hearing.

Consistent with Special Condition 10, the CAP was reviewed by the Coastal
Commission, State Lands Commission (“CSLC”), California Air Resources Board (“CARB”),
.the San Diego Air Pollution Control District (“SDAPCD”) and, at the request of one Coastal
Commissioner, the South Coast Air Quality Management District (“SCAQMD?”). Poseidon also
adhered to Commission Staff’s draft “Greenhouse Gas Emissions Template”, and revised the
Plan in accordance with the template as requested by Staff. Further, on May 2, 2008, Poseidon
met with representatives of the Commission, CSLC, California Energy Commission, California
Department of Forestry, California Department of Park and Recreation and various agencies in
the San Diego region to further discuss details regarding the Plan and its implementation, and
fully complies with the requirement of Special Condition 10 that the Plan address comments
from the above-referenced public agencies. A November 20, 2007 revised draft of the CAP,
prepared in advance of a meeting with the CSLC, reflects changes made in response to
comments from the above agencies and was attached as an exhibit to the Plan, along with
Poseidon’s written responses to numerous questions and comments about the CAP raised by the
Coastal Commission and CSLC. The Plan has also been reviewed by the California Center for
Sustainable Energy (“CCSE”), an independent third party which will be responsible for
implementing elements of the Plan. The Plan was revised to incorporate and/or respond to these
comments before it was submitted to the Commission for review on July 3, 2008.

After submission of the Plan on July 3, 2008, Poseidon worked with Commission Staff to
reach agreement on a number of issues raised by Staff during its review of the Plan. On July 24,
2008, Commission Staff released a Staff Report recommending approval of the Plan subject to
certain modifications proposed by Commission Staff. Although the Staff Report reflects certain
modifications agreed between Poseidon and Staff, there are several important outstanding issues
raised in the Staff Report that are addressed in detail below. As set forth below, the Plan ensures



that all net indirect GHG emissions from the Project will be offset and memorializes Poseidon’s
commitment to minimize energy consumption at the desalination facility. Section II highlights
the Plan’s performance criteria that ensure Coastal Act consistency and complete mitigation of
the Project’s net GHG emissions. Section III addresses certain key legal issues addressed in the
Staff Report, and provides support for the adoption of Poseidon’s proposed Plan.

II. THE PLAN IMPOSES ROBUST PERFORMANCE CRITERIA TO ENSURE
COASTAL ACT CONSISTENCY AND COMPLETE MITIGATION OF THE
PROJECT’S NET INDIRECT GHG EMISSIONS

The Plan represents a precedent-setting voluntary commitment by Poseidon to not only
reduce GHG emissions and implement energy efficiency measures, but to offset all of the
Project’s net indirect carbon emissions to ensure net carbon neutrality. The Plan will achieve
this commitment by requiring Poseidon to purchase carbon offsets and/or Renewable Energy
Credits (“RECs”) sufficient to zero-out any and all net indirect emissions. The Plan includes
concrete and enforceable measures to ensure that net emissions are fully offset. Under the Plan,

* Project operations may not commence until Poseidon has purchased offsets sufficient to zero-out
the estimated net indirect GHG emissions for at least the first year of the Project. The Plan also
establishes preparation of an Annual GHG Report, for submission to the Commission, which will
quantify the net indirect GHG emissions caused by the Project each year and determine whether
or not Poseidon has a positive or negative balance of net GHG emissions for the subject year.
The Plan requires Poseidon to make up any verified negative balance and submit proof of same
to the Commission, within 120 days of the date the positive balance is identified in the Annual
GHG Report. : ' ’

We believe the Plan addresses all issues that have been raised with regard to Poseidon’s
voluntary commitment to offset the Project’s net indirect GHG emissions. Some of the key
points are discussed below.

A. The Plan Requires $55 Million Worth of State of the Art Energy
Minimization Features ' ’

The Plan reflects numerous Project components designed to ensure that the Project will
utilize only the minimum energy necessary, in compliance with Coastal Act Section 30253(4),
which requires that new development “minimize energy consumption and vehicle miles
traveled.” These include increased energy efficiency measures, such as the state of the art
“pressure exchanger’ energy recovery technology that allows recovery and reuse of 33.9% of the
energy associated with desalination’s reverse osmosis process, as well as high efficiency and
premium efficiency motors and variable frequency drives on the intake water pumps to improve
their efficiency. The Project will implement as many Leadership in Energy and Environmental
Design building design features as are reasonably practicable, and will install on-site solar power
generation as one element of its green building design program if doing so meets a specific
return on investment measure in the Plan. The Project will also implement carbon dioxide
recovery designed to sequester carbon dioxide from Project product water to the extent it is
reasonably available.



B. On-Site Solar Power Generation

Poseidon is exploring the installation of rooftop photovoltaic (PV) system for solar power
generation as one element of its green building design. Brummitt Energy Associates of San
Diego completed a feasibility study in March 2007 of a PV system at the Carlsbad Desalination
Plant. If the solar installation is implemented, the main desalination plant building would
accommodate solar panels on a roof surface of approximately 50,000 square feet, with the
potential to generate approximately 777 MWh/yr of electricity. If installed, the electricity would
be used by the Project and therefore would reduce the Projects electrical demand on SDG&E.
The corresponding reduction of the Project’s indirect emissions would be 275 tons of CO; per
year. Poseidon is exploring other solar proposals as well, and ultimately, the electricity and
corresponding GHG savings of any on-site solar installation will be documented in the Project’s
annual electricity usage information. Poseidon will use commercially reasonable efforts to
implement an on-site solar power project if reasonably expected to provide a return on the capital
investment over the life of the Project. '

C. $1 Million Commitment Toward Reforestation of Areas in San Diego County
Impacted by the 2007 Wildfires

Offsite reductions of GHG emissions that are not inherently part of the Project include
actions taken by Poseidon to participate in offset projects that result in the cost-effective
reduction of GHG emissions equal to the indirect Project emissions Poseidon is not able to
reduce through other measures. At the request of the Commission, Poseidon has committed to
invest the first $1 million expended on offset projects to reforest areas burned out by fires in the
San Diego region in the fall of 2007, and this commitment is memorialized in the Plan. Poseidon
has modified its Plan to reflect its commitment to use either the CARB/CCAR Forest Project
Protocols, or the upcoming CARB/CCAR Forest Project Protocols, depending on the type of
forestation project Poseidon selects.

D. All Third Party Offsets/RECs Will be Consistent with AB 32 Voluntary
Offset Principles and Purchased Through Independent Third Party Providers

Under Poseidon’s proposed Plan, Poseidon may elect to acquire offsets from/through the
CCAR or CARB approved projects, as well as offset projects certified or offered by any existing
member of the Offset Quality Initiative, which includes, CCAR, The Climate Trust,
Environmental Resources Trust and The Climate Group/Voluntary Carbon Standard (the “Third
Party Providers™). Consistent with Staff’s recommendation, acquisition of RECs would not be
limited to purchase from/through CCAR, CARB, or any other Third Party Provider.

Projects available from these Third Party Providers will be consistent with AB 32
principles. Part 4, Section 38562(d)(1)&(2) of AB 32 states that CARB regulations covering
GHG emission reductions from regulated “sources” must ensure that such reductions are “real,
permanent, quantifiable, verifiable, . . . enforceable [and] in addition to any greenhouse gas
emission reduction otherwise required by law or regulation.” While the Project is not a “source”
under AB 32 and the criteria are not currently defined under implementing regulations, Third

Party Providers will evaluate potential offset projects using protocols that employ the same
criteria.



E. Annual Reports Will Be Submitted to Commission Staff

The California Center for Sustainable Energy (“CCSE”) will prepare an Annual GHG
Report that will describe and account for Poseidon’s annual and cumulative balance of verified
net GHG emissions reductions. The Annual GHG Report will analyze and validate (1) the
annual GHG emission calculations for the Project, (2) the positive or negative balance in
Poseidon’s net GHG emissions, (3) the acquisition of offsets and/or RECs in accordance with
this Plan, and (4) any other information related to Poseidon’s efforts to mitigate GHG emissions
resulting from the Project’s electricity usage. Each year, CCSE will obtain the new emission
factor from CCAR or CARB and prepare and submit Poseidon’s Annual GHG Report within 180
days of the date of publication of CCAR/CARB emissions reports. The ultimate carbon
emissions will therefore be determined based on CCAR/CARB methodology, and the Annual
GHG Report will allow Commission Staff to monitor Poseidon’s indirect emissions.

III.  DISCUSSION OF STAFF RECOMMENDATION

After submission of the Plan on July 3, 2008, Poseidon worked with Commission Staff to
reach agreement on a number of issues raised by Staff during its review of the GHG Plan.
Agreed modifications to the Plan, reached before the Staff Report was released on July 24, 2008,
cover the following issues:

® Procedural Framework Governing Plan’s Annual Review Process.

* Procedure for verifying energy reduction resulting from energy minimization
features. '

* Procedure for verifying energy reduction resulting from Project’s green building
design features.

» Procedure for verifying energy reduction resulting from on-site solar generation,
if implemented.

¢ Reducing the Plan’s estimated annual offsets for Coastal Wetlands Sequestration
from “18 to 304 metric tons CO, per year” to “18 to 188 metric tons CO; per
year.” :

¢ Poseidon’s commitment to use the CARB/CCAR Forest Project Protocols or the
upcoming CARB/CCAR Urban Forest Project Protocol depending on the type of
forestation project selected by Poseidon.

» Posecidon’s agreement to use a conversion rate of 2204.6 pounds/metric ton, rather

than the 2205 pounds per metric ton conversion rate used in the initial version of
the GHG Plan.

These agreed modifications, together with additional changes to the Plan proposed by
Poseidon to implement Staff’s recommendations and/or in response to issues identified by Staff



are reflected in a redline comparison of the revised Plan against the orlgmal submitted to the
Comm1s31on on July 3, 2008 (Exhibit A).

There are four key areas of disagreement between Poseidon’s position and the
modifications to the GHG Plan included in Staff’s recommendation. First, Staff’s
recommendation that AB 32 principles for voluntary offsets, which apply to third party
purchases of carbon offsets, should also apply to Project features such as wetlands mitigation and
Project benefits such as emissions that will be avoided because the Project will displace its
customers’ demand, would effectively require the Project to offset its “gross” emissions, rather
than “net” emissions. Poseidon believes a “gross” offset requirement is contrary to law and
would result in poor public policy for a variety of reasons, as set forth below. Second, Staff’s
recommendation that carbon offsets available under the Plan be limited to projects verified by
CCAR and/or CARB would severely constrain the carbon offset market, driving up costs and
potentially rendering offsets unavailable under the Plan. Third, Staff’s recommendation would
eliminate a.contingency needed in the event of a dysfunctional offset market. Fourth, Staff’s
recommendation would not permit Poseidon the flexibility to opt-in to new government carbon
offset programs that may be developed, in lieu of purchasing carbon offsets, in order to fulfill its
commitment under the Plan. :

A. Staff’s Recommendation Would Require the Project to Offset its “Gross”
Rather than “Net” GHG Emissions

Commission Staff’s recommendation that the Project’s features and related benefits that
reduce GHG emissions, such as displacement of imported water and wetlands restoration, be
subject to AB 32’s principles for voluntary offsets, results in a requirement that Poseidon offset
its “gross” rather than “net” emissions. Poseidon believes that adoption of Staff’s
recommendation would (1) exceed the Commission’s authority and violate the Coastal Act, (2)
be inconsistent with CEQA methodology and State climate change policy, (3) violate
constitutional “nexus” requirements, (4) result in “double-mitigation” of impacts, and (5) place
an excessive economic burden on the Project.

1. The Commission Lacks Authority to Impose Gross Offset
Requirement :

a. Imposing an Offset Requirement that Exceeds Poseidon’s
Voluntary Commitment Would Violate the Coastal Act.

The Coastal Act authorizes the Commission to require the Project to “minimize energy
consumption and vehicle miles traveled.” Coastal Act § 30253(4). This requirement has been
satisfied by the Plan’s inclusion of $55 million in state of the art energy minimization features on
site. But the Commission’s authority to impose GHG emissions standards or mitigation is
limited to assuring that “new development shall be consistent with requirements imposed by an
air pollution control district or the State Air Resources Board as to each particular development.”

Coastal Act § 30253(3) The Coastal Act specifically limits the Coastal Commission’s
Authority:



The State Air Resources Board and air pollution control districts...
are the principal public agencies responsible for the establishment
of ambient air quality and emission standards and air pollution

-control programs. The provisions of [the Coastal Act] do not
authorize the commission . . . to establish any ambient air
quality standard or emission standard, air pollution control
program or facility, or to modify any ambient air quality
standard, emission standard, or air pollution control program
or facility which has been established by the state board or by an
air pollution control district.

Coastal Act § 30414(a). (Emphasis Added).

Imposing an offset requirement beyond Poseidon’s voluntary commitment to offset its net
emissions violates § 30253(3) because, as discussed further below, AB 32 established that
regulation of GHG emissions constitutes an air pollution control program and gave exclusive
authority over adoption and enforcement of that program to CARB, and neither CARB nor
SDAPCD have adopted such a program that applies to the Project. Moreover, imposing such a
requirement would also violate §30414(a) by attempting to establish an air pollution control
program,

b. Imj;)osing an Offset Requirement that Exceeds Poseidon’s
Voluntary Commitment Would Violate AB 32, the Health and
Safety Code and the Administrative Procedures Act

AB 32 establishes that the regulation of GHG emissions is an air pollution control
program and gives CARB exclusive rulemaking authority over the implementation and
enforcement of that program. See Health & Safety Code § 38510. Contrary to the Staff Report,
CARB has not yet promulgated any requirements applicable to indirect emitters, such as-the
‘project, nor has it adopted the anticipated programs governing voluntary offsets. See Climate
Change Draft Scoping Plan, p. 45 (“The Board would need to adopt regulations to verify and -
enforce voluntary reductions achieved under [any approved quantification methodologies] before
they could be used for compliance purposes.”). The Staff Report does not cite to a single
. applicable requirement. Even the voluntary “requirements” referenced in the Staff Report have
not been developed and must undergo CARB rulemaking. Indeed, CARB’s June 2008
Discussion Draft of its “Climate Change Draft Scoping Plan” does not anticipate that regulations
applicable indirect emitters will be adopted in the near future, but instead focuses on regulations
of direct emitters (which the Project is not) and incentives for voluntary reductions by indirect
emitters. : :

Moreover, CARB’s rule-making process will require public review and comment of the
proposed regulations and require CARB to adopt certain findings that, among other things, the
regulations are “cost-effective”, “feasible” and “equitable”. Health & Safety Code §38562;
California Government Code § 11340-11365. When CARB adopts rules and regulations
- pertaining to GHG emissions and air quality; it may only “adopt these measures if they are
necessary, technologically feasible, and cost-effective.” Health & Safety Code Section
39602.5(a). Furthermore, the text of AB 32 also requires similar standards:



It is the intent of the Legislature that the State Air Resources Board
design emissions reduction measures to meet the statewide
emissions limits for greenhouse gases established pursuant to this
division in a manner that minimizes costs and maximizes -

benefits for California’s economy Section 38501. (Empha315
Added)

The state board shall adopt rules and regulations in an open public
process to achieve the maximum technologically feasible and
cost-effective greenhouse gas emission reductions from sources
or categories of sources, subject to the criteria and schedules set
forth in this part. Section 38560. (Emphasis Added)

‘The regulations adopted by the state board pursuant to this section
shall achieve the maximum technologically feasible and cost-

effective reductions in greenhouse gas emissions... Section
38560.5(c). (Emphasis Added)

Therefore, adopting Staff’s recommendation and subjecting Project features and Project-
‘related benefits, such as displacing imported water and the wetlands restoration to be funded and
undertaken by Poseidon, to AB 32’s principles for voluntary offsets misapplies principles to
Poseidon that are applicable to CARB’s regulatory authority; usurps CARB's rulemaking
authority, deprives Poseidon the protections afforded by the rulemaking process; and imposes an
emissions requirement that CARB has not adopted or determined satisfies the ﬁndmgs requlred
under the Health & Safety Code. - '

2. Requiring “Gross” Offsets is Inconsistent with CEQA Prmclples and
State Cllmate Change Policy

Under CEQA principles, the appropriate method for assessing the Project’s impacts is to
determine the net change in GHG emissions relative to existing conditions, factoring in both
increases and decreases in emissions caused by the Project. Because the Project replaces water
for existing uses in San Diego County, energy used to supply water to those uses today is part of
the “baseline.” When assessing the Project’s GHG impacts, energy that would have been used to
import water replaced by the Project therefore must be subtracted from the energy used by the
Project, and it is appropriate to net out the Project’s avoidance of GHG emissions associated with
replaced water.

 The Commission may properly consider netting out the Project’s avoidance of GHG
emissions associated with replaced water when determining the Project’s impact on GHG
emissions. CEQA provides that an Environmental Impact Report (“EIR”) must identify and
-focus on the “significant environmental effects” of a proposed project. -Pub. Res. Code §
21100(b)(1). Significant impacts are defined as substantial or potentially substantial adverse
~changes in the environment. Pub. Res. Code §§ 21068, 21100(d); 14 Cal. Code Regs. § 15382.
The “environment” for the purposes of CEQA analysis refers to the “the physical environmental
conditions in the vicinity of the project” — normally “as they exist when the notice of preparation
[for the EIR] is published” — and is referred to as the “baseline” against which the potential



impacts of a proposed project are measured. 14 Cal. Code Regs. § 15125(a) (“This
environmental setting will normally constitute the baseline physical conditions by which a Lead
Agency determines whether an impact is significant.”).

Contrary to Staff’s position, CEQA does not require a project proponent to guarantee that
a project’s preservation of a nonrenewable resource will not be undone by the consumption of -
that resource by another project. Nor is any such “guarantee” required under CEQA when a lead
agency makes significance conclusions regarding environmental impacts, “A public agency can
make reasonable assumptions based on substantial evidence about future conditions without
guaranteeing that those assumptions will remain true.” Environmental Council, 142 Cal. App.
4™ at 1036. “CEQA only requires that an EIR discuss ‘the significant environmental effects of
the proposed project” including in the analysis consideration of the environmental benefits that
* will be achieved from key project components. Village of Laguna of Laguna Beach, Inc. v. ,
Board of Supervisors, 134 Cal. App. 3d 1022, 1030 (1982) (original emphasis) (citing Pub. Res.
Code § 21100(a)). In Village of Laguna, the court upheld an EIR’s environmental impact
analysis that was predicated on reasonable assumptions regarding benefits from “integral
portions of the proposed project” such as a transportation corridor, preservation of a Greenbelt,
and 25% affordable housing commitments. Id. at 1029-30. The court drew a parallel between its
holding that an EIR is not required to evaluate the environmental consequences that would occur
if a project’s key assumptions prove to be erroneous, and other opinions in the cumulative
impacts context holding that lead agencies are not required to evaluate related project actions
unless they are imminent. Id. at 1030-31; see also Banker’s Hill, Hillcrest, Park West
Community Preservation Group v. City of San Diego, 139 Cal. App. 4™ 249, 275 (2006) (city
properly considered project design features in determining that a project would not have a
significant traffic safety impact). Based on the foregoing precedent, the Commission may rely
on the Project’s avoidance of GHG emissions associated with replaced water when assessing the
Project’s impact on GHG emissions.

Nor does CEQA require the Project to assess and account for impacts that would result if
the 56,000 AFY of water replaced by the Project is ultimately imported to the region for another
hypothetical use. Instead, the end user of that water will be required by CEQA and other
applicable laws to address any emissions (or other) associated impacts. This fundamental
proposition was affirmed in Environmental Council of Sacramento v. City of Sacramento, 142
Cal. App. 4th 1018 (2006), where the court rejected plaintiffs’ claims that a Conservation Plan’s
baseline assumption that 15,000 acres would remain agticultural was “unfunded, voluntary and
unenforceable” in violation of CEQA, and held that even if a variety of prerequisite steps were
ultimately taken to develop the agricultural land, the project proponents “would remain subject to
another CEQA review and be required to evaluate the effects of the proposed additional
development on the effectiveness of the Conservation Plan.” Environmental Council, 142 Cal.
App. 4™ at 1036. The court further ruled that the baseline assumptions regarding the
environmental benefits of the project were properly considered in the environmental analysis
because they were supported by substantial evidence, and that the lead agency appropriately did
not speculate about the impacts that could result from the project should those reasonable
assumptions not be realized. Id. at 1035-37. '

When the Project is built, it will result in an increase in energy use due to the electricity
that will be purchased from SDG&E to operate the desalination facility, and a decrease in energy



use because the Project’s water will replace water that would otherwise have been imported to
the Project’s customers. Under CEQA principles, the Project’s impact should be assessed by
considering the net contribution of GHG emissions relative to the existing baseline, factoring in
both the increases and decreases in energy use that the Project will cause. See CEQA Guidelines
§ 15126.2(a) (“In assessing the impact of a proposed project on the environment, the Lead
agency should normally limit its examination to changes in the existing physical conditions in
the affected area as they exist at the time the notice of preparation is issued . . .”).!

The Project will produce 56,000 acre-feet per year of desalinated water that will directly
replace, on a one-for-one basis, water that would have been imported to the Project’s customers
from the State Water Project. Indeed, the Project is part of the Metropolitan Water District’s
(MWD) Seawater Desalination Project, which requires that “Project production for any
beneficial use must replace an existing demand or prevent a new demand on Metropolitan’s
imported supplies.” The MWD has agreed to subsidize the purchase of Project water at $250 per

acre foot ($14 million per year) so long as the water “reduces demand for imported supplies”,
and MWD will have audit rights to confirm this replacement and certify Project water production
and deliveries.

The California Energy Commission and MWD have each publicly supported elements of
Poseidon’s GHG Plan, as evidenced by the letters from these agencies to the Commission.
Specifically, the California Energy Commission supports Poseidon’s plan to mitigate its net
carbon emissions, 1.€., to “mitigate the carbon emissions from the increases in electricity required
to deliver the project’s water to customers, as compared with the ‘baseline’ of current electricity
required to serve those customers with State Water Project water,” which is “consistent with how
the Energy Commission, itself, analyzes the significance of impacts under CEQA . ..” Exhibit
C, California Energy Commission Letter, July 29, 2008, p. 2. Also, the Metropolitan Water
District confirms that “water agencies receiving desalinated supplies from the Project must
demonstrate that the water offsets an equivalent amount of water imported from Metropolitan,”
and that it is therefore “appropriate for the Project’s GHG Plan to be based on offsetting net
* carbon emissions because San Diego County will use 56,000 acre-feet per year less 1mported
water upon Project start up.” Exhibit D, MWD Letter, July 29, 2008, p. 1.

A requirement that Poseidon mitigate impacts of any additional water imported to the San
Diego region for separate uses, in addition to mitigation that the end user of that water would be
required to undertake, would result in “double mitigation” of impacts. This would substantially
increase the costs of desalination, reduce its viability as an alternative water source, and may
significantly undercut MWD’s $250 per-acre foot subsidy and potentially render the Project
uneconomic, as discussed further below.

The State Office of Planning and Research’s (“OPR”) June 19, 2008 Technical Advisory on

- CEQA and Climate Change recommends that “[w]hen assessing a project’s GHG emissions,
lead agencies must describe the existing environmental conditions or setting, without the
project, which normally constitutes the baseline physical conditions for determining whether
a project’s impacts are significant.” OPR is in the process of preparing specific guidance for
use in determining thresholds of significance for GHG emissions impacts, in consultation
with CARB, and new CEQA Guidelines regarding the analysis and mitigation of GHG
emissions in CEQA documents are to be adopted on or before January 1, 2010.



3. There is No Constitutional “Nexus” Justifying a Requirement That
Poseidon Offset Carbon For New or Expanded Uses of Imported Water Unrelated to the
Project ,

Under two landmark opinions issued by the United States Supreme Court — Nollan v.
California Coastal Commission and Dolan v. City of Tigard — public agencies may not
constitutionally impose conditions on development unless there is a “nexus” between the
condition and the project’s environmental impact and the condition is “roughly proportional” to
the impact being addressed. These constitutional requirements are explicitly recognized in
CEQA’s implementing regulations.” In this case, there is no nexus for requiring Poseidon to
offset GHG emissions that may result at some uncertain point in the future should the water that
Poseidon is displacing be imported for some unrelated use. Requiring Poseidon to address
impacts from water importation unrelated to its Project plainly does not satisfy the nexus test,
and would thus violate constitutional norms and exceed the Commission’s authority.

4. A Gross Offset Requirement Would Result in “Double-Mitigation”.

CEQA principles would not require the Project to assess and account for impacts that
would result if the 56,000 AFY of water replaced by the Project is ultimately imported to the
region for another hypothetical use unrelated to the Project. Instead, any new end user of the
replaced water will be required by CEQA and State climate change policy to address the
associated impacts from any water that continues to be imported to San Diego for new or
expanded uses, in the event such imports occur. Two recent cases that were initiated by the
California Attorney General illustrate that the Office of the Attorney General has already begun
" to enforce State climate change policy by ensuring that carbon emissions are enforced within
CEQA.?> Moreover, on August 24, 2007, the California Senate passed Senate Bill 97 into law,
which requires the Office of Planning and Research (“OPR”) to prepare guidelines for the
mitigation of GHG emissions as required by CEQA. OPR has publicly stated that these
guidelines will be available by January 2009. The implementation of these measures by OPR
and their enforcement by the California Attorney General ensure that any end users of the
~ replaced water will be required to address its carbon emissions impacts under CEQA. Requiring
Poseidon and the new water users to mitigate such impacts would result in double-mitigation that
would substantially increase the costs of desalination, reduce its viability and constitute poor
public policy.

CEQA Guidelines § 15126.4(a)(4)(A), (B) (“There must be an essential nexus (i.e.
connection) between the mitigation measure and a legitimate government interest. Nollan v.
California Coastal Commission, 483 U.S. 825 (1987); and the mitigation measure must be

‘roughly proportional’ to the impacts of the project. Dolan v. City of Tigard, 512 U.S. 374
(1994)”). ,

See People of the State of California ex. Rel. Attorney General Edmund G. Brown v. County
of San Bernardino, Case No. CIVSS 700329 (San Bernardino County Superior Court, April
12, 2007); Attorney General Edmund G. Brown’s appeal to the Contra Costa County Board
of Supervisors of the Planning Commission’s approval of the Clean Fuels Expansion Project
of ConocoPhillips Company (filed May 18, 2007).
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Staff’s position, if accepted, would be contrary to constitutional precepts and CEQA
principles and would result in bad policy results. For example, under Staff’s view, a water
supply analysis in an EIR could not rely on a project’s commitment to employ water
conservation features, such as low flush toilets, to reach a conclusion that the project would have
a less than significant impact on GHG emissions. Instead, Staff would require the EIR to
demonstrate that the foregone water resulting from these conservation measures would not be
used by some other hypothetical project. Similarly, Staff’s view would prevent a utility
company that replaced 50% of its existing power purchased from coal-fired power plants with -
power from a large solar PV project from taking credit for this substantial investment in solar
power (which reduced its carbon footprint by 50%), just because the coal-fired power could
subsequently be sold to another customer. It would not be reasonable or fair in this situation to
continue to hold the first company responsible for the coal-fired emissions after they were being
used by a different company. Staff’s position is untenable and would frustrate resource '
conservation efforts and CEQA’s scheme of project-specific env1ronmental review and
mitigation of 1rnpacts :

5. A Gross Emissions Offset Requirement Would Place an Excessive
Economic Burden on the San Diego Region’s Water Supply

Poseidon’s proposed GHG Plan is estimated to cost approximately $61 million, including
$55 million for on-site energy minimization features and $6 million for “net” carbon offsets. By
requiring “gross” offsets, Staff’s proposal would increase the cost of the Plan’s carbon offset
requirement from $6 million to $27 million. Additionally, Staff’s proposal to restrict the carbon
offset market to CCAR-verified credits would severely limit the availability of offsets, and could
increase carbon offset costs by 2.5 times or more, increasing the cost of the gross offset
requirement to $66 million or more. Combined, these two components of Staff’s proposal would
increase the costs of the GHG Plan from approximately $61 million to $121 million, or more.

The Project is already subject to significant mitigation costs from the Commission. The
Plan currently includes $90 million worth of mitigation costs, including $55 million for state of
the art energy minimization features, $6 million for “net” carbon offsets, and $29 million for the
Marine Life Mitigation Plan. Staff’s proposal could raise the Commission-imposed mitigation
costs from approximately $90 million to $150 million. These costs are in addition to significant
mitigation costs already imposed on the Project by the City of Carlsbad during its review of the
Project. :

If the gross emissions offset requirement is misapplied as the Staff recommends, the
additional economic burden on Poseidon and the San Diego Region’s water users could prove to
be prohibitive with respect to the Carlsbad Desalination Plant.

B. Staff’s Proposal Would Dramatlcally Restrict Poseldon s Access to the
Carbon Offset Market

Commission Staff recommended a revised offset acquisition process limiting the
availability offsets to projects verified by CCAR and/or CARB and registered in the Climate
Action Reserve (CAR). This would severely constrain the availability of carbon offsets by
limiting Poseidon to just 0.16% of the domestic market (which, as noted, could increase costs by
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2.5 times or more), and could result in an unavailability of offsets sufficient to achieve the goals
of the GHG Plan.

The voluntary market of offsets is 1/200™ of the global market ($330 million out of $66.4
 billion traded in 2007) and CCAR verified projects is only a part of the voluntary market, and
only a small fraction of the larger global market. CCAR represents only a narrow slice of the
offset project world in terms of types of projects and volume. The U.S. trading market is in its
infancy and it is maturing and evolving, with new organizations and tools constantly emerging.

As of now, CCAR has only three protocols: livestock/dairy, landfill, and reforestation.
CARB has only one protocol: forestry. CCAR and CAR have only two projects listed in registry -
and they are both fully subscribed. The extent to which offsets will be available through CCAR
and CAR at costs that are equal to domestic and international prices for offsets is uncertain. The
limited choices and uncertainty of these agencies could translate to unavailability of offset
projects and high costs of such projects, which unless modified as proposed by Poseidon,
threatens Poseidon’s ability to meet its obligation under the Plan.

Poseidon is absolutely committed to acquiring the necessary offsets from CCAR and/or
CARB exclusively to the extent these entities have offsets that are both available and affordable.
Poseidon has demonstrated this commitment by having recently become a member of the CCAR.
However, as discussed above, the presently available offset projects verified by CCAR and/or
CARB and registered in the CAR are limited and the future availability and affordability offsets
offered by these entitles is uncertain. This uncertainty raises questions regarding the workability
of staff’s proposed revision of the Plan. '

Accordingly, Poseidon proposes in its revised Plan to allow offsets to be purchased
from/through and verified by three additional respected third party providers that are members of
the Offset Quality Initiative: The Climate Trust, Environmental Resources Trust and The
Climate Group/Voluntary Standard. Poseidon proposes a mechanism allowing it to seek
Commission approval for additional Third Party Providers to be added to this list, with payment
of a $5,000.00 fee for the submission of such a request. Criteria for the Commission’s approval
of an entity as an additional Third Party Provider is that it be an independent and non-affiliated
entity that adheres to substantially similar principles and evaluation criteria for h1gh quahty
- offsets as the three Third Party Providers listed above.

C. Staff Recommends Elimination of a Contingency for Market Dysfunction

Staff recommended eliminating a contingency proposed by Poseidon to address potential
dysfunction in the carbon offset market. The contingency provides that Poseidon may pay into
an escrow fund, in lieu of acquiring offsets, in amount equal to $10 per metric ton (plus inflation)
for each ton not previously offset, if: (i) offset projects in an amount necessary to mitigate the
Project’s net indirect GHG emissions are not reasonably available; (ii) the “market price” for
carbon offsets or RECs is not reasonably discernable; (iii) the market for offsets/RECs is
suffering from significant market disruptions or instability; or (iv) the market price has escalated
to a level that renders the purchase of offsets/RECs economically infeasible to the Project.
Monies paid into the escrow fund would be spent on offsets as they became available.
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Staff has expressed concern that Poseidon would be permitted to unilaterally “forego
mitigation when it deems market conditions to be unfavorable.” Staff Report, page 13. Poseidon
has resolved this concern by modifying its Plan so that Poseidon must apply to the Executive
Director for a determination that any of the above contingencies exist, and only after approval of
such a request by the Executive Director (or the Commission upon challenge of Executive
Director denial) would Poseidon be permitted to deposit monies into the escrow fund.

Given the scarcity of available offset projects and the uncertainty of the agencies
providing such projects, a contingency plan is a crucial element in ensuring that Poseidon can
remain carbon neutral when faced with a dysfunctional carbon offset market.

D. Staff Opposes Flexibility for Poseidon to Use New Government Carboh
Offset Mitigation Programs that May Become Available "

Staff is also opposed to a provision in Poseidon’s Plan which would allow Poseidon to
opt into a carbon offset, fee or other mitigation program developed by SDAPCD, SCAQMD,
CARB, SDG&E or any other relevant government agency. Such a provision is important to
provide Poseidon with flexibility to implement its commitment to zero out the Project’s net
indirect GHG emissions. Poseidon has proposed that this flexibility be provided to ensure that,
- all times, the most efficient means for offsetting the Project’s net GHG emissions are being
undertaken.
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CALIFORNIA ENERGY COMMISSION

1516 NINTH STREET
SACAAMENTCO, CA BS84-8592
W, B I Y.CA. GOV

July 28, 2008

Patrick Kruer, Chairman
California Coastal Commission
Narth Central Coast District

45 Fremor, Suite 2000

San Francisco, CA 94105-2219

John Chiang, Chairman

California State Lands Commission
100 Howe Ave Suite 100 South
Sacramento, CA 95825-8202

Re: Carisbad Seawater Desalination Project CDP Appfieation No. E-06-013
Energy Minimization and Greerihouse Gas Reduction Pian

Dear Chairman Kruer and Chairman Chiang:

After sending you both my July 18, 2008 letter regarding Possidon’s Carlshad
Desalination Project's Energy Minimization and Greenhouse Gas Reduction Fian
(Plan), as ravised July 3, 2008, | had an opportunity to meset with representalives of
Poseidon Resources. The meeting, which occurred on July 23, 2008, was informative
and left me with clarifications and a better understanding of the Plan. Consequently, by
this letter, | wish ta retract the comments in my July 18, 2008 letter.

First, it is notable that the Poseidon Project demonstrates that desalination of ocean and
brackish water Is becoming an imporntant component of the state’s strategy to meet its
water needs. Indeed, the Energy Commissian has long studied ocean and brackish
water desalination and invested In research to improve technologies and address issues
associated with desalination. The Poseidon Project is consistent with our effarts to
imprave {he efficiency and environmental effscts of desalination and lower its custs to
customers. Towards thase ends, the project and the plan for mitigation are Jaudable.

At the July 23, 2008 meeting, representatives of Poseldon Resources and | discussed
the desalination project, the City of Carlebad’s environmental impacts report (EIR), and
the commaents in my July 18, 2008 letter. Subsequently, Posaidon Resources sent me
addltional information and a letter on July 25, 2008, turthar amplifying what we had
discussed. Based on clarifying Information and further consideration of the
environmental review done on the project, | am persuaded that Poseidon’s commitment



Chairman Patrick Kruer
Chairman.John Chlang
July 29, 2008

Page 2

to offset 100 percent of its “net’ or incremental increase in greenhouse gas emisslons
above bassline conditions is-reasonable under the Califomia Environmental Quality Act
{CEQA). Indeed, the approach is consistent with how the Energy Commission, itaelt,
anglyzes the significance of impacts under CEQA, for example, in iis power piant
licensing cases. :

More specifically, | understand the “baseline” under CEQA is typically the existing
conditions as of the start of environmental analysis of the project Accordingly,
Poseidon’s Plan o mitigate the carbon emissions from the increase in electricity
required to deliver the project's water to customars, as comparad with the "baseline” of
current electricity required to serve those customers with State Water Project water, Is
supportable by the Energy Commission. Any implication in the Energy Commission’s
comments that Poseldon should further mitigate impacts yet to be ascertalned from the
diversion of State Water Project water for use elsewhere is not imtended. Possidon's
Plan to mitigate the project’s indirect impacts, as discussed, appropriately focuses on
what is reasonably foraseeable, which is what { understand CEQA requires in an
environmental analysis,

Finally, Poseidon's point about both the City’s and the Coastal Commission’s
environmentat analyses concluding the project would not cause growth inducing
Impacts is salient. In deference to the City’s EIR and the Coasial Commission’s
substantiated conclusions, | accept the point. Please consider the comments in my July
18, 2008 lettor ragarding the project's growth-intucing impacts as having been
withdrawn. Understandably, such comments fuel unnecessary speculation of impacts,
which departs from the reasonably foresaeable impacts that Poseldon proposes to
mitigate. Moreaver, the Plan for mitigation represents an approach acceptable to the
permiting agencies. The Energy Commigslon, with no evidence to contradict the Plan,
tzkes no issue with it

The reprasentatives ! met with also informed me thatl Poseidon has applied to becaome a
mernber of the Climate Action Registry and is committad to following the accounting
protocals for reporting emissions and reductions. Compliance with the accounting
protacals enhances the credibility of Poseidon’s Plan. | see Poseldon's membership
with the Registry as an important step, not only in implementing the Plan, but also in
supporting the role of the Registry In furthering the accountabliity of emissions
reductions used to meet the state's goals under AB'32.
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Wa appreclate the efforts of Poseidon Resources to address our concerns and those of
your staff to consider the points wa have ralsed regarding this Important project. if you

have any questions, please contact me at (916) 654-4994.

cc:  Paul D. Thayer, Executive Officer, SLC
Peter M. Douglas, Executive Director, CCC
Mike Chrisman, Secretary for Resources
Jackalyne Pfannenstiel, Chairman, Calffornia Energy Commission
Pat Paraz, Assistant Director, Califomia Energy Commission
Lorraine Whita, Senior Water-Energy Lead, Califomnia Energy Commission
Cynthia Bryant, Govemnor's Office of Planning and Research
- Walter Winrow, Presidant and COO, Poseidon Resources
Peter MacLaggan, Senior Vice President, Poseidon Resqurces



MWD
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Exgcutive Office

July 29, 2008

- Mr. Peter Douglas
Executive Director -
California Coastal Commission
45 Fremont Street, Suite 2000
San Franeisco, CA 94105-2219

Dear Mr. Douglas:
Carlsbad Desalination Project’s Energy Minimization angd Greenhouse Gas Reduction Plan

The Metropolitan Water District of Southern California (Metropolitan) and the San Diego
County Water Authority are statewide leaders in water conservation, recycling, and brackish
groundwater desalination. However, in addition to these demand management achievements, our
resource strategy benefits from other progressive actions including seawater desalination.
Metropolitan’s responsibility to the public is to manage future challenges including population
growth, climate change impacts, increased uncertainty in the Bay-Delta, and earthquake
disruptions to imported water pipelines.

The proposed Carlsbad Seawater Desalination Project (Project) would help secure supply
reliability in Southern California by mitigating against these uncertainties. Metropolitan has
previously supported and continues to support the project.

Metropolitan has committed to providing incentives of $250 per acre-foot for locally-developed
seawater desalination supplies that offset the demands for imported supplies, up to $14 million
annually to support the Project. To receive the incentive, water agencies receiving desalinated
supplies from the Project must demonstrate that the water offsets an equivalent amount of water
imported from Metropolitan.

Coastal Commission staff have guestioned if it is appropriate for the Carlsbad Desalination
Project’s proposed Energy Minimization and Greenhouse Gas Reduction Plan (GHG Plan) to
account for the fact that seawater desalination would lessen the need for additional water to be
irnported into. the region. Metropolitan believes it is appropriate for the Project’s GHG Plan to
be based on offsetting net carbon emissions because San Diego County will use 56,000 acre-feet
per year less imported water upon Project start up. By net, we mean the difference in energy
related emissions required for moving water through the State Water Project compared to
operating the seawater desalination project. .

700 N. Alameda Strest, Las Angeles, California 90012 - Mailing Address: Box 54153, Los Angeles, Cafiforiia 90054-0153 - Telephone (213) 217-6000
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Offsetting demand for imported water is a condition for receiving Metropolitan’s financial
incentives. Reduced demand will assist Metropolitan’s ability to store wet-year water, improve
operational flexibility and reduce requirements for dry-year water transfers delivered through
State Water Project infrastructure. If the Project is not approved, regional demand for imported
water will not be reduced by the 56,000 acre-feet per year to be produced by the Project,

The conditions placed on the Carlsbad Desalination Project set an important precedent for
seawater desalination development in California. In that light, Metropolitan supports the
Praject’s GHG Plan, which we believe will achieve carbon neutrality by offsetting the Project’s
net greenhouse gas emissions.

Thank you for considering our comments.

Yo

WAT tw
0:\a\WN008\WAT _CCC - Carishad Support Letter 7-23-08.doc

cc:  Ms. Maureen A, Stapleton
General Manager
San Diego County Water Authority
4677 Overland Avenue
San Diéego, CA 92123

Mr. Peter M. MacLaggan
Poseidon Resources Corporation
501 West Broadway, Suite 840
San Diego, CA 92101
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CHAPTER

An act to add Division 25.5 (commencing with Section 38500)
to the Health and Safety Code, relating to air pollution.

LEGISLATIVE COUNSEL’S DIGEST

AB 32, Nunez. Air pollution: greenhouse gases: California
Global Warming Solutions Act of 2006.

Under existing law, the State Air Resources Board (state
board), the State Energy Resources Conservation and
Development Commission (Energy Commission), and the
California Climate Action Registry all have responsibilities with
respect to the control of emissions of greenhouse gases, as
defined, and the Secretary for Environmental Protection is
required to coordinate emission reductions of greenhouse gases
and climate change activity in state government.

This bill would require the state board to adopt regulations to
require the reporting and verification of statewide greenhouse gas
emissions and to monitor and enforce compliance with this
program, as specified. The bill would require the state board to
adopt a statewide greenhouse gas emissions limit equivalent to
the statewide greenhouse gas emissions levels in 1990 to be
achieved by 2020, as specified. The bill would require the state
board to adopt rules and regulations in an open public process to
achieve the maximum technologically feasible and cost-effective
greenhouse gas emission reductions, as specified. The bill would
authorize the state board to adopt market-based compliance
mechanisms, as defined, meeting specified requirements. The bill
would require the state board to monitor compliance with and
enforce any rule, regulation, order, emission limitation, emissions
reduction measure, or market-based compliance mechanism
adopted by the state board, pursuant to specified provisions of
existing law. The bill would authorize the state board to adopt a
schedule of fees to be paid by regulated sources of greenhouse
gas emissions, as specified.

Because the bill would require the state board to establish
emissions limits and other requirements, the violation of which
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would be a crime, this bill would create a state-mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated by
the state. Statutory provisions establish procedures for making
that reimbursement.

This bill would provide that no reimbursement is required by
this act for a specified reason.

The people of the State of California do enact as follows:

SECTION 1. Division 25.5 (commencing with Section
38500) is added to the Health and Safety Code, to read:

DIVISION 25.5. CALIFORNIA GLOBAL WARMING
SOLUTIONS ACT OF 2006

PART 1. GENERAL PROVISIONS

CHAPTER 1. TITLE OF DIVISION

38500. This division shall be known, and may be cited, as the
California Global Warming Solutions Act of 2006.

CHAPTER 2. FINDINGS AND DECLARATIONS

38501. The Legislature finds and declares all of the
following:

(a) Global warming poses a serious threat to the economic
well-being, public health, natural resources, and the environment
of California. The potential adverse impacts of global warming
include the exacerbation of air quality problems, a reduction in
the quality and supply of water to the state from the Sierra
snowpack, a rise in sea levels resulting in the displacement of
thousands of coastal businesses and residences, damage to
marine ecosystems and the natural environment, and an increase
in the incidences of infectious diseases, asthma, and other human
health-related problems.

(b) Global warming will have detrimental effects on some of
California’s largest industries, including agriculture, wine,
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tourism, skiing, recreational and commercial fishing, and
forestry. It will also increase the strain on electricity supplies
necessary to meet the demand for summer air-conditioning in the
hottest parts of the state.

(c¢) California has long been a national and international leader
on energy conservation and environmental stewardship efforts,
including the areas of air quality protections, energy efficiency
requirements, renewable energy standards, natural resource
conservation, and greenhouse gas emission standards for
passenger vehicles. The program established by this division will
continue this tradition of environmental leadership by placing
California at the forefront of national and international efforts to
reduce emissions of greenhouse gases.

(d) National and international actions are necessary to fully
address the issue of global warming. However, action taken by
California to reduce emissions of greenhouse gases will have
far-reaching effects by encouraging other states, the federal
government, and other countries to act.

(e) By exercising a global leadership role, California will also
position its economy, technology centers, financial institutions,
and businesses to benefit from national and international efforts
to reduce emissions of greenhouse gases. More importantly,
investing in the development of innovative and pioneering
technologies will assist California in achieving the 2020
statewide limit on emissions of greenhouse gases established by
this division and will provide an opportunity for the state to take
a global economic and technological leadership role in reducing
emissions of greenhouse gases.

() It is the intent of the Legislature that the State Air
Resources Board coordinate with state agencies, as well as
consult with the environmental justice community, industry
sectors, business groups, academic institutions, environmental
organizations, and other stakeholders in implementing this
division.

(g) It is the intent of the Legislature that the State Air
Resources Board consult with the Public Utilities Commission in
the development of emissions reduction measures, including
limits on emissions of greenhouse gases applied to electricity and
natural gas providers regulated by the Public Utilities
Commission in order to ensure that electricity and natural gas
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providers are not required to meet duplicative or inconsistent
regulatory requirements.

(h) It is the intent of the Legislature that the State Air
Resources Board design emissions reduction measures to meet
the statewide emissions limits for greenhouse gases established
pursuant to this division in a manner that minimizes costs and
maximizes benefits for California’s economy, improves and
modernizes California’s energy infrastructure and maintains
electric system reliability, maximizes additional environmental
and economic co-benefits for California, and complements the
state’s efforts to improve air quality.

(i) It is the intent of the Legislature that the Climate Action
Team established by the Governor to coordinate the efforts set
forth under Executive Order S-3-05 continue its role in
coordinating overall climate policy.

CHAPTER 3. DEFINITIONS

38505. For the purposes of this division, the following terms
have the following meanings:

(a) “Allowance” means an authorization to emit, during a
specified year, up to one ton of carbon dioxide equivalent.

(b) “Alternative compliance mechanism” means an action
undertaken by a greenhouse gas emission source that achieves
the equivalent reduction of greenhouse gas emissions over the
same time period as a direct emission reduction, and that is
approved by the state board. “Alternative compliance
mechanism” includes, but is not limited to, a flexible compliance
schedule, alternative control technology, a process change, or a
product substitution.

(c) “Carbon dioxide equivalent” means the amount of carbon
dioxide by weight that would produce the same global warming
impact as a given weight of another greenhouse gas, based on the
best available science, including from the Intergovernmental
Panel on Climate Change.

(d) “Cost-effective” or “cost-effectiveness” means the cost per
unit of reduced emissions of greenhouse gases adjusted for its
global warming potential.
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(e) “Direct emission reduction” means a greenhouse gas
emission reduction action made by a greenhouse gas emission
source at that source.

(f) “Emissions reduction measure” means programs, measures,
standards, and alternative compliance mechanisms authorized
pursuant to this division, applicable to sources or categories of
sources, that are designed to reduce emissions of greenhouse
gases.

(g) “Greenhouse gas” or “greenhouse gases” includes all of
the following gases: carbon dioxide, methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, and sulfur hexaflouride.

(h) “Greenhouse gas emissions limit” means an authorization,
during a specified year, to emit up to a level of greenhouse gases
specified by the state board, expressed in tons of carbon dioxide
equivalents.

(i) “Greenhouse gas emission source” or “source” means any
source, or category of sources, of greenhouse gas emissions
whose emissions are at a level of significance, as determined by
the state board, that its participation in the program established
under this division will enable the state board to effectively
reduce greenhouse gas emissions and monitor compliance with
the statewide greenhouse gas emissions limit.

(j) “Leakage” means a reduction in emissions of greenhouse
gases within the state that is offset by an increase in emissions of
greenhouse gases outside the state.

(k) “Market-based compliance mechanism” means either of
the following:

(1) A system of market-based declining annual aggregate
emissions limitations for sources or categories of sources that
emit greenhouse gases.

(2) Greenhouse gas emissions exchanges, banking, credits, and
other transactions, governed by rules and protocols established
by the state board, that result in the same greenhouse gas
emission reduction, over the same time period, as direct
compliance with a greenhouse gas emission limit or emission
reduction measure adopted by the state board pursuant to this
division.

(D “State board” means the State Air Resources Board.

(m) “Statewide greenhouse gas emissions” means the total
annual emissions of greenhouse gases in the state, including all
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emissions of greenhouse gases from the generation of electricity
delivered to and consumed in California, accounting for
transmission and distribution line losses, whether the electricity
is generated in state or imported. Statewide emissions shall be
expressed in tons of carbon dioxide equivalents.

(n) “Statewide greenhouse gas emissions limit” or “statewide
emissions limit” means the maximum allowable level of
statewide greenhouse gas emissions in 2020, as determined by
the state board pursuant to Part 3 (commencing with Section
38850).

CHAPTER 4. ROLE OF STATE BoARD

38510. The State Air Resources Board is the state agency
charged with monitoring and regulating sources of emissions of
greenhouse gases that cause global warming in order to reduce
emissions of greenhouse gases.

PART 2. MANDATORY GREENHOUSE GAS EMISSIONS
REPORTING

38530. (a) On or before January 1, 2008, the state board shall
adopt regulations to require the reporting and verification of
statewide greenhouse gas emissions and to monitor and enforce
compliance with this program.

(b) The regulations shall do all of the following:

(1) Require the monitoring and annual reporting of greenhouse
gas emissions from greenhouse gas emission sources beginning
with the sources or categories of sources that contribute the most
to statewide emissions.

(2) Account for greenhouse gas emissions from all electricity
consumed in the state, including transmission and distribution
line losses from electricity generated within the state or imported
from outside the state. This requirement applies to all retail
sellers of electricity, including load-serving entities as defined in
subdivision (j) of Section 380 of the Public Utilities Code and
local publicly owned electric utilities as defined in Section 9604
of the Public Utilities Code.

(3) Where appropriate and to the maximum extent feasible,
incorporate the standards and protocols developed by the
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California Climate Action Registry, established pursuant to
Chapter 6 (commencing with Section 42800) of Part 4 of
Division 26. Entities that voluntarily participated in the
California Climate Action Registry prior to December 31, 2006,
and have developed a greenhouse gas emission reporting
program, shall not be required to significantly alter their
reporting or verification program except as necessary to ensure
that reporting is complete and verifiable for the purposes of
compliance with this division as determined by the state board.

(4) Ensure rigorous and consistent accounting of emissions,
and provide reporting tools and formats to ensure collection of
necessary data.

(5) Ensure that greenhouse gas emission sources maintain
comprehensive records of all reported greenhouse gas emissions.

(c) The state board shall do both of the following:

(1) Periodically review and update its emission reporting
requirements, as necessary.

(2) Review existing and proposed international, federal, and
state greenhouse gas emission reporting programs and make
reasonable efforts to promote consistency among the programs
established pursuant to this part and other programs, and to
streamline reporting requirements on greenhouse gas emission
sources.

PART 3. STATEWIDE GREENHOUSE GAS EMISSIONS
LIMIT

38550. By January 1, 2008, the state board shall, after one or
more public workshops, with public notice, and an opportunity
for all interested parties to comment, determine what the
statewide greenhouse gas emissions level was in 1990, and
approve in a public hearing, a statewide greenhouse gas
emissions limit that is equivalent to that level, to be achieved by
2020. In order to ensure the most accurate determination feasible,
the state board shall evaluate the best available scientific,
technological, and economic information on greenhouse gas
emissions to determine the 1990 level of greenhouse gas
emissions.

38551. (a) The statewide greenhouse gas emissions limit
shall remain in effect unless otherwise amended or repealed.
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(b) It is the intent of the Legislature that the statewide
greenhouse gas emissions limit continue in existence and be used
to maintain and continue reductions in emissions of greenhouse
gases beyond 2020.

(c) The state board shall make recommendations to the
Governor and the Legislature on how to continue reductions of
greenhouse gas emissions beyond 2020.

PART 4. GREENHOUSE GAS EMISSIONS REDUCTIONS

38560. The state board shall adopt rules and regulations in an
open public process to achieve the maximum technologically
feasible and cost-effective greenhouse gas emission reductions
from sources or categories of sources, subject to the criteria and
schedules set forth in this part.

38560.5. (a) On or before June 30, 2007, the state board shall
publish and make available to the public a list of discrete early
action greenhouse gas emission reduction measures that can be
implemented prior to the measures and limits adopted pursuant to
Section 38562.

(b) On or before January 1, 2010, the state board shall adopt
regulations to implement the measures identified on the list
published pursuant to subdivision (a).

(c) The regulations adopted by the state board pursuant to this
section shall achieve the maximum technologically feasible and
cost-effective reductions in greenhouse gas emissions from those
sources or categories of sources, in furtherance of achieving the
statewide greenhouse gas emissions limit.

(d) The regulations adopted pursuant to this section shall be
enforceable no later than January 1, 2010.

38561. (a) On or before January 1, 2009, the state board shall
prepare and approve a scoping plan, as that term is understood by
the state board, for achieving the maximum technologically
feasible and cost-effective reductions in greenhouse gas
emissions from sources or categories of sources of greenhouse
gases by 2020 under this division. The state board shall consult
with all state agencies with jurisdiction over sources of
greenhouse gases, including the Public Utilities Commission and
the State Energy Resources Conservation and Development
Commission, on all elements of its plan that pertain to energy
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related matters including, but not limited to, electrical generation,
load based-standards or requirements, the provision of reliable
and affordable electrical service, petroleum refining, and
statewide fuel supplies to ensure the greenhouse gas emissions
reduction activities to be adopted and implemented by the state
board are complementary, nonduplicative, and can be
implemented in an efficient and cost-effective manner.

(b) The plan shall identify and make recommendations on
direct emission reduction measures, alternative compliance
mechanisms, market-based compliance mechanisms, and
potential monetary and nonmonetary incentives for sources and
categories of sources that the state board finds are necessary or
desirable to facilitate the achievement of the maximum feasible
and cost-effective reductions of greenhouse gas emissions by
2020.

(¢) In making the determinations required by subdivision (b),
the state board shall consider all relevant information pertaining
to greenhouse gas emissions reduction programs in other states,
localities, and nations, including the northeastern states of the
United States, Canada, and the European Union.

(d) The state board shall evaluate the total potential costs and
total potential economic and noneconomic benefits of the plan
for reducing greenhouse gases to California’s economy,
environment, and public health, using the best available
economic models, emission estimation techniques, and other
scientific methods.

(e) In developing its plan, the state board shall take into
account the relative contribution of each source or source
category to statewide greenhouse gas emissions, and the potential
for adverse effects on small businesses, and shall recommend a
de minimis threshold of greenhouse gas emissions below which
emission reduction requirements will not apply.

(f) In developing its plan, the state board shall identify
opportunities for emission reductions measures from all
verifiable and enforceable voluntary actions, including, but not
limited to, carbon sequestration projects and best management
practices.

(g) The state board shall conduct a series of public workshops
to give interested parties an opportunity to comment on the plan.
The state board shall conduct a portion of these workshops in
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regions of the state that have the most significant exposure to air
pollutants, including, but not limited to, communities with
minority populations, communities with low-income populations,
or both.

(h) The state board shall update its plan for achieving the
maximum technologically feasible and cost-effective reductions
of greenhouse gas emissions at least once every five years.

38562. (a) On or before January 1, 2011, the state board shall
adopt greenhouse gas emission limits and emission reduction
measures by regulation to achieve the maximum technologically
feasible and cost-effective reductions in greenhouse gas
emissions in furtherance of achieving the statewide greenhouse
gas emissions limit, to become operative beginning on January 1,
2012.

(b) In adopting regulations pursuant to this section and Part 5
(commencing with Section 38570), to the extent feasible and in
furtherance of achieving the statewide greenhouse gas emissions
limit, the state board shall do all of the following:

(1) Design the regulations, including distribution of emissions
allowances where appropriate, in a manner that is equitable,
seeks to minimize costs and maximize the total benefits to
California, and encourages early action to reduce greenhouse gas
emissions.

(2) Ensure that activities undertaken to comply with the
regulations do not disproportionately impact low-income
communities.

(3) Ensure that entities that have voluntarily reduced their
greenhouse gas emissions prior to the implementation of this
section receive appropriate credit for early voluntary reductions.

(4) Ensure that activities undertaken pursuant to the
regulations complement, and do not interfere with, efforts to
achieve and maintain federal and state ambient air quality
standards and to reduce toxic air contaminant emissions.

(5) Consider cost-effectiveness of these regulations.

(6) Consider overall societal benefits, including reductions in
other air pollutants, diversification of energy sources, and other
benefits to the economy, environment, and public health.

(7) Minimize the administrative burden of implementing and
complying with these regulations.

(8) Minimize leakage.
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(9) Consider the significance of the contribution of each
source or category of sources to statewide emissions of
greenhouse gases.

(¢) In furtherance of achieving the statewide greenhouse gas
emissions limit, by January 1, 2011, the state board may adopt a
regulation that establishes a system of market-based declining
annual aggregate emission limits for sources or categories of
sources that emit greenhouse gas emissions, applicable from
January 1, 2012, to December 31, 2020, inclusive, that the state
board determines will achieve the maximum technologically
feasible and cost-effective reductions in greenhouse gas
emissions, in the aggregate, from those sources or categories of
sources.

(d) Any regulation adopted by the state board pursuant to this
part or Part 5 (commencing with Section 38570) shall ensure all
of the following;:

(1) The greenhouse gas emission reductions achieved are real,
permanent, quantifiable, verifiable, and enforceable by the state
board.

(2) For regulations pursuant to Part 5 (commencing with
Section 38570), the reduction is in addition to any greenhouse
gas emission reduction otherwise required by law or regulation,
and any other greenhouse gas emission reduction that otherwise
would occur.

(3) If applicable, the greenhouse gas emission reduction
occurs over the same time period and is equivalent in amount to
any direct emission reduction required pursuant to this division.

(e) The state board shall rely upon the best available economic
and scientific information and its assessment of existing and
projected technological capabilities when adopting the
regulations required by this section.

(f) The state board shall consult with the Public Utilities
Commission in the development of the regulations as they affect
electricity and natural gas providers in order to minimize
duplicative or inconsistent regulatory requirements.

(g) After January 1, 2011, the state board may revise
regulations adopted pursuant to this section and adopt additional
regulations to further the provisions of this division.

38563. Nothing in this division restricts the state board from
adopting greenhouse gas emission limits or emission reduction
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measures prior to January 1, 2011, imposing those limits or
measures prior to January 1, 2012, or providing early reduction
credit where appropriate.

38564. The state board shall consult with other states, and the
federal government, and other nations to identify the most
effective strategies and methods to reduce greenhouse gases,
manage greenhouse gas control programs, and to facilitate the
development of integrated and cost-effective regional, national,
and international greenhouse gas reduction programs.

38565. The state board shall ensure that the greenhouse gas
emission reduction rules, regulations, programs, mechanisms,
and incentives under its jurisdiction, where applicable and to the
extent feasible, direct public and private investment toward the
most disadvantaged communities in California and provide an
opportunity for small businesses, schools, affordable housing
associations, and other community institutions to participate in
and benefit from statewide efforts to reduce greenhouse gas
emissions.

PART 5. MARKET-BASED COMPLIANCE MECHANISMS

38570. (a) The state board may include in the regulations
adopted pursuant to Section 38562 the use of market-based
compliance mechanisms to comply with the regulations.

(b) Prior to the inclusion of any market-based compliance
mechanism in the regulations, to the extent feasible and in
furtherance of achieving the statewide greenhouse gas emissions
limit, the state board shall do all of the following:

(1) Consider the potential for direct, indirect, and cumulative
emission impacts from these mechanisms, including localized
impacts in communities that are already adversely impacted by
air pollution.

(2) Design any market-based compliance mechanism to
prevent any increase in the emissions of toxic air contaminants or
criteria air pollutants.

(3) Maximize additional environmental and economic benefits
for California, as appropriate.

(c) The state board shall adopt regulations governing how
market-based compliance mechanisms may be used by regulated
entities subject to greenhouse gas emission limits and mandatory
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emission reporting requirements to achieve compliance with their
greenhouse gas emissions limits.

38571. The state board shall adopt methodologies for the
quantification of voluntary greenhouse gas emission reductions.
The state board shall adopt regulations to verify and enforce any
voluntary greenhouse gas emission reductions that are authorized
by the state board for use to comply with greenhouse gas
emission limits established by the state board. The adoption of
methodologies is exempt from the rulemaking provisions of the
Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code).

38574. Nothing in this part or Part 4 (commencing with
Section 38560) confers any authority on the state board to alter
any programs administered by other state agencies for the
reduction of greenhouse gas emissions.

PART 6. ENFORCEMENT

38580. (a) The state board shall monitor compliance with
and enforce any rule, regulation, order, emission limitation,
emissions reduction measure, or market-based compliance
mechanism adopted by the state board pursuant to this division.

(b) (1) Any violation of any rule, regulation, order, emission
limitation, emissions reduction measure, or other measure
adopted by the state board pursuant to this division may be
enjoined pursuant to Section 41513, and the violation is subject
to those penalties set forth in Article 3 (commencing with
Section 42400) of Chapter 4 of Part 4 of, and Chapter 1.5
(commencing with Section 43025) of Part 5 of, Division 26.

(2) Any violation of any rule, regulation, order, emission
limitation, emissions reduction measure, or other measure
adopted by the state board pursuant to this division shall be
deemed to result in an emission of an air contaminant for the
purposes of the penalty provisions of Article 3 (commencing
with Section 42400) of Chapter 4 of Part 4 of, and Chapter 1.5
(commencing with Section 43025) of Part 5 of, Division 26.

(3) The state board may develop a method to convert a
violation of any rule, regulation, order, emission limitation, or
other emissions reduction measure adopted by the state board
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pursuant to this division into the number of days in violation,
where appropriate, for the purposes of the penalty provisions of
Article 3 (commencing with Section 42400) of Chapter 4 of Part
4 of, and Chapter 1.5 (commencing with Section 43025) of Part 5
of, Division 26.

(c) Section 42407 and subdivision (i) of Section 42410 shall
not apply to this part.

PART 7. MISCELLANEOUS PROVISIONS

38590. Ifthe regulations adopted pursuant to Section 43018.5
do not remain in effect, the state board shall implement
alternative regulations to control mobile sources of greenhouse
gas emissions to achieve equivalent or greater reductions.

38591. (a) The state board, by July 1, 2007, shall convene an
environmental justice advisory committee, of at least three
members, to advise it in developing the scoping plan pursuant to
Section 38561 and any other pertinent matter in implementing
this division. The advisory committee shall be comprised of
representatives from communities in the state with the most
significant exposure to air pollution, including, but not limited to,
communities with minority populations or low-income
populations, or both.

(b) The state board shall appoint the advisory committee
members from nominations received from environmental justice
organizations and community groups.

(c) The state board shall provide reasonable per diem for
attendance at advisory committee meetings by advisory
committee members from nonprofit organizations.

(d) The state board shall appoint an Economic and Technology
Advancement Advisory Committee to advise the state board on
activities that will facilitate investment in and implementation of
technological research and development opportunities, including,
but not limited to, identifying new technologies, research,
demonstration projects, funding opportunities, developing state,
national, and international partnerships and technology transfer
opportunities, and identifying and assessing research and
advanced technology investment and incentive opportunities that
will assist in the reduction of greenhouse gas emissions. The
committee may also advise the state board on state, regional,
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national, and international economic and technological
developments related to greenhouse gas emission reductions.

38592. (a) All state agencies shall consider and implement
strategies to reduce their greenhouse gas emissions.

(b) Nothing in this division shall relieve any person, entity, or
public agency of compliance with other applicable federal, state,
or local laws or regulations, including state air and water quality
requirements, and other requirements for protecting public health
or the environment.

38593. (a) Nothing in this division affects the authority of
the Public Utilities Commission.

(b) Nothing in this division affects the obligation of an
electrical corporation to provide customers with safe and reliable
electric service.

38594. Nothing in this division shall limit or expand the
existing authority of any district, as defined in Section 39025.

38595. Nothing in this division shall preclude, prohibit, or
restrict the construction of any new facility or the expansion of
an existing facility subject to regulation under this division, if all
applicable requirements are met and the facility is in compliance
with regulations adopted pursuant to this division.

38596. The provisions of this division are severable. If any
provision of this division or its application is held invalid, that
invalidity shall not affect other provisions or applications that can
be given effect without the invalid provision or application.

38597. The state board may adopt by regulation, after a
public workshop, a schedule of fees to be paid by the sources of
greenhouse gas emissions regulated pursuant to this division,
consistent with Section 57001. The revenues collected pursuant
to this section, shall be deposited into the Air Pollution Control
Fund and are available upon appropriation, by the Legislature,
for purposes of carrying out this division.

38598. (a) Nothing in this division shall limit the existing
authority of a state entity to adopt and implement greenhouse gas
emissions reduction measures.

(b) Nothing in this division shall relieve any state entity of its
legal obligations to comply with existing law or regulation.

38599. (a) In the event of extraordinary circumstances,
catastrophic events, or threat of significant economic harm, the
Governor may adjust the applicable deadlines for individual
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regulations, or for the state in the aggregate, to the earliest
feasible date after that deadline.

(b) The adjustment period may not exceed one year unless the
Governor makes an additional adjustment pursuant to subdivision
(a).

(c) Nothing in this section affects the powers and duties
established in the California Emergency Services Act (Chapter 7
(commencing with Section 8550) of Division 1 of Title 2 of the
Government Code).

(d) The Governor shall, within 10 days of invoking
subdivision (a), provide written notification to the Legislature of
the action undertaken.

SEC. 2 No reimbursement is required by this act pursuant to
Section 6 of Article XIII B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the
penalty for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition of a
crime within the meaning of Section 6 of Article XIIIB of the
California Constitution.
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COURT REPORTER: Audible, please.

" CHAIR KRUER: Let's see, there is Commissioner

sBurke, and Commissioner Blank, Pottér, myself, Vice Chair

Neely, and Commissioner Hueso.

. So, it is six;*zero, ﬁnanimoﬁs; so we have addpted

the findings. . '
And, before we -- staff, Commissioners, my

colleégues, people out in the audience, maybe it would be a

good time, before we‘jump‘into the next item, that we take a

bio-break for 10 minutes. |

t‘Recess & ‘ o

Ttem No. 5.a. Condition Compliance

Brnerqy Minimization & Greenhouse Gas Reduction Plan ]

So, with that, we will start with the Condition

Compliance S.a.; and will go to staff.

Mr. Luster, do you want to go first.
ENVI_RONM_ENTAL SPECIALIST LUSTER: Thank you, Mr.
Chair, Commissioners; Our next item is 5.a. Condition

Compliance. .

I would like to introduCe_Sarah'Townsend, tﬁe

' coastal analyst who will be making the presentation.

COASTAL STAFF ANALYST TOWNSEND: Good morning,
Chair Kruer and Commissioners. This next item is consider-

ation of Condition Cqmpliancé for Poseidon Resources proposed

‘energy minimization and greenhouse gas reduction plan.

PRISCILLA PIKE

39672 WHISPERING 'WAY Court Reporting Services TELEPHONE
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As you may recall from last November's'hearing,

Poseidon offeréd,'as'part of its project description to make

it desalinatibn facilities net carbon neutral. In your

approval Qf'this projeCt{ thé Commissidn‘required_through.

Special Condition 10 that Poéeidbﬁ'submit a plan describing

how it would édhieve that level of greenhouée gas reduction.
Staff'has been wOfking with Pogseidon and a. number

of agencies over the past several months to develop an

‘acceptable plan. Poseidon's most recént plan is attached to
 Exhibit 1 to the staff report; and staff is recommending you

. approve the plaﬁ:as modified in the staff report.

Please note that staff provided you with an

addendum last night, or early this morning, that includes

' correspondence received regarding the plan.

Please note, too, that Poseidon has clarified that
the intent of this plan ig mnot to have the prdject be net
carbon neutral, but to bring the net indirect greehhouse‘gas
emissions from purchased electricity to zero. This is not
the same as being carbon neutral, which generally Meéns
bringing to iero a larger.setAof'both direct ané indirect

emissions, such as emissions from transportation of

materials, products, waste from employees, emission from fuel

combustion from stationary sources, emissions from production
of purchased materials, et cetera.

:Howeverl staff concurs with.PQseidon that the

PRISCILIA PIKE

39672 WHISPERING WAY Court Reporting Services _ TELEPHONE
OAKHURST, CA 93644 ‘ : mtnpris@sti.net : (559) 683-8230
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‘foous of its plan should be on just those net indirect
emissions reSultiag'from the facility's electricity use,

sihoe they do represent a majority of the emissions expected

'durlng the llfe of the prOJect

Staff's presentatlon today will brlefly summarize

'some'key‘p01nts of Poseldon s proposed plan, and staff's

recommended modifications, provide a brief background of

VAssembly-Bill 32, the state's landmark greenhouse gas

emission redﬁction statﬂte, and describe why staff's
modificatiohs.to Poseidon's plan are needed to insure
conformity'to Special Condition 10, and the Commission's
findings. -

Poseidon's proposed plan includes several features

to reduce‘the'desalinatioh facility's expected energy use,

and includes other features meant to mitigate for the
remaining net indirect emissions resultiﬁg from the
desalination facility’s electricity use.

One of the key energy reduction measures will be
Poseldon s use of an energy recovery system to reduce its |
overall-electrlclty use. . Poseidon 1s also cons1der1ng

1nstalllng a solar voltaic system on its roof, and using

electr1c1ty generated from that system to £urther reduce its

net emissions. It has also identified a number of other.

measures it expects will reduce or offset 1ts net emissions,

1nclud1ng a reforestatlon prOJect in the San Diego area,

PRISCILLA PIKE

39672 WHISPERING WAY : Court Reporting Services TELEPHONE |
OAKHURST, CA 93644 ' mtnpris@sti.net (559) 683-8230
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purchasé'of offSeté for renewable energy credits, and'othersi
| | | The plaﬁ,_as propdsed, would’also éStablish a
qommittée-té'éSsess;_select,.and accbﬁﬁt'foi the ﬁariOﬁs
emission reduction measﬁres, and wbuld require the San biego
Air‘Pollution,Ccntrcl District to maintain a data base |
showiné the results'of Poseidonls éffqrts.'

Just a quiﬁk note regarding theée last few points.

We understand Poseidon may be proposing today a change in its

 propoSed committees, and we also understand that at this

poiht.the San Diego Air Pollution Control District has not
yéﬁ committed to‘manéging Poseidon's data base. |

Now, onto Stéff's recommended modifications.
Staff'recommendethe CommissiOn.apprOVe the plan with some
kéy modifications tb insure the plén is consistent with
.Special Condition 10; as well as the‘Commission's.findings
and applicéble Coastal Act provisions.

Staff has evolved a very simple approach to

‘provide the Commission with the necessary level of assurance.

The recommended.modifiéations,are_shown on page 4 of the
staff report, aﬁd they:include, firét,:have Poseidon
implement its plaﬁ using AB32. This modifiéation_includes
ﬁﬁo main_steps,.oné,.insuré Poseidon uses the protocols,
MechaniSms, and criteria approved by the California Air
Resourdes Board, CARB, or by the California Climate Action

Registry,-CCAR, Which are the two entities most responsible

PRISCILIA PIKE

39672 WHISPERING WAY Court Reporting Services ' TELEPHONE
ommyns*r, CA93644 - minpris@sti.net o (559) 683-8230
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for 1mp1ement1ng AB32.
o _ Two,_insure Poseidon uses CCAR'S climate action
reserve program, or other CARB or CCARB approved protocols to

implement'the plan, and account for its emission reduction

measures. Staff understands a representative from the CCAR

Climate Action Reserve is here today, and will presént more

details about this program for you.

Second, have Poseidon submit annual reports for‘
Executivé Director review and approval, that show the
verified results of Poseidon s reduction measures. |

Third have Poseidon modify the plan to match the
review processes being implemented by CARB or CCAR.

| And, finally require Poseidon to submit a reviged
plan that 1ncorporates these modifications.

‘Staff's recommendationg are based entirely on
coordination and consultntion with Poseidon, as well as a
numbér of state, regional, and'locél agencies that provided
assistance and comments during development of Poseidon's

plan. All of the agencies‘thét participated in reviewing the

'plan, including CARB and CCAR, recommended that AB32 serve as

the basis for Poseidon's plan.

_7 In addition, and through our recent consultation
with Poseidon, staff isjrecommending the following additional
modifications, and in the first of staff's proposed modifica-

tions on page 4, we recommend you allow Poseidon to use not

PRISCILLA PIKE

39672 WHISPERING WAY Court Reporting Services RLEFHONE
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only those programs approved by CARB or CCAR, but also thbse'

approved by any of the state's Air Pollution Control

Districts pursuant to AB32. Staff believes this will broaden

the scope of.acceptable emission reduction programs dvailable

to Poseidon, and will insure the same level of verification

“and sciutiny provided by the CARB and CCAR programs.

Now,-befdre I explaih the need for staff's
recommended modificatiohs, I'll provide a very-brief'back—
grOund of AB32. The statute adopted by the state in 2006

establishes a state wide target to reduce by 2020 all

‘greenhduse gas emissions emitted in the state to 1990 levels.

Meeting this goal will require a substantial
change in how the state addresses the effects of proposed
developments, includingjthoée effecting coaétal resources, as
noted in your.findings.

LAB32 ihéiudes a number of mechanisms, protbcols,
and criteria, that are to bé used to implement this goal.
AB32 includes provisions that apply to the regulated
community, to volﬁntary}efforts to offset emissions; and tq
market-based stratégies;for emission reductions. These

provisions include 6 criteria that apply to all emission

‘reduction measures implemented in support of AB32. The

criteria are meant to insure that emission reductions are

real, permanent, quantifiable, verifiable, enforceable, and .

‘in addition to measures that would otherwise occur.
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CARB is developing regulatidns'to implement

provisions applicable to both_the regulated cgmmunity, and

 the voluntary, market,]which_will take effect in 2012.‘ CCAR,

the state's Climate Action Registry, also implements'ABBZ by

providing a verlflcatlon system for entltles in the voluntary

'smarket, like Poseldon Whlch will not be sub]ect to AB32's

initial regulatory requlrements, but may wish to have ‘their

-emissionrreduction efforts recognized by the state.

Staff understands that Poseidon jOlned CCAR last
week, and has commltted to use CCAR and CARB approved
protocols for at least one of its projects, the reforestation
efforts the Commission required as part of its approval last
November . | | |

- Now, I will return to the‘need for modlficatiens.
As I mentioned earlier, staff ig recommending the Commission.
approve Poseldon's plan with modifications. These

modifications are meant to insure that the measures Poseldon

implements meet the applicable criteria'of AB32. This will

prov1de the necessary level of assurance that the plan

conforms to- the Comm1ss1on s conditions and findings.

_ As you may know, there is currently a wide varlety

of emission reduction measures and credits available on the

market today, some of which are of uncertain value, or which

‘have not been seen to result in actual emissionrreductions.

This is one reason why CARB is adopting regulations that meet
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the 68032 criteria.

By using the mechanisms;of ABBZ"Poseidon's'

efforts will be 1ndependent1y verlfled and will: be avallable

as part of the state's 1mplementatlon of the statute

Staff's understandlng is that the most 51gn1f1cant elements
of Poseidon’ s plan, as currently proposed do not yet conform
to AB32.standards; which means that Poseidon would not be
able to fﬁlly partlclpate in ABR32-based mechanisms, such as
treding-emission reduction credits within a state approved
market. It also means that the.Commission will not have the

level of assurance necessary to show that the plan results in

- emission reductions recognlzed by Callfornla

Additionally, staff's recommendations insure that

" Poseidon's plan avoids redundancy and confusion over what

protocols'might apply to various proposed measures; and how
those measure will be evaluated. |

As noted above, the plan, as currently proposed,
would establish its own review committee, its own reporting

and accountlng mechanlsms, and its own verification‘system

out51de of those already established and available through

CCAR. Staff's recommended modlflcatloh would slmpllfy'thls_
process, and provide independent verification that Poseidon's
plan will meet its goel of net zero indirect greenmhouse gas
emissions, from the purchase of its electricity.. |

Poseidon has raised a number of concerns about
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staff's recommended modificatiOns; which I will address

briefly. For example, Poseidon has stated that its plan is
voluntary, and that it is not regqulated under AB32. This is
true. Staff_reoogniies\that Poseidon is not regulated by

ABBZ-'h0wever as noted previously, ABBZfalSO applies to

voluntary measures that are meant to be part of the state 8

emission reduction efforts
Poseidon has stated a number of times that its-
plan is meant to meet AB32 requlrements for voluntary offset

programs, and that it considers the plan to be a model for

'voluntary em15510n reductlons under ABBZ | Although the plan

as currently proposed would not conform to AB32, by adopting
staff's recommendations, the Commission Would insure that the
plan meets Poseidon's stated goal.

Poseidon has also expressed the concern that
staff's modifications would limit Poseidon to.usfngrless than
l:percent of the offset market. Staff recognizes that |

offsets approved by CARB, CCAR, and the air districts will be

~a small percentage of all available offsets; hoWever, staff's

reoommendation would insure that any offsets Poseidon

purchases are verifiable and legitimate.

Regarding the concern about supply, staff
understand that CCAR expects to have  at 1east 5 million _
approved offset credlts avallable by the time Poseidon starts

operatlons, therefore, even if Poseidon chose-to simply
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purchaSe approved;offsets to zero out itslnet emisSions; it

would'be fewer than 2 percentiof the7expeoted'approved-supply

from justwone of the approved entities. | | _
We'note, too, that CARRB also haS'in-plaCe AB32FI

based protocols for one of the measures the Comm1ss;on

'spe01f1ca11y reguested of Poseldon the $1 mllllon worth of

trees for reforestation, and that Poseidon has committed to

‘use those protocols. Poseidon has also committed to use the

CCAR approved methodology for determining the project's

_greenhouse gas emissions. Staff's recommendations would

“provide that Poseidon build on these commitments, ‘and insure

all of its plan be reviewed under CARB and CCAR approved
measures. |
‘Poseidon has also requested that its plan include

a contingency measure that would allow it to opt out if
certain emission reduction efforts -- if offsets are not
reasonably available,.or if the maarket is somehow '
dysfunctional. |

| If these conditions exist, Poseidon has proposed
that instead deposits go into an escrow account to be used
for future emission reduction measures. Staff's concern with
this proposal is that Poseidon's plan does not assign the |
conditions under which the market would be considered
disrupted:or_unstable, or at what costs offsets would be

economically infeasible. Again, however, staff believes this
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concern_to'be alleviated by_having'Poseidoh participating

fuily in AB32—appered'mechanisms, Whibh'are_to'include

considerations of costs -and feasibilities.

As another concern, Pdseidonfhas stated that

‘staff's recommendations would have it mitigate for growth

emission; however, this is incorrect. Staff concurs with
Poséidon that the plan is to mitigate only for its net
emissions. The difference is that Poseidon's plan, as

currently proposed, does not allow fbr'independent.

verification of all of its net emissions. This issue

illustfates one of the most significant differences 5etﬁeén
Poséidon's plan and staff's recommended.modificatioﬂ, that
is, hbw to treat what Poseidon describes as project related
measures. 7 |
| Poseidon states that ité project related measures
should not have to meet the AB32 criteria; however, AB32 does
not include such a disfinction, and in fact, the state says
its ériteria are meant to apply to-any'greenhouse gas
emission reduction measure implemented in support of AB32.

7 This is a key issue in the Commission's decision
tdday, because it‘inﬁolves.thé single largest emission

reduction measure Poseidon is proposing. ' Specifically,

‘Poseidon is proposing emission reduction credits for

offéettihg water imports in the state water project. This

one measure would represent about two/thirds of Poseidon's
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proposed emission réductions;rhbwever, the plan as.currehtly
prqposed:ﬁoﬂld_not iﬁsﬁre thislmeasure can_be adequately -
Verifiéd by an'ipdépendént third parﬁy, as eStablishéd.iﬁ
AB32. | - |
| Now,ydu received.a_number of comments about this
measure,'indluding7cofrésp6ndence staff provided to you
earlier, which shows a split of opinions, including.soﬁe
diffefences within the-séme agencies about whether this
mea$ure_should; 6r.shou1d not, count for.part of the
pfoject(s emission reductions. _
| Staff's%review of the available information, and
water agency planning docﬁments;_shows thatrPQseidon's
project would not result in redﬁced.emisSions'due to réduced
water inports. Nonetheless, staff recognized that answering
this questibn_wduld require significant additional résearch
about how the state water System operates, how aecisions are
made to import or redirect water, and other similar.issﬁeé..
Staff recommendation, therefore, is that the
Commiésion_not;decide—one way or another on this queépion,
bﬁt.that it aliow the question-to be aﬁswered.thréugh;the usé
of the CARB and CCAR proceéses available to address just this
sort of iésue. The result-wduld be that this proposed
measure would be evaluated just like the others iﬁ-Poseidon's

plan, and would be reviewed using CARB oxr CCAR apprbved '

 protocols.
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By adopting staff's recommended“modifications, the
Commission will insureethat this key mitigation element

receives the necessary level of expert scrutiny and

verification to provide the Commission with the assurance

_that the prOJect is adequately mltlgated

& - In 01051ng, staff recommends the Comm1351on
approve Poseldon & plan as modified by the staff's recommend-_
ations 1n our report. -We understand the appllcant has a
presentatlon for you, but we will be available for your
questlons | _ | |

Thahk you.

EXECUTIVE DIRECTOR DOUGLAS: Mr. Cheirman, I have
some additional comments -- | |

CHATR KRUER: Yes, Director.

EXECUTIVE.DIRECTOR_DOUGLAS= -- relative to the

“igsue of whether or not the Commission has the authority to

impose conditions relating to greenhouse gas emissions.

As we described before, when this matter was

- before you, and the Commission approved it, and adopted these

conditions, the Commission has, on a number of’OCCasions, had
extensiﬁe'discussions'about'the impacts of greenhouse gas |
emissione, and greenhouse gases and carbon deposition, on’
coastal resources. 7

You iooked.at the variety of policies in.the

Coastal Act, the variety of coastal resources that are
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edversely affected by‘climate change, by temperature change,

by_deposition from greenhouse gases_in the atmosphere, and

.'Yoﬁ have imposed'those'conditions'reiating'to greenhouse gas
reductions in other projeots It was a major element in the

_ Comm1551on s denlal of the LNG termlnal off of Oxnard ‘

4 relatlve to the 1mpacts of greenhouse gas emissions, that

‘would result from that project. As you recall, we had

identified that the emissions from.that-wou1d equate to about
40_petoent of the city of New York's emissions in any vear.
.'Yon also used that as an issue, and looked at that
iSsue} relative to the toll roed. There are other major
projects that olearly thie-Commission has identified as

needing to address the greenhouse gas emissions generated by

the specific project.

And,  your approach has included both reduoing up
front the amount of energy to be-nsed,,so.that‘you reduce the
potential for'greenhouse-gaé emissions, and.then compensation
or'mitigation' which includes the offsets, and then
adaptatlon somewhere along the llne |

So. the Commission has a hlstory of deallng w1th

this issue, and we think that there’ is no question that you

have the legal basis for addressing the issue, as well as
looking at the particular policies in the Coastal Act that
are being applied, relative to the inconsistency with some of

the policies and thegneed to use the override policy in the
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Act. .
o _:The other point I wanted to make‘is that, as we
enteredrinto this, and.as‘the Commission discussed at the -
time_that it_Was approved, we are not going out to trykto

reinvent a wheel here. We recognize other agencies'

jurisdiction, other agencies' responsibilities, specifically

the State Air Resources Control Board, and the regiomal

boards;-and work with the Energy Commission. That is why we

-spent'conSiderable'time'coordinating with these agencies as

'we crafted our approach to the plan submltted by Poseidon in

resporise to your condition that you imposed as necessary in
order to make the flndlngs that thlS project would be
consistent with the Coastal Act.

| I think that those coordination sessions were very
productive. = We appreciate all the agencies"representatives
who.participated in that. Our staff worked really hard to

insure that coordination, and that is why we came up with the

‘recommendation:that we have, which really relies on those

‘agencies that have the primary responsibiiity for addressing'

greenhouse gas emissions-pursuant to AB32.

| And, we_have recently had a lot of input from
various'sources_in this administration, qnestioning-our going
off on our own, relative to greenhouse gas impacts, and
reductions, and compensation mitigation, which is just wrong.

We have, as I gay, gone out of our way to coordinate and to
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‘work with the other agencies, and we have crafted our
‘récommendation here for suggested modifications fdr‘this plan

accordingly, and that is what it does.

It does not put-the burden on you, or youi staff,

to'make'déterminétions that we really have no expertise to

make, specifically, whether or not there is going to be a

reduction of energy use, or consumption and resulting in the

reduction of greenhouse gas emissions from the production of .
this water through the Poseidon desalination project, that

would then be reduced by a comparable amount in reduction of

~ State Water Project pumping, or energy needs. We have 1o way

of-determining whéther,or not that is real, or illusory.

| That is Why‘ﬁe‘are recommending what we are, to
rely on CARB, and the other entities to make that determin-
atiomn, given the ékpertise_that they have. |

So, with that, Mr. Chairman, we have completed our

report -- oh, I think Ms. Schmeltzer has some additional

CHAIR KRUER: Ms. Schmeltzer. ,
CHIEF COUNSEL SCHMELTZER: Thank you, Mr. Chair.

I just wanted to clarify a statement that was

~made about voluntary;participatidn under AB32. That part of
" the presentation was discussing how AB32 is set up; however,

‘the project that the Commission has approved does have

Special Condition 10 which requires a Greenhouse Gas
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Reduction Plan, so that is“not leuntary;

The mechanisms under which that may be fulfilled

_'could’be-under ﬁhat'ié“called the voluntary part of AB32, so

I just waﬁtedlto make sure people were clear about the use of

' the term "voluntary” .

| EXECUTIVE:bIRECTORIDOUGLAS=' Right, and I am sorry
I didn't make that clear, beCéuseJas you will remember, when
the'Commission,approved this,'Poseiddn'said we are

voluntarily doing all of this, relative to greenhouse gas

emissions. And, we and the Commission made clear that is

niée, but that is_not what is necessary to comply'With
Coastal Act polidiés; What is necessary is the assurance.
that you have an enforceable condition that will, in fact,
result in greenhouse gas feductions.

So, you accepted a lot of the things that were

being proposed, but you incorporated them in your capacity as

- a regulatory agency, and insuring compliance with the Coastal

Act policies, that as a condition of your permit.

CHAIR KRUER: Thank you, Director Douglas, and

thank'the staff for their presentation.

With that I will go to ex partes on this, again; 
and some of you might have covéredrit previously, and if you
have just éaylthat; under the findings. If you need
something more to add then I will start_on“the end with'i

Commissioner Hueso.
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COMMISSIONER HUESO: Thank you, and the same

‘meetings I had with Poseidoh; they had, again, mentioned that

they had a prbblem with the AB32 law, and"that it was not
being applled to this project appropriately. |
And - my staff member, Alonzo Gonzalez, alSo'had

.meetings WithrPoseldon on this matter, and never got to

-diSclose the details of his .conversation with them, so I

never was apprised of the specific conversation, nor the
content with Gabriel Solmer and David Grubb, and.Bruce _
Reznik,‘other'than_I think in a meeting with Bruce Reznik and
Gabriel Solmer, he mentidned that they were opposed to this,

as proposed by the applicant and in support of the staff

_.recommendation

CHAIR KRUER: . Thank you, Commissioner Hueso.

Viee Chair Neely. '

VICE CHAIﬁ NEELY: Mr. Chairman, mine are on file.
CHAIR KRUER: Mine are on file, with the

additional one that I spoke about under the findings, that

was the meeting with Gabriel Solmer, Bruce Reznik, Marco

GOnzalez,'and Leslie Gaun, that I prev1ously disclosed under

the prev1ous ex parte under the findings.

CommiSSioner Lowenthal. _
COMMISSIONER LOWENTHAL: Mine are on file, as
well, and the same as the ones ‘I had mentioned for the

previous. item.
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I also wanted to mention I had a discussion that
started out as a personal discussion with Mr._Kéith‘Lewingerg

from the Fallbrook Water.hgency, and I had asked a question.

about this project relative to offsets, and it was informal,

but I just wanted to communicéte‘that,

- | CHAIlekUER: Thank‘You, Commissioner waenthal.
Anyone else? | | |
Commissioner Reilly.

COMKISSIONER.REILLY: Thank you, Mr. Chéir, my ex -
partes on Item 5.a. are on file. : | |

o CHAIR KRUER: Thank you.

Commissioner Potter. ,
COMMISSIONER POTTER: Thank you, Mr. Chair, I had

a conversation 1ast:Wednesday with McCabe and MacLaggan,

-similar to the one described by Commission Hueso.

I also had Bruce Reznik of Coast Keepers in my
6ffice on Monday, expreésing his support for staff's"
recommendation. He was followed by Grant Wesaman of ORCA,
who provided simila;‘teétimony. | ' _ |

| CHAfR.KRﬁEkz Thank you, Commissioner Potter.

_Cdmmissioner Achadjian. 7 A

COMMISSIONER ACHADJIAN: Thank‘you, Mr. Chair.

On August 1st, 11:00 a.m. I did have a qonfereﬁce
call &ith Ms;_McCabe-and representatives of Poseidon, with

similar discussions as reported by Commissioner Hueso.
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'_CHAIR‘KRUEnz Thank you, sir.
Cbmmissibner'ﬁlank; o
édﬂMiSSiONER BLANKi Specifiéally, 6n:enefgy
minimization, Special Conditioﬁ'ib, in my meeting with Bruce

Reznik, he said he felt this doés not comply with the goals

of AB32, that it imprdperly calculates carbon neutrality by

assuming CDP will fully offset the State Water Project

transfers, and improperly calculates GHG emissions by .

omitting direct_emissions, and is too spective [sic.]1 and
does not contain sufficient specificity for GHG offsets.
. The rest of my ex partes are on file. |
CHATR KRUER: Thank you Commissioner Blank.
Cdmﬁiésioner Kram. | '
COMMISSIONER KRAM: Mf previous ex parte Was
diéclosed in connection with the discussion on W4.a.
CHAIR KRUER: Thank you, sir. |
Commiésioner Burke. |
COMMISSIONER BURKE: [ No response ]
VCEAIR KRUER: Commissioner Scarborough.r
CbMMISSIONER SCARBOBdUGH: Similarly for the
findings,_mine were thé same. o
| CHATR KRUER: Thank you, very-much..
And, with that we will open the'public:hearing,
and.will-go to the-épplicant; Rick Zbur, for Poseidon

Resources.

PRISCILLA PIKE

39672 WHISPERING WAY o Court Reporting Services R TELEPHONE
OAKHURST, CA 93644 minpris@sti.net e .. (559) 683-8230



N e

© 0 N O~ W

- .k
- 0

12
13
14
’
16
17
18
19
20
21
22
23
24

25

" ation?

79

Sir, how much time for your organized present-

MR. ZBUR: YEs, if we could, before you set the

clock, just make sure we can get our slides up, because we

are gding’td_be'Very tight.

CHAIR KRUER: We aren't not going to start the
time until YOU get them up, but how much time do you need?
MR. ZBUR: I think we were planning on 30 for both

of the plans, so I think we WOuld like to allocate 20 for the

‘.greenhouse gaS-pian, and 10 for the wétlands plan, and then

if we.could have rebuttal in addition to that, we would
appreciate it.

CHAIR KRUER: Okay, how much time for rebuttal,

- sir, are you requesting?

MR. ZBUR: Three to five minutes. -

CHAIR KRUER: We'll give you five minute, thank
you. . | '

MR. ZBUR: Thank you, very much, Mr.*Chairman.

CHAIR KRUER: That's 20 minutes.

MR. ZBUR: I would like to start. with Mr. Petef
MacLaggan,.Who will start the beginning ¢f5thelpresentation.

| CHAIR KRUER: _This is just on 5.a., correct?.
MR. MAC LAGGAN: Wetlands, right?
- CHAIR KRUER: No, nice try.

MR. MAC LAGGAN: Good morning, Mr. Chairman, my
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name is Peter MacLaggamn, on behalf ot'the application,

' Poseldon Resources

‘ Today we are here for you to con51der and adopt

the . greenhouse gas plan submitted by Poseldon in satlsfactlon

of Spe01al Condltlon 10. We have submitted a 1etter to the -

Comm1551on that 1ncludes the form of the motlon Wthh would

rallow you to adopt’ Poseldon s plan. Attached to that letter

ig the version of the plan Poseidon seeks your approval of
today, and which 1s copled on green paper | |
N The plan was developed in consultation with an-

incorporated 1nput from a multltude.of state, regional, and
local agencies,_and incorporatee that input.

| The initial plan was submitted to your staff last
fall,'POSeidon has_worked closely with Commission's staff to
address a number of staff's.ooncerns with that'plan, and |

those discussions have led to a number agreed upon

fmodifications to the plan. Those are listed in Exhibit A of

the submlttal that Poseldon prov1ded on August 2 to the
Commission, in response to the staff report.

However, what I would like to make very clear to
the Comm1551on this morning is that there are four key areasp
of disagreement that remain between Poseldon'S‘proposal and

the Commission's recommended modifications of the plan.

- While Poseidon'supports staff's recommendation that the

Commission approve the plamn, Poseidon is not in support of
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‘-the recommended modlflcatlons

: To start out 1t is 1mportant to keep 1n mind. that B

the plan is a voluntary commitment on the-part of Poseidon;-

Since'the‘project does not'emit greenhouse gas. emissions,

" AB32 does not impose requirements on the progect and is not

antlcipated to 1mpose any requirements in the near term

Instead, AB32 regulates direct emitters, such as

' San Diego Gas and Electric Company, which will be the source

of the project's electricityi nor has the California air

Resources Board adopted regulatlons applicable to the

prOJect, so Poseidon s commitment is voluntary, although it

is enforceable through Condition 10.
Poseidon's commitment also is unprecedented. 1In

fact, this is.the first major infrastructure project to

- completely offset its incremental increase in electricity

usage. The plan has several robust and enforceable measures

"to insure tht the project's net greenhouse gas emission

reductions will be certain, verified, and reduced to zero.
Some of the key elements of the plan include
state-of-the art energy minimization measures and green

building design features,lreforestation'of the'San'Diego

areas impacted by the 2007 wildfires,"purchase,of carbon

offsets and renewable energy credits to sufficient zerO‘out
the project's net -indirect greenhouse gas emissions, and the

total ‘cost of this plan is estimated to be $61 million.
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- With respect to the four key differences Which

remain between PoseidOn's‘proposal'and~staff's recommended

'fmodlflcatlons to the. plan these dlsagreements focus -on
-recommendatlons by staff that would 1ncorrectly apply AB32 so

' that Poseldon ‘would be requlred to offset the pr03ect s gross

emissions rather than net greenhouse gas em1551ons, secondly,

rartificially constrain the offset market by severely limiting

the carbon offsets available for acquisition by Poseidon.
And, third, eliminate a'contingency plan.to:address tlie

potential dysfunction in the emerging and maturing_carbon

offset market.

And, finally, staff is recommending prohibiting
Poseldon from opting into any new government carbon certified
programs that may‘become available in the future.

As. you ¢an see from this graphlc the light blue

-portlon of the graphlc,‘spe01f1cally, the plan requires

: Poseidon will offset the project's incremental increase in

carbon emissions that will result from the electricity used
to produce the desallnated water relatlve to the energy

requlred to. import equlvalent amount of water from the State

Water Project. .Stafﬁ is prop051ng that, 1nstead Poseldon

offset the entire amount on that chart, and that is the net

result of thelr recommended modlflcatlons to our plam.
Now, what you see on this chart, the progect wili

produce 56,000—acre'feet'per'year of.desalinated water that-'
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will directly'replace.oh a 1l:1 basis water that otherwise
_ would be 1mported to Poseidon 5 customers from the State

Water Pr03ect | The Metropolitan ‘Water DlStrlCt in

COmmunlcatiohs to the Commission on July 29, in.a letter'to
Mr; Douglas;'confirms that the project‘willireduce regional
demand for importediwater by 56;000—acre feet. 1In fact,'the
Metropolitan Water District is.fihancing-oﬁr customers
participation in this program, to the tune of $14 million per

year, expressly because it will replace water demands_on MWD,

‘and in exchange for that commitment, that financial

“commitment, our customers are-required'to document annually

that they wili'replace‘water.' So; there is a verification
step that is intplace. |

And, contrary to_what You heard from the'San'Diego
City Attorney earlier today{rthere is tremendous evidence in
the record that each of our customers willibe resulting in
replacement of water through their purchases from Poseidomn.

Each of the publlc agencies, or off1c1als, that
are iisted_on the slide before you, has written the
Commission to ehdorse Poseidoh's plan to offset the project's
net greenhouse-gas‘emissions, and to confirm'that this
approach, rather than staff's recommendation is consistent
with state‘polic?. _ o | |

Particularly-noteworthy here is a letter received

yesterday from the California Air Resources Board, and the
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Alr Resources Board is the entity under state law that is

'respon51ble for the 1mp1ementatlon of AB32, and under

Condltlon.lo, your staff is requlred to consult with CARB to

get 1nput on how to 1mplement the plan. In CARB's 1etter,

you w1ll note that they p01nt that the nettlng out of the
1mported water that will no longer be used, is the
approprlate way of 1ook1ng at this pIOjeCt

_Notably, . Commission staff has supported a net
offset approach for a separate project that is on tOday}s
agenda. The-Southern”California Edison proposed generation
facility,‘and even though that facility is a direct emitter
of greenhouse gas emissions that is regulated under AB32,
staff did not apply ABR32 criteria and standards for the
voluntary offsets to determine whether Edlson should receive
credit for replaced power,ryet, they are applylng the
criteria to determine whether or not Poseidon -- who is not
regnlated by AB32 -- should receive credit for the replaced
power. Staff.got it right'on the Edison project, they got it
wrong on Poseldon s project. |

Staff's recommendation would 11m1t Poseldon to

'_acquiring offsets for only a handful of projects that have

been verified by the California Climate Action Reserve and/or
the Air Resources Board, and represents less than a tenth of
one percent of the,availahle-domestic carbon offset market.

staff's proposed restrictions,-therefore, could result in the
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_unavailability ofioffsets necessary to aChieVe'the goals of

the7greénhbuée'gas plan,'and are opposed by Poseidon on this
basis.  " | o o - | '

: As a hambe: of the california Climate Action’
Registry,lhowevef,'Posei&oﬁ is committed to acquifing offsefs

from ‘CCAR and/or CARB to the extent that theéé-éntities have

‘offsets that are both available and COst_effectiVé;

But, given the uncertainty at this point, Poseidon -
is also seeking authorization to acquire offsets from/through

additional respected third-party providers that are members

of the offset quality initiative, which includes CCAR. ' CCAR

‘“has recOgnizéd several other entities as being reputable

suppliers,'and we are simply asking to have the ability to
gain access to thosejbffset providers. Offsets acquiredffroh
these providers would be consistent with AB32 principles for
VOiunEary offsets.

|  With respect_to the proposed contingency plah, the
carbbn offset market is new, and it is unpredictable. 1In
order to address a dysfunction that might‘odcqr on the offset

market; Poseidon's Plan proposes a contingency that subject

‘to the Executive Director, or the Commission's approval,

would allow Poseidon to pay into an escrow fund in lieu of

‘acquiring offsets. Monies deposited into this account, in -

- lieu of purchasing offsets, would befspent onacarbon ofﬁsets

as soon as the market stabilizes and becomes available again.
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Wlthout such a contlngency, Poseldon would be at -
risk of belng in v1olat10n with Spe01a1 Condltlon 10 -in that
the event the offsets are not reasonably avallable ' '

Add;tlonally, Poseidon' s-proposal would allow

_POseidon to opt into carbon offset fee_or'mitigation‘prOgrams
that may.be developed in the‘future by relevantrgovernmental

'agencies; 'so that Poseidon has flex1b111ty to utilize the

most eff1c1ent and cost effective means to fulfill its

commltment on the plan

Poseidon's proposed greenhouse gas plan is

estimated to cost $61 million. Staff's recommendation for

gross offsets would increase this amount up to a 5-fold
increase'in the cost of removing the carbon emissions from
the project. its'proposed restriotions_on the availebility
of offsets could result in ancther 2.5 tons‘increase'in the
costs of offsets, in combination, staff's recommended
modificafidns couid raise the ﬁotal cost of the greenhouse
gas.mitigation imposed upon the project to $121 million from
what we estimate to be $61 million unde: Poseidon's plan. |
We respectfully submit that:the additional costs
would.place an excessive.bnrden on the“projeot,‘and the Sen
Diegolregional~Water supply. | |

With that,_Mr._Chaifman, I would like to turn the

‘podium over to Mr. Zbur, who has some additional comments.

' MR. ZBUR:. Good morning, again, Chairman Kruer,
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and members of the Commission. My name is Rlck Zbur, with

'Latham and Watklns, counsel for the appllcant Poseldon

Resources |
I would like to now turn to several key issues

regarding'staff's recommendation with respect to the GHG

plan, which'We believe should.not:be adopted, according to

the staff recommendation, because they exceed Coastal Act

requlrements, misapply A332 are inconsistent'with'state law,

and would inhibit Poseidon's ablllty to meet the plan

'requlrements over - the life of the prOJect

-Therefore, for each of the reasons I am going to
discuss, Poseidon is asking the Commission to approve
Poseidon's plan w1thout staff s condltlons, referring

specifically Special Ccondition 10, of the proposed

 development permit.

Although Poseidon‘s greenhouse_gas plan originated
as a voluntary commitment, Poseidon agreed to make its '
voluntary commitment. the voluntary commitment defined by
Poseidon, to make it enforceable through Spec1al Condltlon

iO however, the Comm1ss1on s authorlty to 1mpose_'

'requlrements under the plan, beyond Poseldon s voluntary 4

commitment, are carefully circumscribed by three provisions
of'the Coastal Act. No other Coastal Act provisions are

appllcable to these issues.

The energy mlnlmlzatlon features are contalned in
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30253.4, and the plan amply satlsfles the coastal

requ1rements to mlnlmlze energy ‘use with a $55 mllllon energy

_mlnlmlzatlon plan, whlch ‘includes applylng reasonably ,

fea51ble31ead standards, as well as energy ‘recovery and other

.In,addition;‘Section‘30253 provides the Commission

may only impose conditions consistent with requirements --

and look at the erd_requirement -- imposed by CARB. AB32
does not impose any requirements on any desalination
facilities like the project, and staff cannot point to a.

single provision in AB32 that imposes a requirement . that

‘would be applicable to the project. ‘There is nothing in the

_staff report.

The llmltatlons on the Commission's authority over

air programs are underscored,by another provision, 3Q414(a),

which expressly prohibits the Commission from establishing

any_ambient-air quality standard, or emission standard, or

~air pollution control program. AB32 established that

greenhouse gas emissions are regulated as.an air pollution

control program, and they dave exclusive rule-making

authorlty and 1mplementat10n authority to CARB.

CARB has not promulgated any requlrements
applicable to indirect emitters like the progect, and. has net
adopted progfams‘even governing the voluntary offsets Yet. -

While'the'staff_report suggests that the AB32
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framework is firmly in place-and applies to the projéct,.the

fact of the matter is that CARB onlY-released_a'discussions

draft of its ¢limate change-draft scoping plan in June of

‘this year, and both AB32 and the'scoping plam focused on the

regulation of direct“emitters -f_which the project is not .

The stping plan does not énticipate imposing réquirements on

indirect emitters in Ehé_hear'term -- like the project --

but, rathe? contemplates develOping incentives for voluntary
reductions for indirect emittérs like the'projedt.'. |
} To furfher illustrate how fai‘before the horse
staff is putting the cart, CARB will need to undertake a
Ithorough rulemaking process in accordance with the State

Administrative Procedures Act before it maY promulgate:

‘regulations to implement AB32's air pollution control

program. That process will require both‘publié review and

comment on proposed regulations, and would require CARB to

adopt findings that, ambng other things, to make sure that .

the regulations are cost effective, feasible, and equitable

‘amocng sources.

To adopt staff's recommendation would be fo apply
AB32 principles -- which they cite -- which are applicable to

CARB's rule-making function directly on the project, and they

_cannot do that without affording Poseidon, and in doing so

would notrafford Poseidon; and other indirect emitters, of

‘the important procedural protections contained in AB32 and in
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‘state law.

Accordlngly, by defining pr1nc1ples of AB32 that

'are appllcable to CARB's regulatory process to the prOJect

staff's proposal of a gross offset program v1olates Coastal

Act Sectlon 30414(a) because 1t would 1mpose an air quallty

,standard,'and an emlsslon standard,_or an alr_pollutlon

control program,'orlall,three that is expressly ?rohibited by
the'Coastai Act. | |
IStafffs-proposed carbon offset program is also

inconsistent with:thefstandards and rationale underlying CEQA
impact analeis. Under CEQA, a project's impact are-measure
from a baseline, which is the environmental oonditions as
they exist when a project undergoes'the environmental
analysis The use.of a baseline allows: for a reviewing
agency to examine a prOJect‘s actual 1mpacts as compared to
the condltlons after the project.

. For.example, under existing conditions, water is
imported to San Diego County through the state water project,

which requires energy that produces carbon emissions ~-- if .

_you look at the example. This illustrative example, which is

roughly proportionate to the actual impacts,_if we assign a
value of 100 units to represent carbon emissions resulting
from the'imported water, then the baseline_in.the absence of

the Poseidon projeot; is 100 units. Since the Poseidon

 project would completely replaCe the imported water, energy
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._1s no longer a551gned to that 1mported water, and there are

o longer ‘any em1551ons or. carbon use 1mpacts from the

1mporter water. _Instead,”energy.ls requlred to produce

- Poseldon's water, Which would be, roughly, proportionate to

125 carbon units.

Once Poseldon 1mplements its net offset plan it

.Would.OffsetuZS carbon units. As aeresult, the remaining

energy reQuired~to produce Poseidon's water would have a

value of 100 units, which is the same as the existing

baseline,"Accordingly, Poseidon's net of fset proposal would

'not reenlt in any impactsrabove the existing baseline.

And, with tespect to those 100 carbon units, that
are in the basellne, those are regulated by CARB, as a direct'
emltter so those emlsSlonsrwill be coming down. |

This SIide also shOws.the'impact of the project on
the carbon emiesions above the baseline, which is what Mr.
MacLagéan showeﬁ you before. |
| - Next slide.

A Standard CEQA methodology would allow a prOJect to
account for benef1c1al 1mpacts that are reasonably
ant1c1pated to result from the project. The replacement of
the imported waterris not only'reasonably anticipated,'but it
has been confirmed b? MWD -- and herehis the language in

their letter,. They,have committed to provide Poseidon's

customers -- the water district -- with a financial
| PRISCILLA PIKE _ ,
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incentive. Receipt of that financial incentive requires the

water district to demonstrate that they are replacing an

equivalent'amount of water from MWD. MWD's program w111 also

Verlfy and audlt to insure Ehat the water is replaced.

B Staff asserts that Poseldon must offset the carbon

from the imported water because 1t cannot guarantee that it

'-Will-not be used. Essentlally,'what they are saylng is you

have to apply AB32 offset prov151ons that would apply to

‘ credrts that are 901ng to be sold on a market.to the
& project‘s impact analysis. Any project, because it requires

“that you have a guarantee of that water not being imported,

this'Water_would never be applicable to that. So,
essentially,'the bottom line is that they are requiring
Poseidonlto offset all of the energy-from the'replaced water.

If water continues to be pumped to Southern

California from the state water project, it would be for new

© or expanded uses. Those new uses would be regquired under

CEQA to address the impacts of. importing the new water, and
as-'a result of SB97; the Office of Planning and Research is

preparing guidelines for the mitigation of greenhouse gas

 emissions under CEQA, which are anticipated to be effective

next year.

Moreover,'the attorney general has become used to

using his enforcement powers to assure that greenhouse gas

emissions are evaluated and mitigated under CEQA. ' According
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to staff's proposal, Poseidon would need to-offset'carbon
- emissions associated with imported water it is replacing, but

" sincé only new or expanded projects would ba using this

imported'water' and'those projects are required to_mitigate

the carbon 1mpacts under CEQA staff's'proposallwould_result

in double mltlgatlon for the same 1mpacts

- Using staff’ s loglc, the Commission would require

- a prOJect using low flush toilets to demonstrate that the

' foregone water would not be used by another hypothetlcal

progect, in order to get credlt for_lt.
_ ' In summary,.there are four fundamental differences.
between staff's proposal and Poseidon. Poseidon's plan

requires offsetting of net emissions, those that are above

the baseline, and it defines net --‘and its'voluntary

proposal was that'net'was defined by the difference between
its electrical use and the reductlon of the electrical use
from the foregone water from the state water progect That
was its voluntary commltment- Staff cannot rejlgger its
voluntary commltment at. thlS t1me

The second fundamental dlfference is that staff's.

_proposal‘also limits Poseidon to an artificial market to

purchase carbon offsets. One of the things that is a little
bit frustrating_is that we submitted mid last week a set of
changes to respond to the staff report, whioh_we had only

gotten 3 or 4 days beforehand, one of which was to,
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‘basically, respondfto the staff's concern about having a

3~ person commlttee verlfy the offsets.

our response to that 1s we will take away the

committee} we 1]l use CCAR but we want. three other ent1t1es

'that are, bas1cally, equlvalent ‘and in this offset quallty

1n1t1at1ve to allow us to purchase offsets through That is
part of what is submitted and attached to your revision
today, and was not-reflected in the staff's comments.

| ~This art1f1c1a1 11m1tat10n, 11terally, limits

Poseldon to purchase less than 1 percent of its domestic

market, We'thlnk it makes it unworkable. We want to buy :

offsets throngh CCAR, but we ask the Commission to not impose

a plan that at the get go, we don't have certainty that we

'can buy the requlslte offsets.

_ _ Flnally, gstaff recommends that the plan.not
include any contingency program to insure that the require-
mentS'can be met during times of market dysfunctions.

The thlng we point out to you on this is that the
orlglnal rlan. had the committee maklng that determlnatlon,
now the revisions that we gave you-have-the Coastal
Commission staff, or Commission making that determination.
| . CHATR KRUER: Sir, your time is up.

MR. ZBUR: Thank you, very much, We appreciate

_ the opportunity to address the Commission, and we request

that the plan that is attached to the documents in green be
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adopted tbday, and we haﬁe_given you the motion should the

Commission decide to do'that.

Thank you, very mich. -

'CHATR KRUER: Okay, thank you.

Before I go_intb the speaker'slips, and again-if

‘you are th here to talk about 5.a. the Energy Minimization
‘and Greenhouse Gas Reduction Plan, just let us know, and you

can SPeék at the next one, if that is the one that was your

intent. And, then we can move through this.

Mr. Reznik, I didn't see a speaker slip. Is your

MR. REZNIK: Yes.

~organized presentation for the next item?

CHATR RRYUER: Thank you, very much.

Rachel, this item? vyes, greenhouse gas. Wé don't

have your speaker slip in here, so you can do it later, and

if this is the one where you want to do your organized

opposition, we will provide that.

How much time are you

UNIDENTIFIED SPEAKER:

.CHiIR KRﬁER: That is

UNIDENTIEIED SPEAKER:
off, initially, to Jonas Minton,
Conservation League, followed by
going to close::

CHATR KRUER: Okay.

requesting, sir?
Roughly 20 minutes.

fine, sir.

And, I am going tQ_hand it
ffom the Planning

Dr.'Rosenblum, and then I am
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UNIDENTIFIED SPEAKER‘ Thank you.
CHAIR KRUER: That is flne sir.
MR. MINTONémGood morning, Commiseioners I am

Jonas Minton, senior advisor to the Plannlng Conservatlon

1League. For 30 years I worked for the Callfornla Department

:of‘Water Resources,_and 1nclud1ng serving as the deputy

director. Iram'goingeto,have two points for you todayﬁ
First, is that the-Carlebad desalination‘project

will not reduce energy fOr'pumping water to Southern |

California, or accompanying Qreenhonse gas emiaeions.

The second point I am going to share with you is

why the staff's recommended permit condition is not only a

good idea, but it is necessary.

Ag most of you know the San Diego County area .

receives a large portion of it water supply from the

Metropolitan Water District in Southern California, ﬁhioh,‘in
return, reoeives a large part of its supplies from the
California Department of Water Resources where I-served.

You have received a letter from the Metropolltan
Water Dlstrlct indicating that they consider that the water
supply from the Carlsbad project to be an,offset. But, a

very careful reading of that letter does not indicate that

“they will reduce their pumping of water all the way from

‘northern California to'Southern california. Thie_is‘the one

very important reason: San Diego is not their only customer.
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_Even,idean Diego'did not takehthe'water, Metropolitan is

required by its act, its organic act, to provide Water
supplies to its other customers in Southein California
equally, or in some_cases even more water intensive, places

like the COachella'Valley Water District, San Bernardino

.'Valley Mun1c1pal Water DlStIlCt Castaic Lake Water Agency,

Let's go up the water supply chaln If

Metropolltan dld forego the water supply what would the

Callfornla Department of Water Resources do? As a former
employee, I can tell you it is drummed 1nto our heads that we
will comply with the contract, and bond, and covenants used

to finance the state water_project. ‘In the last 10 years,

Metropolitan has received less than 64 percent of the water

to which it is contractually entitled. They will take that
water. 'If they don't take that water, the Department of
Water Resources is required to deliver it”to others{-_So,

although this does supply water for this'region, it does not

- offset energy use or greenhouse gas emissions.

Now, to my second_point, this is not just an issue

J'of accounting, there real consequences to your actlons I

will hand out an abstract of research done by Professor

‘Martin Weisman from Harvard University, and I am just going

to go over this very quickly with you} because it is so

significant.

" In looking at the results of the 22 major'climate
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'modeis, he fouhd that theie ié.a 5 percent chance -- that is

1'in 20 -- that by the&end of'this-century; earth

temperaﬁureS'will increase by as much. as 18 degrees

'Fahrenheit. One chance in 20. He defines, quote:

'"At‘a'miﬁimum such temperaturés would trigger.

‘_masé eXtinctions and biosphéfe ecos?stem *
disintegration, matching or ekceeding the
immense.planeﬁary dioxin-associatéd in earth
history with a'handfu1_of'previdus'geO—

‘environmental mega cataStrdpheé."

- My next handout is ah*abstract of'research showing
that at least one previous time in oﬁr history‘wé-have seen a
temperature increase of 22 degrees‘in just 50 years -- 22
degrees in 50 years. Before I prepared this testimony;.l
Eripled fact checked it, because that shocked me,1and I was
frankly a little concerned giviﬁg it téday, because it |
sounded so draconian. '

Last night, I was in my hotel, and I turned on the

TV, and watched a PBS NOAA spécialﬂon_the earth, and they had

this same statistical analysis and conclusions. That means,
unless we drastically reduCé-ourzgreenhouse emissions, there
is one chance in 20 that our grandchildren will not live out

their full lifetime. That is what it means,-onerchance ih,

20.
Lastly, are these questions within your purview,
o PRISCILIA PIKE
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.your.jurisdiction? ves,  they are directly on point. Even a 3

degree -- not”la‘degrees -- a 3 degree increaée in global 

"ﬁempefaﬁures_will'melt-the'ice sheets;_ That will increase
'séarlével by oVer-ZO‘feet.. 0ne horpific.resu1t, right here
IWherélwe are tdday,:communities'such as'this,'WOﬁid.nQ-longei
 bé_kn6wn as Océénside, but'Would.pé.know as Ocean -- not that

funny,  actually.

The statistics for climate chahge, to give you
your laétrchallénge, the'things.or the degisionsﬂyoﬁ:make
today accumuléte.z That greenhouse gas emiésion that goés up
there persists for sévefal decades, the results,.in our
scale, human kind, are'irreveréibie[ If within the next
decade we see temperatures starting to spiral out of control
it is going to be too late to say, "Umm, I'm bad, do over."

with that, I encourage you to adopt the staff's

- recommendation.

Next will be Dr. John Rosenbloom giving_you'
additional information aboﬁt greenhouselgés_offsets, thank
you. R |

MR. ROSEHBLUﬁ:  I‘am John Rosenbloom. I am giving
calculations of the“gas,‘the greenhouse gas credits for
displaéing water, and I wanted to show you some slides.

While he is looking -- . '

So, ﬁirst.of"allt_l want to address something that

is very narrow, just the displacement of imported water, and
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the greenhouse gas impacts; however, climate change is a real

catastrophe,'much more than just to this‘one community, or to

the state, it is for the world. .

And, the other point is that the state water:

' program,; and the Colorado system will have to find some

water, although they will be faced with inaVailabilityf I

just don't -think there will be enough water to supply

everyocne.

Now, this is the first slide. Now, this is how

the regional water plan intends to provide water. This was

the plén,'without taking too much climate catastrophe into
account. And,.at the top there, in the réd, under 2010 is
the desalinatidn pr0ject.:.

So, the first obvious thing is that.there is a
reduction of imported water -- that is the arrow that I am

showing; however, there is also an increase in the amount of

water that is requifed, socalled new water. And, when you

look at the numbers -- this is the numbers, and what I am
trying to show here'is the for all of the measures between
these two arrows, some of that water is allocated to

displacementh'$omé of it is éllocated to new. And, the

allocations are 46 percent of any;of these measures,

including the desalination at the top, are allocated to
import reduction; however, 54 percent are new water. '

So, from_there we go and'éee what the impacts on
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‘electrical energy and greenhOuse gas emissions are. So, here

his a rev1sed graph from what Poseldon showed before. .These

are all of the lmports on the left- hand column,‘and on the

'rlght hand column thlS is how much of those 1mports .can be

allocated to’ the 56 000 -acre feet per year of desallnatlon
| The rest of the desallnatlon project, as proposed.

by Poseldon, with the ex1st1ng power plant replaced so the

.water-ls topped at about 103,000 megawatts hours_per vear,

and then there is some very'complex'technical issues that
would indicate.—e given the-ekperiencelof just about‘every
other seawater desalination project -- is that the‘boron will
become an issue, a very complex technical issue that has to
be addressedL It will increase energy conservatively, by
about 10 percent{ howeuer, it will increase.the cost of that'
desalination_plant immensely, and that is something that I am
not privi to;'yet. _

So, first of all, onlf‘72,000'megawatt_hours can -
be allocated to displaéement of imported water. ‘Poseidon --
the'equiualent is ahout 191,000: and, then the restrneeds to

be .offset, create a zero net impact is 241,000, of which

_Poseidon-is'prOposing, under their'vastly increased

displacement allocation, they are requestlng 56.
However,. the main issue is the greenhouse gas
impacts,'and‘here;agaln, I start with the allocatlon of

deported water to the 56,000, and then we look at what the
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actual elebtricity requirement, the greenhouse gas impacts,

andAI1can.find 18;000_times a year, credit from imported

;waterj,Poseidoﬁ is hoping;for'a lot mofe.- 

4  '_And; then, there is a lot more to create the net
zero carbon,.indirect, jﬁét}from the eieétricityfi A_key'
author 1o0ked at.other;'the.other élemenfs iandseidoﬁ ﬁlan,
so they afe aléo:lérgér, except fbr this, as'ié stated by the
facts, is two—thirdé-of_the émouﬁt of gieenhoﬁse gas, .
indirect_greenﬁouse gas‘emiésions} |

And,”then; finally; I believe there is a very

stfong need for Condition No. 10, very strOng,-and it begins.

‘with independent measurements and verification of

j performance,‘and I am not saying just energy, but the whole

pérformance of the plaht, which I believe that boron will

become a problem.

Next,-we need an aécountable allocation of

. greenhouse gas offsets, and it appears that the ABBZI

protocols are being developed with CCAR a:e the best way to

do it, and they are an independent way, rather than me, or
Poseidon, clashing of experts. |

And, then, finally, this is the last message, we

need. an accountable alchation of the costs of thé‘offSets,

as Poseidon has said. The market for carbon offsets is very
unstable, and anyone who has tracked a European experiehqe

can_see'what'SPQCulaEdrs and the statés.dan do to that
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market that the $10 per ton that is belng proposed as a top
is already below what carbon has been traded for, at 1east

530 now, and-lt 15-1nev1table, 1nev1tab1e, as it is a olimate

.fcrlsls that were 1nev1table so those carbon costs‘will-go

up. So, in a sense, I‘agree with Poseidon, it is a very

" unstable issue.

However, they are proposing a'virtual smokeless

desallnatlon plant and there are other alternatives,lbut I

-won't get,lnto them now, because this is what we are really

talking about, these for now.
| | ‘Thank you.

'MR. REZNIK: Good morning, my name is Bruce

‘Reznik. I am the executlve dlrector of San Dlego Coast

_ Keeper, and they are pulllng up my sllde presentatlon brlef

as it is, mext. I also wanted to let you know that there is

a hahdout from two oonsultants on the'greenhouse gas that was

handed out today.

_ Yhen I met with CommissionergKruer on this issue,
a few days ago, he warned me to take a tew:deep breaths. T
know_i get a little emotional, so I am éoing to try to do
that . - | |
‘There is one thing I thinkleVeryone agrees, on
both sides, Which is this’ié‘one of the most important

decisions this Commission is ever going to make. This sets

the policy and direction on water supply and energy, and
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carbon footprints for the State of‘California So, you see,

'they have all got desal buttons, because they have got more

money ‘than we do. ~ I just put on the sllde Got Climate

‘Change? We do,‘we know we do. We see it all of the tlme

and 1t w111 only get worse w1th thlS prOJect
I wanted to talk a 11tt1e b1t about the moral

issues here, because I_thlnk.that_ls_what it boils down to

for me. Now, this was a quote'about civil rights that John

F. Kennedy gave shortly before his assasslnatlon but I

. thought 1t was relevant:

"We face, therefore, a moral crisis of the fr
'lcountry and the people, cannot be quieted_by'
token moves or talk. It is time to act. .
Those who do nothing are-invitingrshame.
| those who act boldly are recognlzlng a rlght
as well as reality." |
I am asklng this Commission to recognize right and

reality. Everybody talks about globalfwarming} Everybody

_acknowledges that the crisis, the moral and environmentai

crisis we face and the 1mperat1ve to do somethlng about 1t --

I won' t read the 11st from Al Gore down to all of your

appecinting authorltles. As a matter-of fact; some of them

'are cosigners of AB32, one of them who is up'there "We must

simply do everything in our power to slow down global

warmlng, before it is too late All the way to_Pope _
. - PRISCILLA PIKE
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Benedict, and frankly even President Bush, at this point

finaily.

'We don't even need to rely on the .scientists. We

- don't need rely on the scientiSts,-because we can see it with

our‘oWn eYes. You know, we have had people talk already

, about the drought. We know we are in an historic drought.
‘We know the Colorado River is drying'np.' our reservoirs are

at an all-time low. That is the result of climate change.

Now, why in God's_name would we approve the most
energy dependent, and energy intensive project to create
local water when theéere are.better optionsp to acerhate the
very problem we are trying to address, is beyond‘me. If
somebody could pull me out in the hallway after this and
explain how that makes a lick of sense, please do so. ‘

But it is notronly drought. ‘It is historic.floodsr
faced in the mid-west. It is 11 of our warmest years on |
record have occurred in the last 13, and it is the most
intense hurricane season ever, we all saw Katrina and Rita --
and} of course, the fires- we have all heard about And those
fires -- and this ig related to the 2007 fires down here --

are consistent w1th_what climate change in models have been

- predicting for years. And, most frightening is that massive

rdestructive'wildfires could occur even‘more frequently, at a

greater veloc1ty,-due to global warmlng

It is a moral 1mperat1ve to not ‘add one ounce of
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carbor to the atmosphere, let alone the 80,000 metric tons
thlS company is trylng to’ put out 1nto our a1r
The reallty 15 that we need to act now. ‘Dr.

Hanson, one of the first people who warn about climate

t_change, sald we have used up all of the ‘slack in the schedule-

for actlons needed otherwlse it will become 1mpract1oa1 to
constrain atmosphe:;C'oarbon'dioxide to ‘a level that prevents
the climate system from passing tipping points that lead to-

disastrous climate change that spirals dynamically out of

-humanlty s control

_ I don't know what- else people need. _i don't'know‘
if the clouds need to open.up -~ T mean, 1ndeed the choioe
is to walk down and say, we are screw1ng up the planet. We
are doing it fast, and we need to act now.

This'is the cap, rlght now. Are we 901ng to take

_cllmate change serlously° are we going to do everything we

can to address it? or are going to say, we signed AB32, we
signed the Kyota protocols, we had press conferencee,,we
patted ourselves on the back, the problem is solved,. we oan
move on. | | | i |
. Well, that is what a lot of folks want to do but
the reallty is these are the token measures that President
Kennedy was talklng about. We need to take real steps, and
that is things like Special Condition 10. .We,need'to --
this is literally the first step of AB32, and the first sten

PRISCILIA PIKE

39672 WHISPERING WAY .« Court Reporting Services " TELEPHONE
OAKHURST, CA 93644 . L . mtnp[is@sti_net ) . . ’ (559) 683-8230



—r

-y
Qo

12
13
14
15
16
17
18
19
20

21

22

.23

24

. 95

107

" of this state s resolve to take serlous actlons to. address

cllmate change, and thlS is ‘not going to be done by’ approv1ng

'one'of the most energy intensive carbon contrlbutlng prOJects

ever put forward before thlS Comm1531on w1th a plan that
offers token reductlons _"

.' ThlS pr03ect w111 1mmed1ately become one of San
Diego Gas and Electrlc s largest, 1f3not the largest‘51ngle
facility oonsumer of eleotricity; It is just absurd that we
have gotten there _ '

_ And, I won't get into the legal ramlflcatlons I
think your staff has~covered it. You have the legal
authority. I think it is offensive when I continually.hear
the voluntary word -- it may'be voluntary under AB32, but it
is an insult to the authority of this,Commission_and State
Lands,'that you.couldnlt reqnire it, that you did:require it,
th1s is a required condltlon, and not a voluntary condition
‘ and, . I am frankly offended when Poseldon gets up
here and they talk about carbon neutrality. It happens in
every press;release: the State Lands Commigsion, this.'

project's unconditional commitment to be carbon neutral;

there is no evidence that it will have an adverse impact.

Saying does not make it true And ‘the mitigation plan that
will mltlgate less than 20 percent of thelr full 1mpact does

not make that true.

- And, well,hwe_know right now, by their own
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admissions,_the'faoility is going to put'out 97,000-metric:
tons of carbong in the atmoephere'every year. We khoW.that:
that-is an under eetimatioh-because it doeen't inoiude direCt
impacts The only way they get carbon mltlgatlon is saylng |
that there is g01ng to be’ a 1:1 offset |

In the driest tlme, whlch you have already heard

~about in San Diego, do you really believe that we are going
to take a drop less of the state water_project, the Colorado
- River water, -than we_can get? we are going to take every

“single drop we can get, everyone of you knows it, I know it,

Poseidon knows it, everyone in this Commission.room knows it.
This is new water, and they,,themselves,
acknowledge it. _They,say,.well, there may be some new

projects that, you know, but for our facility, one half of

'it, bﬁt,you have to worry about that later. No, we have to

worry about that today and now. And, putting off their

‘responsibilities to future projects, is not the way we are

going to address climate change.
_ ‘Let's see, T know I am runnlng short on time. The
plan also 1acks any klnd of real spec1f1c1ty If you ‘read

through it, you heard about the reasonable, you know, to

become reasonably practical we will follow these standards,

‘we are exploring roof top voltaic, photo voltaic, 30 percent

reasonably avallable, that is not good enough.

" And, 1t is not the job of this Commission, by the
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way, to provide corpqrate welfare'to,insure that‘a project

that would otherwise not be approved, be cost effective, is

made so. by passing off the costs of carbon impacts and marine -

impacts to the pebpie of San Diego, the'pebple of'California,

“and future_generations.. We know we need water. Nobody has

‘said that more than_Coast Keeper;

There are better optidns.out there, like

conservation and recycling that are more energy intensive.

-ThlS de0151on today is going to be judged by history, and

when future generatlons 1ook back on thlS Comm1531on, are.
they g01ng_to,say, what in God's name were these people
doing, at a time when werneeded to be‘do everything'we could
to stop and slow climate change, to approve the moat energy
intensive plan, with just a hint of-reductions,.despite the
promises of - Poseidon. Are they going to look back at the
bold leadership provided by this Commission setting a course
for water and‘energy policy in California, for my children

and_granddhildren, our children . and grandchildren, your

'children and grandchildren?_l pray.to God it is the latter.

Thank you.

CEAIR KRUER- Thank you, sir.

And w1th that Rachel Solorzano, for
Assemblymember Mary Salas, and then after that, Melissa
Jones executlve dlrector of the Energy Commission.

MS. SOLORZANO= Good afternoon, Commissioners, I
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am here on'behalf of ASsemblymember Mary'Salas'

Assembly membexr’'s. dlstrlct 1ncludes the cities of

4Imper1al Beach Chula Vlsta, Natlonal Clty,_Coronado and San

Dlego ' Our constltuents are served by the Sweetwater

‘Authorlty, which has: s1gned a long term purchase agreement

w1th Poseldon Resources, for 2400 acre feet of water.
There is no doubt thls project w111 help us meet

the needs of our region by providing a droughtfproof supply

7*of water.that.is locally produced and 1cca11y controlled.

With-the state of emergency now in effect in
numerous;counties threughont-the state, it is vital to San
biegc“tc lessen its dependence on imported water, and the
Carlsbad desalination Project.will help us to do so.

It is clear the Commission shares, based on your

'approval-of the_projectfs-Coastal Development Permit last

year. Assemblymember Salas supports the permit conditions

‘the Commission attached to the project last. Poseidon's

energy minimization and greenhouse gas reductions plan offers
precedent setting commitment and the marine life mitigatien

plan is ccmplete and comprehehsive "Both plans meet the

progect's obllgatlons under the Coastal Act.

We ask that you approve these two plans as they
are proposed, and refraln from any additional mitigation
requirements that are unjustified and threaten the financial

viability of the project.
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Tlme is of the essence, and we cannot afford to’

 'put off the constructlon of- thlS landmark prOJect jI:

respectfully ask you to please flnallze approval of the
Carlsbad desallnatlon prOJect today
| -Thank vou. |
CHAIR.KRUER: Thank yoﬁ; vefy muah,‘Ma'am;
- Melissa Jones,'Kevih Sharrar.

MS. JONES: Good morning, for the record, my n

is Melissa Jones. I am an executive director of the

California Energy Commission. It is a pleasure to be bef

Fiist,'I-think it is notable that the Poseidon

'project'demonstrates that desalinization of ocean and

brackish waters is becoming an important element in

California's strategy to meet its water needs. The Energ

ame .

ore

Y

Commission's long study, of both ocean and brackish water

desalinization, and its industry and research approved

- technologies are to address issues associated with

.desalination.

The Poseldon prOJect is con51stent with our

efforts to improve the eff1c1en01es of the env1ronmental,

effects of desallnlzatlon} and to lower its costs to

customers. Towards those ends, this project's plans for

mitigation are laudable.

Poseidon's voluntary commitment to offset 100
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percent of its net or incremental increase in greenhouse gas

emissions above the baseline conditions, along with their

lack of growth-inducing impaCts,'is‘a.ground breaking

commitment on Poseidon's part.

Poseidon's plan to mitigate carbon emissions from

the'inCreése of electricity requires it to deliver its

_project water to customers, as'compared_With the baseline of .

current electricity required to serve those customers from -

the state water project, is supportable,

The city;and the Coasta1'Commissi0n's environ;
mental_analyéis héve both concluded that thé project will not
cause growth—indﬁcing impacts.. I was recéntly info:med that
Poseidon has”applied for membership -~ and they maylalready
be a member -- of the Climate Action Registry, and that they
are éommitted to:follow.thé accounting protocols for
reportiné emissions and reductions. We.believe that this is
an important step forward in making sure that the reductions
are verifiablé and all pdssibly.accounted for.

_ I-Suppdrt the projéct, and would answer any
questions; if fou have any. '
| CHAIR KRUER: Thank you, Ms. Jones, for coming
hefe tbday. |

Kevin Sharrar.

MR. SHARRAR: Thank you, for the opportunity‘to

speak today. My name is Kevin Sharrar, and I live in
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carlsbad with my wife,‘Tracy,'and‘my two children, Braden'and.
‘Savanﬁah, the four of ﬁs‘are fortunate to live inVWhat iS 

'arguably'one-bf_the.moét beautiful places in the country,

Carlsbad. = We have beachés, lagoons}-the-flbwer fields,
hiking trails, and,so-maﬁy'other places to enjoy our natural.
environment; My family really loves it here, and we hope

that when Braden and SaVannah grow up, they call it their

‘home, as well.

But; gquite honestly, I worry about Carlsbad, and -

‘ frankly-all pf San Diego County; to what the futureuholds,
_specifiéally, I don't believe enough'attention has béen_paid
| to our overall water supply, something too many.of us take

'for granted. Our water supplies depend on butside gources,

the Colorado River, and Northern California, and we don't

.have-enough.water supplies, locally, of our own.

So, what happens to us when the drought worsens
and our imported water continues to get shut off? To be

candid, we, the people of San Diego, can't afford to keep

_ gding-on'the business-as-usual mentality. Frankly, life as

we know it is changing, changing on all levels.

=The.timé is nbw for us'to_embraée neﬁ'and
innovative solutions to cure our present day water supply
deficits, the deficits that we currently have, and as well as
meétiour-needs in the future,'so'that future generations,

like Braden's and Savannah's, will be afforded the .

PRISCILIAPIKE
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opportunity to live in San Diego, that;we have_all come to

senjoyt including‘having water coming out of our tap.

wWe need a water supply solutlon that 1s‘
dependable and env1ronmentally sen51t1ve I~ support the

Carlsbad desallnatlon project because 1t-1s that type.of

‘water supply solutiomn.

We ask lastly, I would like to leave you with this
thought: I belleve ‘that each and every one. of us will
fundamentally leave two thlngs for our children to cons1der
and ponder once we are gone, their inheritance, and our

legacy. Granted, inheritances aren't-at'issue_today,‘but'

perhaps legacies are. I respectfully submit that YOur legacy

could include the vision and determination to help provide

'dependable water for their future. I am confident that my

Please approve Poseidon's submltted greenhouse
reductlon plan today, thank you for your attention.
CHAIR KRUER: Thank you, sir. B

Nancy Donaven, I think.it is, and then Carlton

_Lund, and Joey Ricano.

[ No Response ]

Nancy i1s not here.
MS. DONAVEN: I'm here.
CHAIR KRUER: Oh, I see, there she is; I'm sorry.

We have time, so take your time, Nancy.
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- EXECUTIVE DIRECTOR DOUGLAS: And, again, Mr.
Chairman, we are télking_about'the7greenh0u3e gas mitigation

plan, and not whether or not the overall project is -- you've

already approved that.

CﬁAIR KRUER: Yes, that is true. He did wind it .

EXECUTIVE DIRECTOR DOUGLAS: I noticed that.
CHAIR KRUER: -- and I am trying to be fair and
1etoeverybody from the public, easlier on the‘findings, and

there is a little overlap here, I am sure, but I agree with'

you.
: Ms. Donaven, is it?

MS. DONAVEN: Yes; Nancy Donaven, from Huntington
Beach, good mofning, Commissioners -- I'thihk it is still
_morning -- Commission staff, and others present;'

I came here today for one thingf and that is to

.ask you, please, to protect the ocean and the air we breathe.

AB32 was passed in 2006 and is on its way to helping

~California cope with the'issues of global warming, and

consequent destruction of our earth.

I went back to New York-a few weeks:ago, and
visited a beach where I lived during the summers of my
childhood. The fish trawlers ére'gone. The olamlbed'which_
was so prolific is gone,rénd so are the\blackfskimmeré who

were there by the hundreds, all in two generations.

" PRISCILLA PIKE
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As Comm1551oners, you have the respon51b111ty of

protectlng our coast from the depredatlons whlch seem to

'convenlent to bu51nesses. .We must_not be in a’ bu51ness -as-

usuai mode. 'We'must not be in a bﬁsineés?as—usua1 mode. We
must be in a.mode of éskingtwhat needs to be'doﬁérto*preéerve
our coast and to make.up forithe depredétioné which have |
alréady.occurred. | | | |

I leave it to your individual oonsciences to
decide what needs to be done with this desalination project.
Remember that there are other ﬁethods'to obtain more water so
that anything that this-project does to add to our.gréenhouse
gases is a negatlve ' | | - |

What other ways° why conservatlon and recycling

the water, of course. Well, conservatlon 1s not more Water,

it means better use of water. Recycling would prov1de a
bigger'supply and the carbon footprint would be a lot
smaller, and less_destruction to the ocean, thantdesalination
of seawater.
| One other thing,‘we have a very talented and
dedicated staff. I hope you will heed-their advice, you and
I, too, pay for it, why not.také advantagé of their
expertise? ‘ B |

‘Thank you, very much. 7

CHATR KRUER: Thank you, Ma'am.

Carlton Lund, and again,-Joey Racano, then Mark
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Massara.

'MR. OWEN: ’Mrl;dhairman, members of the

‘Commission, Carlton left his time to me, and I don't think
you remember me from November, but I brought several'dozen.

people with us, and I would like to release them and speak

for them, if you would give me, perhaps, some time. I do
have a speaker slip in there.

CHATR KRUER: Sir,_everybody gets 3 minutes, so if

' somebody wants to speak for the 3 minutes, we have already

the organiZed presentations,'bUt“we Qannot_afford more than 3
minutes per speaker.

MR. OWEN: Oh, I am fine. I have less than 3

CHATIR KRﬁER: Yes, whatris your name, sir, and'go
ahead. _' | | | '
MR. OWEN: Ted Owen.
CHAIR KRUER: Ted Owen, yes, sir, go ahead.

- MR. OWEN: Gobd morning, and thank you very much
for bringing youf hearing here to us today, instead of us all
having to traversé to énother ldcation. "My name is Ted Owen(
I am the president'énd CEO of the Carlsbad Chamber of

Commerce. We are the tenth largest Chamber in the state, and

. I represent about 75,000 employees{

I am here.in'support‘of=£he Carlsbad desaliﬁation

project. out of consideration for ybﬁr-timer—4'and thank you
. _ . PRISCILLA PIKE
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for giving me-Carlton's time -- instead of each of our.

‘Chamber members speaklng, i will, hopefully, speak for the

majority- of them today.

As you know Callfornla 1s in the midst of one of

our worse: droughts in years and San Dlego s imported water

supplies have been h;t very hard. The future of our imported
water in San Diego County is very-dim; Protecting our
economy and public health is,importaﬁt.to the people standing:
before you today, and to the thousands more throughout_this
ddunty who support this'projett and haVe_been following ita
journey for the last 10 years.

While 10'years is a-long“time to wait for a

project, everyone agrees we need, 10 years is a 1ong'time to

wait for a-project that scientific studies have proven can be
built and operated without negative impacts to the environ-
ment. . | |

Recognizing food and gas prices, the mortgage
industry meltdown, and unpredictable economies, have made thed
people of San Dlego County both angry and somewhat scared
Now, we are being asked to restrict our water use, and to add
inaﬁlt to'injury'we'are going to be reqUiréd to pay more for
less. _ | |

The Carlsbad desalination projedt offers the-
region a'Viablé solution. The tﬁo'mitigationlplans before

you today fulfill PQseidOn'é'ébligations under the Coastal

PRISCILLA PIKE
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Development'Permit you issued last year, in fact, Poseidon's

voluntary -- T belleve f—'greenhouse gas plan is

_unprecedented

f As you con51der your staff ] proposed

modifications. to these plans before you today, please ask -

_ yourself these two questlons: does the_Coastal Act’ glve the

Coastal.Commission the legal authority to require the project
to abide by AB32 criteria when the project isn't'regulated'
under AB327? and;5secondly; most-importantly,'what are_theu
costs associated‘with'the staff!s proposed modifiqationS-to
the mitigation'plan, and how would these costs impact the -

ratepayers and the project's financial viability? The

doubllng the costs would be devastatlng

_ I don t belleve this Commission approved a prOJect
last year only to burden it with mitigation costs that

ultlmately threaten its existence. Posgeidon's proposed

mitigation plans meet the project's obligations under the

Coastal Act, and will insure the project is environmentally

We urge your leadership in approv1ng the

,mltlgatlon plans today, and make sure they are falr,

justlflable and protectlve of the ratepayers

Thank you, very much for lettlng me - take this

time. -

CHAIR KRUER: Thank you, Mr. Owen.
_ PRISCILLA PIKE
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Mr. Racano, and again, we are on the Greenhouse
Gaé'ReduCtion'Plan -- and why db‘you think I meﬁtion that to
you? | ' o

MR. RACANO: Because you thought I was going to do
my "I have a dream" speech.

CHAIR KRUER: Yes, and you have three minutes,
sir.._We are glad you'are here. | |

MR. RACANO: Oh, thank you, thank you, Chair

| Kruer, it is always a pleasure to come before this

Commission, and today is no exceptiog.
Much, as was the case with the California Energy

Commission's staff when their IEPR report that definitively

' showed the problems associated with once-through cooling,

here is no exception. . Your crackerjack staff has come up

with an excellent idea, to hold profit-making accountable

-here on the coast of California. I support you .in your

endeavor to protect our coast, and our precious coastal

resources, and I think that to take advantage of staff's work

-on this would be a good idea, and a good move in that

direction.
Of course, I am aghast that there are those who

Seé our coast as a profit center, and I feel we should be

" desalinating our waste water streams so as to bring about

sustainability; however, right now I did want to come before

this Commission and thank you for all of your hard work.

PRISCILLA PIKE
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I urge you. to support“etaff bn‘this, thank you.
CHAIR KRUER: Thank you, Joey Racano, thank you, - -
very much. B :

Mf' Massara; then Patti Krebs, then Ed Kimerau --

hcan't read it.

MR. HASSARA.Z Honorable Chair, Commissioners, I am

‘Mark Massara, representing the Sierra Club's Coastal Program.

Comm1531oners, preliminarily, we are not here to

'contest your abandonment of california's 1ong held policy

_prohibiting privately owned profit-based residential fresh

water desaiination facilities, ox. the Wisdom of subjecting
Carlsbad and San Diego water ratepaYers'to_the most expensive
fresh water in the history.of;the United States -- you
cohsidered-and crossed that ene-Way bridge last November.

Today, we would like to address the climate change

“and greenhouse gas emissions, and atmospheric impacts that

were unknown,-unaddreseed, and unmitigated'in_your November_
'07 approval of this project, and to oppose Poseidon's

inadequate and self-serving plan presented here today. Your

job is not to make this project and 1ts appllcant profltable,

but 1nstead to protect the health of. the coast

Poseidon clalms, in the PR, that they are off-

setting greenhouse gas emissions and impacts 100 percent.

But, you know, from'the fine print, that this is a ruse, it

is a scam, it is untrue and it is a fiction. . You know that -
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Poseidon wants to establish a committee they would dominate

to evaluate and address impacts. You know that they can, if

they choose,‘waik'away from the entire offset'COmmitment, and

‘31mp1y pay $10 a ton for em1551ons

Slmllarly, this fiction that water 1mports would

‘be reduced 1:1 with Poseidon's water is a.tallotale,'as well,

given the inclusion of zero growth controls of conservation

measures-associated with this plan. _

In sum, the Poseldon plan is. untethered and &
unconnected to any verlflable or measurable scheme whereby it
can ever be 1ndependent1y known lf_success is achieved.

Conmissioners the only‘waf.to aesure.snccess is
to tie the Poseldon plan to reality, to the state's AB32

program and goalr It doesn't matter whether the fac111ty is

strictly regulated by AB32 or not. It only matters that it

is tied to some'coherent, rational and measurable process.
For this reason, we are submitting over 400 letters from

around the State of California in'support of urging you to

. support your staff! s recommendatlons and not ‘abandon them

here today

Thank you. .

CHAIR KRUER: Patti Krebs. _

MS. KREBS: Good morning, Mr. Chairman and
Commissroners. My name is Patti Krebs and I am with an

organization called the Industrial Environmental‘-
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Organization, and we promote corporate environmental

respohsibility'and:suetainability;lsAsuaﬁ'industry

.aseociation, we ‘are -also very;élosely ianlved with the
'implementation of AB32L'and in fact I eerved'as a member of
one.of'the'statutoryrcommittees in aB32, the Economlc and

:Technology Advancement Adv1sory Commlttee

- ARB has a very agre351ve program. They have
already set target reductlons by sectors They are already
in rule development for_early actlons,rand the sectors are

also already under mandatory repbrting,'and those include

poWer plante, Cement'producers, landfills; and'refineries;

‘The ARB plan is agressive; but it is also
methodical, it_ie incremental, it is designed to meet the
goals, but it”iS'fair to businesses, as well. |

Desalinatien.is'hot.in a capped sector, it is.a o
downstream tser.e The ARB edoping plan has just heen |
released. It is not even due for adoptionluntil'later in the

year. The appendices just came out last week. While cap and

trade is in the plan, as well as offsets, those have not yet

. been approved. . The Western Climate Initiative also was just

San Diego‘last week, their plan is being developed.

Prdgressive-corporate-citizens_iike Poseidon join-
the Climate Action Registry. This is the waytthat companies
can have their reductions:tfacked, they ean.have'them.

validated and accounted for. -hnd, the”Climate‘Registry is .
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_very hlghly regarded and they have achieved results that can

‘be shown, and measured

Poseidon has gone above and beyond what they are.

,plannlng 1n thelr Greenhouse Gas Reductlon Plan, and we would-

urge you to support it as they have submltted it.
: Thank you, very-much,' .
' CHAIR KRUER: Thank you, Ms. Krebs. .
Ed Kimura,-Sara Honadle. '
’ MR. KIMURA. iThank;you, Mr. Chairman and members.

of the Commission. . My nameé is Ed Kimura. I am here speaklng

on behalf of the San Diego Chapter of the Sierra Club

‘We ‘concur w1th the staff to modlfy the energy
minimizatlon and gas reductlon plan The other thlng I would
like to add -- and I will be very brlef about it -- is that

there is this concern'that_AB32_does not apply. I mould-beg,

“to differ with you;rbecause.one'concern that I have that -

hasn't been discussed is that while there is a climate
change, a temperature change, the area that carbon_dioxide'
impacts is the ooean acidification. This is a growing
problem‘throughout'the_world, and it certainly is going to
start effecting ue here along the coastal areas '

The second item I have to recommend that hasn t

‘been discussed so far, is to consider the energy mlnlmlzatlon

problem over the life cycle of the project. That meansq

taking into considératién what is sometimes called‘cradle-to-
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the -grave plannlng, and'that ‘has been used in an edondmic o

' sense and from an englneerlng standp01nt to do the cost

: evaluatlon cradle—to—the- grave but here we should be

looklng at 1t from. the standp01nt of mlnlmlzlng electrlcal
energy demands ' . .

| _So, therefore, T would certainly recommend that as
an addition, and.those conclude my comments,rthank you.

CHAIR KRUER: Well, what we are.going to do is to

'try to break for lunch around 12:30, or so. . So, wé,aré going

to have:to stop in the middle, and I hate to do this, bnt we
have-way too many speaker;elips to'gd through{ There{is
probably 45 more. and no ene'ﬁould get a change to eat. So,
we are g01ng ‘break for lunch in a little bit here

What we are g01ng to do is to stop g01ng through
the speaker sllps, keep thls,order, and contlnuerthe_publlc
hearing nntillafter we cdme hack from lunch, and I'll give
you that‘time after we go through a few public speaker elips.

Director Douglas, do you have a problem with any
of that? o o | |

4EXECﬁTI\.7E DiRECTOR DOUGLAS: No. _

'CHAIRgKRUER: ‘Okay; and because the'hearing is

still open, and we are discussing the subject, please during‘

-theilunch break.yeu‘are welcomed to talk to any of us, but

don't talk to'us'about any of these -items that are on the

agenda, because we have already done our ex partes, and it
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'would_be inappropriate to discuss anything with us in iégard,

‘to this item;?or the next.itemﬂ

12:10 p.m.

,[:Pnblié Speakers Heard, Lunéh & Cloéed'SesSion_Taken.]

' 'CHATIR KRUER: Now, we still have, and we are going

tn continue and move through the'probeés; and there are quite
~ a few speaker slips here, and if you don't feel the necessity
~to use-therwhole 3-minutes, pleaSe donft, and don't réiterate.

:'what some.othér;people are saying, if possible,n-

We will cdntinue on 5.a., the Condition Compliance

‘on the approval of Energy Minimization and GreénhouSe Gas -

Reductioinlan; rAnd,.agéin, if you would stay with your

issues and queStions,'and agree or disagree with the plan, or

- what you think it should be, it'is-appreciatéd,fand if you

don't need to speak, or you are really on 5.b. let us know,

and we'will'just keep going, otherwise we are going to be
here a long time. '
:Sara‘Honadle.

MS. HONADLE: ‘Good afternoon, Sara Honadle, I am.a

member of the Surfrider Foundation, and'a,iesident, along

‘with my 2 daughters and husband, in the Vallecitbs Water

District.

Primarily, first and foremost I am a parent. My 8

and 9-year old daughters are very aware of our climate change

issues.p-Théy-ccmé badk‘to me after a day at school,
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- concerned about_the rising water 1evels that are projected in
'their"lifetime ‘and, I would be remiss not to address their -

'concerns thig afternoon

You have w1th1n your ablllty today, torconsider

-all of the data that you have been presented Wlth :‘Some‘of
‘that I belleve, 1s pretty blased ‘Obv1ously, project '
: proponents are 901ng to glve you the best poSSible spin to

-make thelr greenhouse gas emissions as mlnlmal as p0551b1e,

and your own staff has stated sort of oppos1te that
.1So, I would urge you to follow the recommendatlons
prev1ously presented by Bruce Reznlk on behalf of-Coast
Keeper and Surfrlder, and at the very least, your own staff
Thank you. 7 '
CEAIR'KRUER= Thank you;“Ma'am.
| Andrew‘Sienkiewich --' I am sorry, I cannot -
pronounce it, and;thank=you for staying sir. | _
MR. SEINKIEWICH: Thank you, Mr. Chairman, and
membexrs of the'COmmission; Andrew Seinkiewich; with the
Metropoiitan'Water District. There;were_a'number;of_comments

madelby earlier speakers that'made_reference to our

'organization" I would like to express our p031t10n, and

rperhaps a few p01nts of clarlty

Flrst of all we do believe it is approprlate for

-_the progect s greenhouse gas plan to be based on offsettlng

net carbon em1551ons, and this is because when thls project
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turns'on -- the 56,000-acre feet tnrns on]'it will reduce

1ﬁ56 000- -acre feet of demand off of the Metropolltan system

In partlcular, by "net" what. we mean 1s the

- difference in the energy—related em1331ons requlred for

'mov1ng water through the state water. prOJect as compared to

operatlng a desallnatlon plant

Now, we felt prev1ously, and informed you that we

‘are supportlng the pr03ect flnanc1ally 'We have made a

dec151on to support this desallnatlon prOJect and four

hothers, It is a $900 mllllon‘commltment, in financial -

incentives. We will be paying npwards‘o£_$250'for each acre
foot that is produced for 25 years.' The reason we are doing
this is because it makes good economic sense;‘when you look

at the regional water supply reliability strategy. The

"alternativerwould'be,to:import more water, as opposed to

defeloping these local resources.

When you look at it, we are backing not only

. desalination plants, we are backing recycling and
-conservatiOn, anything we can do in-local_water management,

- makes gsense from a reglonal perspectlve

Now,'we are paylng money so people don t- buy our

water, why are we d01ng that? because we defer infrastructure

costs and expansion of our system in the future. I point

out, the state water prOJect_ls-not fully.developed, as the

demands go up, we will have huge costs in terms of enlarge-
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ments . on the facrllty

Also I would like to pornt out that in years 1ike

tthis; when the state water prOJects apply is very limited. A

project coming on like thlS would Stlll defer the use of our‘

sYStem and that 1s because on top of the water -that

contractually moves by the State of Callfornla through the

.prOJect we are engaged in water transfers We are still

901ng to use the same infrastructure, the same pumplng plant
still mov1ng water through the system that sources other than_
derlved from the state water prOJect ‘and those are.
expens1ve, and a pIOjeCt‘llke-thls would help us anoid those
costs. | - -

8o, I thank you and again'we believe that'net is

| the way to go, thank you

'CHAIR KRUER: Thank you, sir.

Patti-Kreb -- gpoke already. &And, Ted Owen, vyou

-spoke, I see another glip in here;

Faith Picking, Stefanie‘Sekich o

MS. PICkIEG: Good afternoon, Chalr and 7 .
Commissioners. Thank you for visiting.ns and for allow1ng'
me to speak on beha;f of the Poseidon desallnatlon plan, and
in support of‘the adoptiOn of their mitigation plans.

CHAIR KRUER: Could vyou state your name, for the

record, please.

MS. PICKING: My name is Faith Picking, and I am
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here representing Bio-Com. Bio-Com is an association of over
550 llfe science companies, and related service providers in

Southern Callfornla

‘In the past two decade, Southern California has

become a magnate for the life science companies, amounting to

‘one of the largest life sciences coffers in the'worldﬁ In

San Diego, alone, the life science companies support over
37,000.employees with an annual local economic impaot of
approximately'SB.S billion.

- With that being said, none of this would even be
'possible without a reliable supply of clean water to support
the current and expanding needs of the life science

industries. Water is critical in the research, development,

and manufacturing of 1life science products. For many

companies, this one item may be their deciding factor for
them coming to Southern California. Life science companies
need water in order to be successful. We cannot survive
without it.

Given the. current economlc and water crisis,
Callfornla needs concerns the State s supply of water in
_order to promote the success of Southern California's life
science industry. Desalinization is a central part of a
divereified water strategy, by which Southern california can
address its long term water needs.

| And, therefore, on behalf of Bio-Com, I strongly
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urge you to approve the fihal permit for the Poseidon
Resources desalination project.
| Thak you, very‘much.'
Thank you, Ma?am.
'Lafry Porter, Robin Everts, Keith Lewinger.

MR. LEWINGER: Good afternoon, Mr. Chairman,

' members of the Commission. My name id Keith Lewinger. I am

here today speaking on behalf of the board of directors of
the Saﬁ Diego County Water Authority. I chair the water
authority's water,planning committee. I am also general
manager of the ‘Fallbrook Public Utility District.

The water authorlty testified last December at the
initial hearing in favor of the project, and we appreciate
the Commission's action to approve the permit for the
project. - We encoufage very swift resolution of the
outstandlng conditions -- 11ke today

This project will provide our region w1th reliable
new local supplies of 56,000-acre feet, about 8 percent of
the total sup?ly needed for San Diego County.

~ As you just heard;from the Metropoliten Water
District, that 56,000-acre feet is water that will then not
have to be pumped over the Tehachapis. Earlier, you heard
Mr. Jonas‘Minton say, "Well, that won't reduce the amount of.
water that the state water progect delivers.

Well, he is right, but what he forgot to tell you
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was that the vast majority of the state water contractors are
north of Tehéchapis. Metropolitan Water District is south of
the Tehachapis, so the water that is saved won't have to be

pumped over the Tehachapis; therefore, you should considér

: the net result of energy saved, and_carbon credits.

'Water supplies from this agency will serve
agencies who have contracted to purchase water from Poseidon,

and it will replace imported water that would, otherwise, be

pumped over the Tehachapis, as I just mentioned.

As such, the water authority supports the approach-

- whereby direct, indirect carbon emissions associated with the

importation-of water, offset by the project, are netted out.
_ | Further delays in this prdject will complicate‘the.
water authority's task of providing reliable water for the
regiomn. Eaflie#, you heard speaker talk about we should be
doing conservation, wé should be doing recycled water,

instead of this project. I beg to differ. We need to do all

- of those things. No one of them is a silver bullet.

In the:Southern California region, Metropolitan

Water District has estimated that we need 200,000-acre feet

of conservation, and we need 200,000-acre feet of

desalination, and we need 200,000-acre feet of recycled
water. No one of them will solve our problem, so you can't
be picking and choosing which one you want, you need them

all, and this water will offset 56,000-acre feet of water
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‘delivered to the San Diegc region.

That 56,000-acre feet could be on line by 2011 if
you approve the Conditions today. In 2011 that could be the
difference between streésed ponds and dead ponds. That couldr
be the difference between mandatory cutbacks to our '
customers, or voluntary conServation. “That 56,000-acre feet
could mean the difference between economic growth, and
economic shutdown.

I urge you to approve the offsets based on net

reductions. Thank you.

CHATIR KRUER: Thank vou, sir.

Latry Porter, Robin Everts.

Mr. Portér?

MR,'PORTERz Yes, sir, Chairman Kruer, and ﬁembers
of the Cémmission, my name_is Larry Porter. I am with
Residents for Responsible Desalination, and I want to bring
up the point again; when I inappropriately spoke before.

The man from Metropolitan and the man from the San

. Diego Coﬁnty Water Authority did not show you a letter that

'was a declaration and/or a determination by the Metropolitan

Water District that these offsets would actually‘happeﬁ.
Metropolitah has not said that they will deliver

56,000-acre feet less of water, which is the water that '

Poseidon is intending to deliver. That fact, that is a fact,

that is a fact, and all you are hearing from these folks are
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illusions. Well, yes, it could reduce, but there is nb fact

that says Metropolitan has agreed that it will deliver that

amount of water left."Sq, the argument that is being used

doesn't hold any water, thankgyou, Chairman Kruer.

CHAIR KRUER: Thank you, sir,

Robert Simmons, Chris Dugan;

.MR. SIMMONS: Mr. Chairman, may I ask somebody to
give me a verbal cue when I have 30 seconds left?

CHAIR KRUER: Yes, Vsi.r, werwi_ll do that.

MR. SIMMONS: Thank you.

CHATR KRUER: State your hame for thé record.

MR. SIMMONS: My name is Robert Simmons. I am a
fetiredrprofessor of Biology with USD, former chief trial
counsel for the Sierra Club. I have about 20 years
experience dealing with coastal water issues, similar to.
those that are before you today. '_

' I am very familiar with this project, and I am

here to say that both mitigation plans that have been

- submitted to you by Poseidon are godd plans. They fully

comply with the applicable:facts.in the case, your require—-'
ments delivered last November are reasonable;-consistent with
the Coastal Act, and they ought to be implemented by you by
adoption today without modifications or delay.

I am disheartened to hear good friends.of_mine,

1ike Bruce Reznik, testify to'yQu today that'he urges you not
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to, quote, not to add one ounce of greenhouse gas to the
atmosphere. He, and several others who Ifknow,fand have

worked'with,_argue you to reject the pian by Poseidon, in

favor of restrictive and preemptive expensive'modifications,

_ What saddens me with this is that these very
people who are asking you to forego one. ounce of greenhouse
gases, are seeking to gtop a project that w111-prov1de
drlnklng water for 112,000 families in San Diego.

-With respect to the issue that is before you rlght
now}_the p051t10n of your staff is 1ncomprehen51ble to me,

impressing you to impose modifications that are not only not

necessary, are illogical, and erroneous, at least contrary to

law. On the one hand, your staff tells you that, yes,

Poseidon is not subject to the mandates of AB32, but on the

other hand they then tell you --

CHATIR KRUER: You have 30 seconds, sir.

MR. SIMMONS: -- the right to compel it.

On the one hand, nobody has explained whyhstafftis
recommending arfull offset credit to Southern California
Edieon, a direct producer of greenhouse gas, and at the same
time denying it to Poseidon. And, thirdiy, you are heating“

from staff, well, we can't rely upon an offset because there

is no guarantee that the water that Poseidon will be.

replacing, will be replaced. But, you have a letter from

- Metro saying --
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CHAIR KRUER: Mr. Simmons, time, please.

' MR. SIMMONS: .—~ thét it will be'replaced;' well,
Commissioners -- -

CHAIR KRUER: Thank fou, fdr'yoﬁr testimony.

MR, SIMHONSQ -- this is nonsense. anﬁt delay
this by continuing this process of spinning wheels,.and
minimizing the importance of this project.

Thank you; for your indulgence.
CHAIR ERUER: Thank you.

Andrea Cook, Di. Cook.

MR. COOK: Thank you, for listening to us today.
My name is Andrea Cook. I am a Ph.d. climating scientist,
and have been tracking carbon molecules around the earth for
élmbst 20 years, am I not acquainted? I have been tracking
these things, and where they go, ahd how the carbon cycle
works, and the whole.thing about climate change, and
greenhouse gases, -and how they interact with the other
impacts of water, et cetera.

| I am no longer collecting my own data, I have
switched into being an implementer of climate changes.
Scientists create the data, and now we want to take what we
know and implement acquiring greenhouse gas reductiomns as
soon as we can, |
This plan that is before you now goes Eowards --

steps towards reducing our greenhouse gas emission in an
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unpreCedented way. Our nation has not signed onto doing

~this, our state has;.our local jurisdiCtion has, and this is
"wéy‘out front and whére we are trying to get, in terms of

‘greenhouse gas reductions, and mitigations for climate

change, and it considers the water impacts, and the
greenhouse gas impacts. .7

| | We have reviéwed Poseidon's plan. Their plan is
solid. There are ways to do it. We are on Board. We work
here locally. We are willing, thfough our organization, the
California Center for Sustainable Energy, to help guarantee,
and to work with CARB, that they get credits that make sense,
and are good credits. | | |
| I don't_waﬁt anymore greenhouse gas emissions.
They have signed up to lead here in San Diego in showing how

industry can do that, and it is doing it ahead of,AB32, and

- the AB32 is coming, will soon be in place, but it is not in

place now. All of the rules are not set up. We do not know
exactly how these systems will work. We are developing
syétems on multiple.leveis that will come together.

To restrict it to one certain way that isn't

developed yet, is difficult. There are opportunities‘that

will be developed over the years, and should be, I believe,
should be made aﬁailable to them.' They want to make
feductions, they want to make them now.

I am concerned about stopping it any_lbnger. We,

PRISCILLA PIKE

39672 WHISPERING WAY _ Court Reporting Services TELEPHONE
OAKHURST, CA 93644 - o mtnpris@sti.net : . (559) 683-8230



© ® ~N o o A~ W N

e N
- O

12

13

14

-15

16

17

18

19

20

21

22

23

24

25

138

cértainly need the water,‘we need the greénhousé gas, and we
need precedent that says, companies will do this, they are
willing to do this,:if this ies how you do it, how you make it
real and solid, and this is éetting precedent. You don't
throw the baby cut w1th the bath water. |

We just went through thls in Chula Vista, in SOme
level, working with them on their emigsions, and they have
already reduced their emissions from their operations. They

are going out ‘into theirlcommﬁnity in doing it. They have

'agreed to implement the greemhouse gas standards for energy'

efficiencies, and outdo it by 15 percent. And, yet the press

comes out and says, well, you gutted it because you went for

15 percent rather than 20.

This is an historic step forward, and this is one
of them, and I think'you shouid go with the Poseidon plan as
it i=s, and let them do the reductions now.

Thank you.

CHAIR EKRUER: Thank YOu, Ma'am.

Ronald Lekles, Jr. and Chuck Badger next, and

. Rachel Davis after that.

MR. LATHAM: Good afternoon, my name is Ronnie

‘Liatham, the associate executive director at the Magdalena‘

Ecke Family YMCA and aquatics park.
For mofe_than 50 years the YMCA has operated in

this aquatic park in Aqua Hedionda Lagoon. They are known as
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Camp H20. The YMCA aquatic park is a summer camp geared

towards kids between ages of 7 years. old to 17, offering

'affordable day camp act1v1t1es, 1nclud1ng swimming, kayaking,

paddle boat, row boating, and fishing.
The camp plays an important role in educating the

youth about precious marine environments, and the need to

'preserve the 1agoon for future generatlons

I am here to urge you to accept Poseidon's

proposed Marine Life Mitigation Plan. I also hope that you

_heve -- that you will take advantage of Poseidon's commitment

to serve asra.long‘termrsteward of the lagoon, once the power
plant is decommissioned. The lagoon means a lot to the YMCA

families, and we should not take its long term preservation

for the lagoon -- not take the long preservatlon for granted.

Poseldon should be given the opportunlty to
demonstrate that its Marine Life Mltlgatlon Plan will benefit
the lagocn.

' Thank you for your support of the YMCA.

CHAIR KRUER: -Thank ?ou, gir.

Chuck Badger.

UNIDENTIFIED SPEAKER: [ Inaudible ]

CHAIR KRUER: Okay, we will put you down for 5.b.

then, thank you, Ma'am.

Bob Slmmons, Kevin Byrne.

[ No Response ]
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~ Jack Griffith,_ofeliu EsCobedo.
ﬁNIDENTIFiED SPEAKER: She is not here.
CHATR KRUER: Thank you.
: Gafy.Arant.
| MR. ARANT:‘ Mr. Chairman, members of the

Commission, my name is Gary Arant, and I am general. manager

of theHValleY Center Municipal Water District.
I am here today representing my'agency and 8 other

public water agencies in this region that have signed -- and

- this is important -- takeorpay [ sic. ] contracts for

'deséited-seawater from the Carlsbad Pdseidon-Plant.

I am also here today representing the Association
of California Water Agencies, an association that represents
450 public water agenciesg, serving over 90 percént‘of the
water used in California.

Since you appfoved thié project last year, a
couple of important things have happened. Flows through the
Sacramento deita have been reduced, and the Governor has
declared a statewide drought. | |

Currently, my customerslin mf agency are suffering

a 30 percent cutback, mandated cutback in imported water

supplies, and this is affecting agricultural customers

throughout San Diego County.
VWR and the state water plan has called for'the

state to diversify its water resources, to secure our long
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term needs, and desalinated seawater is an important. element

in that diversification. The longer it takes to bring this

‘project on line, the more perilous our situation becomes.

Additional delays in this project'will only make our
conditions worsened.

We encourage the Commission to take actiom today

‘to finalize the permit, and the conditions to the permit.

As you have heard from Your own staff, Poseidon's

;greenhouse plan is voluntary. The project is not regulated

under- AB32. As to the issue as to whether they should

mitigate net, or gross demand,.I will point out that in the

urban water management plans, and the resource management

4p1ans of_Metropoiitan, the water authority, my'agency, and

the other member agencies of the water authority, that the
desalted seawater is counted upcn as a source of supply, and
will replace on a 1:1 basis imported water coming to this

region. So, in our view, the mitigation plan should address

" the net energy impact.

+And, in general, the mitigation plan should be
fair, and should let this pfojecﬁ remain a financiaily viable

project.

So, again, I would encourage your Commission to

finalize this permit today by approving the Greenhouse Gas

Emission Plan, and also the Marine Life Mitigation Plan.

Thank vyou.
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Chria'Dnggan, Angelika Villagrana, next after you.

MR. DUGGAN: Okay, gOod'aftetnoon, Chairman Krue

. 'and honorable Commissioners, I am Chris Duggan. I am with .

the San‘Diégo Regional Economic Development Corporation.
- ‘As -we are all aware, and as we have heard numaro

times here_that California is in a orisis. We do have a
drought, it is serious, and it is statewide. Our ability t
attract and maintain high paying jobs depends on affordable
dependable water supplies.

On the issue that you have before you today, the
EDC urges this Commission to adopt Poseidon's energy
minimization greenhouse reduction plan. Poseidon's energy
minimization and GHG reduction plan is comprehensive. It
fully complies with Special Condition 10.

When we look at the plan's performance criteria,

we feel that it is strong, and the voluntary commitment is

there to mitigate the project's indirect GHG emissions,

- through the minimization of energy by implementing new

technologies, and high enérgy efficiency designs, also
through the purchase of offset credits, funding
reforestation, and lastly putting in place the oversight
measures that need to be there.

This plan identifies feasible mitigation

"oPportunities, and provides regulatory assurances that the
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‘implementation of the mitigation plan will continue to be

subject to a state agency's coordinated process to insure the
best available mitigation fea51b111ty '

Again, on behalf of the San Diego Reglonal

'Economlc Development Corporatlon we urge you to support'

Poseldon s plan.

Thank you.

CHAIR KRUER: Thank you, sir.

Angelika villagrana.

MS. ViLLAGRANA: Thank you, Mr. Chairman,
Commissioners. My name is Angelika Villagrana, I represent
the San Diego Regional Chamber of Commerce, its 3,000
members, and their 400,000 employees. |

| The San Diego Chamber has been a long time
supporter of the desalination project. We have testified in
support before many agencies, and we were also before you
last year.

We have been kept informed by Poseidon as to the
vafious conditions that were added as the project moved
forward, and es.Poseidon continued wofking on its mitigation
policies, and we.have been assured and we are confident that
adeéuate safeguards are in place to mitigate environmental
issues.

| Thepproject is an excellent additiomal tool to

diversify our water supply, especially, with historic
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droughts hanging over all of our heads right now. This extra

‘resource is critical for our region, and for our economy.

As many of'us_are‘still trying to get our arms
around.AB32 implementation,‘wé believe that PbSeidon has
stepped up aﬁd done a good job‘with its mitigation plans}
therefore, the san Diego Regional Chamber of Commerce urges
you to épproVe'the.mitigation plans submitted by Poseidon;.
and not delay the project any further by adding additionél
conditions.

It is in all of our interests to get this

~additional water source now on line as soon as possible,

thank you.
| CHAIR KRUER: Thank you, Ma'am.

Jim Schmidt, and then Corie Lopez, Fred
Sandéquist. |

‘MR. SCHMIDT: Chairman Kruer, and Commissioners,
Jim Schmidt, retired banker and attorney. I am répresentiﬁg
San Diego East County Chamber of Commerce, representing the
cities;of El Mesa, El Cajon, Lemon Grové, Spring Valiey,'an
unincoipbr&ted area. 7 .

I just would like to, again, urge you td only
approve the requirements and modifications that Poseidon
agrees with, because that is very important, and that would
include their position on the greenhouse gas. |

This project is a must for the San Diego region.
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We are at the end of the line on resources for watér. Back

when I talked to you last fall, I told to you'about'the

horror stories I féced, I saw up in Monterey and Santa

Barbara, the horror stories on water. When you have a water

problem and you can't water your lawns, et cetera. It was

- unbelievable what I saw up there. We don't want to face

that.

One of the underlying.issues you have hére, people
that oppose everything. They oppose growﬁh. They oppdse new
growth, new housing, new rcads, whatever. Oné of the-facts-
that I want to mention about San Diego County, on growth, the

number one growth issue here, why we are growing, is we are

living too long. The_San Diego Association of Governments

show that in 2030, people over &5 yearé old are going to
increase 134 percent, almost 2.5 times. So, I hope the
opponents-are not going to argué against the use of
prescription drugs, because that is heiping me to live a lot
longer. |

- But, San Diego needs more water. Let's approve

this project as Poseidon has suggested, and again, with

. people 1iving longer that is the issue of growth, and I hope

that continues, and I hope we all continue to live longer,

" like all of you, I hope when you age to 65, you are still

here, thank vyou.

EXECUTIVE DIRECTOR DOUGLAS: Let the record show
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staff supports growth through age.

[ aAudience Reaction ]

'éHAIR KRUER: okay, Corie.Ldpez, Chris Sandoquist.

MS. LOPEZ: Gddd.afternoon, my name is Corie
prez; with Food and Water Watch; We are a non-profit.
consﬁmer advocacy organization. We promote clean and safe
water to all public. |

We certainly believe that the Carlsbad
desalination plant.has the potential to create more problems
than it will solve. . So, regulatory agenéies, and other
experts, have expressed concern over the environmental
impacts the Carlsbad desalination plant will have on our
sensitive coastal areas, and gréenhousé gas emissions.

| Although, we do not support the construction of

the Carlsbad desalination plant, it hés already been

approved, and as it moves forward we want to insure that the

health and safety of the pﬁblic, and environment, are

protected.
Food and Water Watch, and other members of this

community are concerned with the potential loss of oversight
to make society comply with environméntal regulations, and
conservaﬁion practices. Poseidon has a track record of not
being transparent. One way to help insure Poseidon complies
with environmental regulations, and is transparent, is for

this Commission to adopt their staff's recommendations.
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Thank you.’ _

CHAIR KRUER: Thank you, very much.

Fred Sandoquist. '  -

MR. SANbOQUISTé Mr. Chéirman, I'll hold my

remarks to Item 5.b.

CHAIR KRUER : Okay, thank.you, sir. We will put
you down for 5.b. -

Again, anyone else, we encourage that, if you want

‘to do that.

Christopher Cole, I believe it is, and Kimberly
Thorner. |

UNIDENTIFIED SPEAKER: If you would call a number
of speakers ahead, it woﬁld help, please.

CHAIR KRUER: I have been doing that, okay.

UNIDENTIFIED SPEAKER: Thank you.

CHAIR KRUER: Thank you.

MS. THORHER:V I have "good morning" written down,
so good afternoon. I am actually thankful it is not evening,
when I was here lést time. My name is Kimberly Thorner. I
am the general manager of Oliveheim Municipal Water District.

I am here today spéaking on behalf of vocAL, and
VOCAL stands for Voice of the Consumer at the Local Level.
VOCAL is an organization of several water agencies‘in Sén
Diego.County, including Fallbrook Public Utilities’District,

Oliveheim Municipal Water District, Otayfwater‘District, and
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Padre Dam Municipal Water District, together we represent
over 400,000 rate payers in San Diego County.
‘Several of VOCAL's members have joined me in the

audience today, and in the interest of your time, I'1l convey

the groups comments on the matter before you-today.

VOCAL was organized so that water ratepayers had a
voice in Sacramento. Unlike the Metropolitan, the DWI, the
water_authority, we are retail water agencies. BAs such, we
are the ones who interact with thé-rate_payers, on a daily
basis. We are also the ones that are~hé1d directly .

accountable fdr the delivery of reliable and affordable

water.

Many of you are elected and appointed officials.
You know what it means to be held directly accountable. We
take that obligation vety seriously. We know you do, as
well. | |

The bottom line for VOCAL is that San Diego must
become water sélf sufficient. We Can.no_longér depend on the
bay delta in its environmentally damaged condition. The bay
delta conservation plan, even if it were implemented, would

be 7 to 10 years before Southern California could see any

- water from that plan. We cannot wait for that to happen, and

VOCAL focuses on desalinated water, recycled water, and
conservation. Echoing the sentiments of one of the previous

speakers, you need all three of those for Southern
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California.

We are also focused on gettingrthrough the

-Ireguiatory'requiréments on these préjects, to get them on

line, so that they'méan real water.

We are”here'tgday asking the Commission to

“fihalize_its approval of the Carlsbad desal plant mitigation

plans. We urge you to bring to a close the 2-year permitting'

process on a project that should have rightfully been built

years ago.

We also ask the Commission to be mindful -- to the
limits of its fegulatory authority -- the mitigation
requirements that are placed on thié project must be
justifiablé, and they must be based on the project's
obligations under the Coastal Act.

We appreciate staff's due diligence, bﬁt the
amendment they ére asking you to make to Poseidon's
greenhouse gas and wetlands mitigation plans are unprecedent-
ed. Excessive and arbitrary mitigation will unnecessarily
drive up the projéct's costs. These costs are going to
ultimateiyibe passed on to the San Diego ratepayers, the
customers that we serve. We do not believe this is what you
had in mind when you approved this project'9 months agb,

| On behalf of VOCAL, we appreCiate the Commission's

actions today, and your support for fair, justifiable and

affordable permit conditions, so that‘We can get this project
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‘moving and on line.

Thank you.

' CHAIR KRUER: Thank you.

Rcbert‘Gilleskie, Eric Munoz, and Stefanie
Ungerson. :

| MR. GILLESKIE: Good afternoon, Mr. Chairman,
members of the Commission, thank fou for the obportunity to
speak'to you this afternoon. My name is Robert Gilleskie,
and I represent the California Center for Sustainable Energy.
We are an independent noﬁ#profit, sponsoring the responsible
use of energy technologies. | '

And, I am here this afternoon, not as a project
proponent;.but as one who is the independent evaluator for
Poseidon's repts to make this project carbon neutral, not
just carbon neutral, but to minimize their use of energy.

After a thorough evaluation by our staff, our
energy experts,. we have concluded that this project is indeed
sound. In fact, Poseidon has broken new ground in its

proposél. To the best of our knowledge, this is theé only -

major -- I mean major infrastructure project in the State of

California that is being designed to be net carbon neutral

from the start. |
This'plant.will not only provide an alternative

source of energy, and a source of water for San Diego County,

but it will also set an excelleht example of how to implement
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AB32.

Thank you. |

CHAIR KRUER: Thank you, sir.

'Eric Munoz.

MR. MUNOZ: I'm on 5.b.

CHAIR KRUER: Okay, thank you, sir, 5.b.
Stephanie Jungefsen, John Steinbeck.. =~

MS. JﬁNGERSEN: Good‘afternoon; my name is
Stephanie Jungersen, and I'm here on behalf of the San Diego
Nbrth Economic Development Council. It is my pleasure to
testify before you today. _

The San Diego North Economic Developmént Council
ig a coalition of private and public éector entities working
together to grow and sustain the economy of the north county.
As‘you can iﬁagine, our'abiiity is to attract and-retain' |
businesses, and link partially to San Diego's attractive
climate and environmenﬁ.

Our economic stability is also tied to the
availability of water resources. Many of San Diego's high
tech and bio-tech companies are clustered in:north county,
aﬁd rely on high quality water for manufacturing, and
operations. San Diego County-must haﬁe access_to a more
reliable, drought proof, and lOcally-controlled supply of
water to sustain our economy and our quality of 1ife;_

On behalf of all of our members, and all of our
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_émployees, we respectfﬁlly ask the Commission fo approve

_ Pdseidon‘s ptoposed_mitigation plans.

'Thank“you."

CHATR KRUER: Thank you, Ma'am.
John’ Steinbeck.

MR. STEINBECK:IEI'm on 5.b.

CHATIR KRUER: Merle Moshin, John Scott.

[ No Resnénse 1
' -John Scott, Merle Moshin, William.Ruckel.

MR. SCOTT: My name is John Scott, and I am 77
vears old, so I gﬁeSS I am part of theipr0blem, according to.
an earlier speaker. | |

I had other remarks prepared for'today,'but
because of the Chair's admonitions, I decided to modify
those. I live in Huntington Beach, and I live between AES
and OCSD. As the result of that, I consider mysélf to be
gomewhat of an expert on pollution. OCSD emits about 2 tons
df.pollutants into the air each day, and now they dump | '
somewhat less than 200 million gallons of pollutants into the
ocean each day. AES dumps about 2 tohs of pollutants into -
the air, in my neighborhood each day, and they dump God knows
what into the ocean.‘ | | -

, Carbon neutral seems to have a couple of diffefent
meanings for different groups'here. Poseidon seems to have

one understanding of it, and environmentalists seem to have

| | ~ PRISCILLA PIKE
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another. Let me tell YOu whét I think is carbon neutral. I
have had for.over‘20 years panels thét heat.my water, and fdr
most of the year I don't use éhf gas to‘make thé hot water
that I need. Two yeérs ago, I put 20 solar pénels oL my
roof}-aﬂd those panels produde ali of the electricity that I
need. I don't -- my bill from Edison is $5 each month for |
services, ana nothing for eleétriCity. | |

My back yard ig filled with natlve plants On

‘f_these hot days I give each of thOSe plants 2 gallons of

water, and that is more than adequate for them. Every two
weeks I wash the panels, and when I do I'wonder what in God;s
name is the Coastal Commission doing? Those panels aré-juét
absolutely filthy, and if your charge is to clean the air,
then'I think you need to look at my éqlarrpanels and see what
the air contains. ' | |

CHAIR KRUER: Mr. Scott.

MR. SCOT‘I‘: Yes.

CHAIR KRUER: Your ‘time is up, sir, thank you for
coming. ._ _ j

MR; SCOTT: That Wés the fastest 3 minutes I've
ever seen. '

CHAIR,KRUER{ -They get fast when you are 77,
tight?- like me, and Well, I am getting there, so they go
prétty‘fast.

| - William Ruckel, and David Nydegger.
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I'm sorry, Ma'am, I am sorry, what is your name?

MS. MOSHIE: My name is Merle Moshie, o

'CHAIR KRUER: Go ahead, Ma'am.

MS. MOSHIE: I am president-of Residehts for
Reéponsible Desalination,.é party to the meet and greet in
Huntington Beach, California.: | |

My questions, and my apprehénsions regarding the

findings, mitigations, compliances, and plans for the

- Carlsbad desalination plant, revolve ardund how all of these

would fit into a plan by Governor Schwarzenegger and Diane

Feinstein to bring to the November ballot a bipartisan

compréhensive water bond. The bond would one, improve the
conve?ance of water by including a significant investment in
healing and safe guarding the Sacramento.San Joaquin delta
delivery systém. It would increase waterrstérage facilities,

such as reservoirs, and ground water aquifers. It would

emphasize heavily conservation and reclamation. It would

protect a healthy environment;

We simply hope that any finding by Ehe'Commission
will not conflict withﬁthis sort of compiehensive plah. it
woﬁld appear that allowing a global profiﬁeer to pieéemeal.
efforts at desalinétibn_up and down the California coast does
not lend itself well to a comprehensive plan.

Lastly, for those of you who think you'know the

Governor well, he remains a quixotic figure, as witnessed by

PRISCILLA PIKE

39672 WH]SPERI&G WAY : Court chomng Services o TELEPHONE
OAKHURST, CA 93644 - ! minpris@sti.net (359) 683-8230



O W N O ;s O N

'y
o

12
13
14

15
16

17
18
19
20
21
22
23
24
25

155

the 1 percent sales tax increase suggestion in today's paper,

and he may well decide that his legacy -- as did Pat Brown —

lies in his creating a lasting water solution to our water

crisis. And, we can only hope_that desalinatidn, as proposed

by Poseidon Resources, plays little or no part at all in this

develppmeht:
' - Thank you.
CHAIR KRUER: Thank you, Ma‘am.
Wiliiam Ruckel and David Nydegger. Mr. Nydegger,
go ahead, sir. ' |

MR.‘NYDEGGER: Evening, Chairman Kruer, members of

the Commission, my name is David Nydegger. I am the

president and chief executive officer of the Oceanside

Chamber of Commerce here in Oceanside. We have over 900

'businesses I'm representing.

The business community is very, very éoncerned
about the future of water as it relates to the business
community. We have substaﬁtial agriculture in the area.
They have alrea@y been hit with ﬁires,'been hit with frdstf
have been asked:td reduce their water consumption 1731/'-30:T 7
percent, so this ig a'very, very sérious issue. |

| We'ﬁould like very much for you ﬁo support
Poseidoh in their efforts,.and make-the desal plant'a
reality, thank you. ' | . |
| CHAIR KRUER: Thank you, sir, and thank you for
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testifying. |

Michaél-Cowétt, and Joel Levin, and Don
Christianson. _ ' _

MR. COWETT=' Good afteﬁnoon, Michael Cowett, law
firm of Best:Best and Krieger. We serve as.general counsel
to the Sweetwater Authority) Valley Center Municipal Water
District, Santa Fe Irrigation District, and special counsel
to Oliveheim Municipal Water District, Ricon del Diablo, and
Rainbow, six of the nine retail agencies that have contracted -

to purchase désaltéd'water, speaking in favor of Poseidon's

' greenhoﬁse gas reduction plan, to offset net impacts of the

greenhouse gas emitted to produce the recycled'water.

The main point here is that the reason that these
six agencies coﬁtracted to purchase desalted water is té
repiace imported water, not to increase their water supply,
and that is-subjeét to audit by the Metropdlitan Water
District, that is, we are planning to serve existing
customers, not new customers. |

| The purpose was to enhance the reliability of our
water supply, in'light of the unéertainties; én&ironmental
constraints, and drought conditions that are impacting the
délta. |
| The project will mitigate for the incremental gas
emissions needed to produce desalted water. If water users

in ‘the San Joagquin Valley, or other areas of California
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increase the supply of pumped water, -we believe it is those
users who shbuid pay for the mitigation of that increase, not
the customers who are bgying_the desalted water in San Diego.
We urge.your support'for-the Poseidon plan, thank you. |

CHATR KRUER: Thank you, sir.

Joey‘Levin." :

MR. LEVIN: My name is Joel Levin -- got to work
on my writing, I think; I'am.thé vice president of the
california Climate Action Régistry. The registry has been
referenced quite a bit here today, so I thought it would be
ﬁsefﬁi to come up and in my 3 minutes give yoﬁ a little over
view of the registry, and.what we do and what we don't do.

The California Registry is a nbnprbfit 501(c) (3)
organization. We were chartered by California state law in
2001, and given-é'mandafe to do two things: first, to develop
broadly recognized accounting stan&érds er.measuring
emissions, and emission reductions of gréenhbuse gases; and

second, to establish a.registry, where these things could be

“tracked and publicly repoited, or not, an advocacy-:

organization. We, géneraily, don'tttake:positions on public
policy issues, probably the only one in the room here today
that_can say that. . |

In our registry for entity footprints we have over
360 organizations that are tracking ahd.publiCly reporting‘

their greenhouse gas emissions through our system, including
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many of California's 1argest companles
| More recently, we have turned our focus to

developing a reglstry_for greenhouse gas reduction projects.

In developing our project protocols, or'accounting standards,

'we seek to build on existing international best practices,

and come up with standards that can be broadly accepted by
industry, envirommental community, regulators, and local
communities. It is not a simply task, but it is one that I

think we have been quite successful, as evidenced by the

rstrong support for our program from all of these sectors.

It is also reflected in the composition of our

board, which includes representation from such diverse

~organizations as California EPA, Metropolitan Water District,

Shell 0il Company,  Pacific Gas and Electric,'Goldman Sachs,
the Sierre Club,-and the Natural Resources. Defense Council.
These are all folks on our hoard, and Irthihk you will agree
that it is quite a diverse mix. |

We currently have five approved project protocols,

_three for dlfferent types of forestry projects, plus land

£ill methane capture, and agrlcultural methane capture. We
have -about another 10 protocols under development over the
next year and a half.‘

Once the project has been carried out and
verified, the developer is credited with the appropriate

number of offsets in their account on the climate action
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reserve, and the offsets can then be traded with anyone else

‘who has an account in the system, or they can be permanently

retired.
' | The reserve has a very high degree of publlc
transparenqy.. This is part of our philosophy as an '

organization, so if for example Poseidon were participating,

'and they were committed to retire a certain number of tons of

offsets, the retired tons, along with detailed informatlon
about the projects they came from, the protocols they were
calculated under, and to verlfy that they used, would all be
v151b1e to the public on our web site.

The reserve component of our program is like new,
and'has been in operation for about 2 months. We currently
have two projects that have been régistered, with a total of
about -- |

CHATR KRUER: Sir, your time is up.

MR. LEVIN: Okay. | '

CHAIR KRUER: Thank you, very much.

MR, LEVIN: Thank you. |

CHAIR KRUEﬁ: Dén Christianson.

. MR, CHRISTIAHSEN: Good afternoon, my name is Don '
Christiansen. l live in Carlsbad. l am a long term advocate
of seawater desalination, and renewable energy. I am also an
advocate of sustainability. I view sustainability as a

three-legged stool. There is the environmental component,
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the social compohent, and the economic coﬁponent. "You need
all.threerlegs to have balance, and balance is the key It\f
doesn’'t have.to be perfect. It has to be stable enough to -
support Whatever the issue is. |
| At this time, we are dlscu551ng water and

electrical.energy. We heed water for life. Weruse
electrical energy to'improve our quality of life.

| There have been years of due diligence on
Carlsbad(s proposed seawater desalination plant to get us
where we are at this point in time. There has been much talk
in the past about conservation. Conservation is a‘good |
thlng, however, whether it is water or electr1c1ty, we can't

conserve what we don't have. and the more sources of supply

“we have, whether it is water or electricity, the more

- reliable we are, or our sources are.

There has been a lot of talk about climate change.
Recently, I attended.a ﬁeeting where the guest speaker was a
professor from Scripps. Oceanographic When of his-takeaway
p01nts was look for wet areas to get wetter, and dry areas to
get drier. Wlth that I would llke to welcome you all to the
California coastal desert. |

The greenhouse gas reduction plan calls for being
net carbon neutral for electricity used. I look at this as
progress on the sustainability front. There is an old saying

that the devil is in the details. I request that you don't
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get hung up on the details, and end up forfeiting'the.greater
goOd of a drought proof water source, beéause of a quixotic
quest.for perfection. | |

The three legs of sustainability do not have to be
perfébt to achiéve the goal of a sustainable drouéht proof
waﬁer supply. I encourage you to think globally, assess
regilonally, act locally, by approviﬁg this project with no
further conditions. | '

I appreciate your tiﬁe, and the opportunity to
share my opinioni

CHAIR KkUER: Thank you, sir.

‘Jack Minnon, Tom Lemmon,

MR. MINNON: 1I'll speak on 5.b.

CHATR KRUER: On 5.b., thank you, sir.

Tom Lemmon,'and after that Milt Dardis; and after
that,’Joy Shih. |

MR. WiDDICK: I am going to speak in place of Tom
Lemmon, if that is all right.. He had another meeting to
make. _ | | _

éHAIR KRUER: What is your name, and yoﬁ need to
put a speaker slip in. _ .

MR. WIDDICK: I'll have to do a slip?

CHAIR KRUER: Yes, that's it, just --

VICE CHAIR NEELY: Afterwards.

CHATR KRUER: Afterwards, go ahead.
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MR. WIDDICK: Okay; my name is Mike wWiddick.

Good'afternoon everyone, my name is Mike Widdick.
I am a'bﬁsiness agent with the.Teamsteré-Construction here is
San Diego, and i am speaking on behaif of Toﬁ Lemmon, who is
the busihess ménager for San Diego County Building and |
'Constructioh'Trades Council. |

The Carlsbad desalination projeét will create good

| jobs, and have a tremendous positive impact on thousands of

San Diego workers and their families. _

~ Right now, the Quality‘of life for San Diego's
workihg-families is being threateﬁed'by many things, lack of
affordable housing, as we all know, soaring gas pfices,
driving costs for groceries and everyday goods, and rising -
water rates.'

The California Coastal Commission has the power to
help‘clear the way for new jobs, and address.San Diego's
water subply crisis by finalizing this approval of the
Carlsbad desalination facility. |

| I urge ybu to issue yoﬁr final approval of the
Earlébad desalination plant today, and let us get to work,
thank you. |

CHATR KRUER: Thank you, sir.

Joy Shih, and then Doug Korthof.

[ No Response ]

‘Okay, neither one are here? okay.
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With that -- oh, go aheéd, sir.

MR. KORTHOF: -Doug‘Korthof,;and.I.am a member of
the general public, and I come ffom’Seal‘Beach, and I have
good news,rand bad news, but it is the same. The gdod news
and the bad news there will never by a geyser of wafef'comiﬁg”

from desalination. You know, we have to rely upon other

‘methods, such as conservation, and reclamation. That is the

facté.

The outrageous thing here, we are talking about,
Poseidon says there are no impacts to their_air.pollution.

The idea that this is all new water, all old water, is very

- difficult to swallow. In reality, what will happen is it

will go into new construction, and you know, we have 200
galloﬁs a day goes in, and 100 gallon a day goes out in
gsewage, and the more people the more usage.

Some of this water will probably all go to new
cénstruction, because you have to have new water before you.
can justify new construction. |

Now} this is an enormous use of energy. It is
about $500 in current prices per acre foot in electrical
costs alone, that is the electridal costs. And, it is
extremely energy intensive.

Now, MWD says they will pay $250 in subsidies, but
what the reality is, is that we will pay, all over: |

California, we will be chipping in for San Diego's water, and
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"$250 will be the_startfof it -- if it ever happens -- and

there will be much more.” It will by a geyser of money from

eVerybody in California, as MWD is nothing but us-.

"What_I suggest, if Poseidon has a problem finding
offsets, and I think that you have to worry.ébdut-things like
credits. The California Air Resources Board hands out
credits like candy. They give extra credits, partial
credits, and credits all over the place. The only real
credits that count are the benefits to the coﬁmunitieé.

I suggest that it would be a lot easiei for
Poseidon, so long as it exists in this incarnation -- we know
it is not going anyway -- why don't they do something like

finance solar power? We installed solar power systems all

'throughout California, and Poseidon could do something like,

yvou know, the amortized costs for solar power on your roof is
less than the cost of the utility electric that it replaces.
So, if Poseidon_puts in solar power on the roofs
of houses in Carlsbad, you know, it wouldn't have to cost .
them any money at all. All they would have to do is float

the bondé; could be public service bonds, tax free bonds, put

in solar power, and the vast majority of the money comes from

the citizens. They could, maybe, give a little bit extra,
and finance it, and the majority of the money and the private
property -- the roofs come from the citizens, and this would

be a real benefit for the local communities. It wouldn't
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_ involve arcane'credits, and replanting trees that are just

going to be burned down again_aé the climate'is changing, and.

~would actually have a benefit for the people of Carlsbad, and

Oceanside, and all of San Diego.

So, I think that that would be the best way, if

you are going to do offset credits, you know, so long as

_ Poseidon exists, which will be for long.

CHAIR KRUER: Thank you, sir.

And, with that, that was the last speaker slip,
and now we are going to have rebuttal. We will go back to
Mr. Zbur, and you have five minutes for Poseidon.

MR. ZBUR: Good afternoon, Chairman and members of

the Commission. I just wanted to make a couple of responses,

and then Mr. MacLaggan, I think, will finish, if I have any
additional time. | '

First point I wanted to address was Mr. Mitton's
assertion that we have asserted that water will not be used
in other places. That isractually not accurate. What we
have said is that Poséidon{s customers, the water districts,
have agreed to replace the water, and therefore that the
water that is_replaced, where that goes is speéulative; but
wherever it goes, CEQA will apply to require those people to
mitigate it.

So, our view is that the new users of the water

- should be responsible for the environmental mitigation of
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that. That is consistent with CEQA methodology._That'is

consistent with -- we have assurances that the attorney

general will enforce that.

In_addition, this Commission determined that the
project was not growth inducing. .That was part of your

findings. The requirement that Poseidon be assigned the

mitigation for the replaced water is just not consistent with

- the determination that you have already made that the project

is not growth inducing. &

Another point that we wanted to address is the
request by Mr;“Massara-that the AB32 criteria should apply to
the energy reduction from replaced water. This is really the
key issue related to the growth versus net issue, and is the
crux of what is before. the Commission. Essentialiy, what.the
staff does is they apply these vague principles to the
replaced water, ﬁhich,‘in effect, would impose the grdwth
requirements, because the principles would reqﬁire that the
replaced water would have'contractuél'agreements that the
replaced water would be retired and not used by anyone. Thqt
effectively would not allow -- it effectually imposes the |
growth iequirement. - '

Your staff has indicated that it'does.not'have the
expertise in this area to evaluate this. Each of the
‘agencies that are responsible for the implementation of AB32,

have Supported'Poseidon's-ability?tb take credit for the
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replaced water,'and in the packets are the letters from the
Callfornla Air Resources Board, the California Bnergy
Commission, the Resources Agencies are in the blue packet we
distributed. ‘They have supported the net approach, and
supported Poseidon's calculatioh-cf the net approach.

Finally, the last point I would like to railse is
with respects to the references to Ehe committee to verif?
the offsets that was originally in the Poseidcn's proposal.

I am a little bit frustrated, in that what we are asking you

to adopt tcday is the proposal that is attached to your green
sheet.-.We made a nuﬁber of changes to respond to the staff's
concerns when we'got the staff report a week ago Friday. -We

got those into the staff, and the staff has not responded to

the changes that we made to address the1r concerns.

One of those was that they said that they had a
concern about the committee verifying the offsets. The
committee that we had originally proposed, included Poseidcon,
it included.CCSE, the California Center for Sustainable
Energy,_and'the San Diego APCD, a three-member ccmmictee.

The APCD had concexrns about their ability:to'do
this,.because of their authority, so that was an issue that_I
think was valid upon the staff's part. They recommended,
instead, that we buy all of our offsets through CCAR. We
have not problems buying our offsets through CCAR. We think

they are a high quality verifier. Our concern is that CCAR
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is in very early stages of the implementation.

' As you heard, they have.three'fqrestation'

_protocols, one for land fills and one for dairies. That

really limits the offsets we can buy in the early year, and

‘while we are hopeful that they will progress fast with these

other protocols out there, we want to be able to buy offsets
in the broadest market to keep the costs reasonable.

So, what we have done ig, the proposal ydu haﬁe
takes out.thé committee that the staff had_concernslabout,
and it says we willhbuy credits through CCAR, or three of the
other entities that are all part of the offsetiquélity
initiative, which are listed in your program, that we think
that they are equivalently high quality entities. CCAR is
one of the four entities that is a member of that quéiity
initiative, and.includes some other think-tanké that don't
séll credits, but that is what we are_proposing. So, we do
think that these are CCAR equivalents. It would broaden out
the market, and that is really our proposal. _ '

| There are some other things that are in there,

that we tried to respond to the staff's concerns, which T

don't think I am going to have time to go through, but we

would be happy to.walk you through that if you have any
questions related to the proposals. | _ '
So, . the main things that aré in that are the

differences on groSé'and nets, and in order to apply the net
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épproach, YOu need to not apply these AB32 principles to the
offsets to the replaced water. The'application,iby"

definition, means that Poseidon cannot take credit for it.

‘The other main differences are the CCAR issue, with the three

other entities, and the two contingency plans.
| | If I have any more time, I'Woﬁld like to --

CHATR KRUER: You don't. | |

MR. ZBUR:  No, so.

CHAIR KﬁUER: Thank you.

MR. ZBUR: We will close.

CHAIR KRUER: Appreciate it. |

With that, I will close the public hearing and go
back to staff for staff response. |

Mr. Luster.

| ENVIRONMENTAL SPECIALIST LUSTER: Thank you, Chair

Kruer. I'll start with a number of comments. ‘ |

First, in response to the last-comment by Mr.
Zbur, staff did respond to Poseidon's latest changes last
week. We concurred with Poseidon's proposal to allow the use

of CARB, CCAR and additionally any programs adopted by étate

‘air districts for any of their emission reduction programs.

'We did not concur with:Poseidon's proposal
allowing use of programs developed by any government entity.
We weren't sure how widespread that would be, that'dould

include all sbrts of things, water districts, very small
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government entities that may not have thé expertise,-but.we
did concur with their proposal to use air.diStficts,-along
with‘CCAR and CARB for approved programs}..we'didn't concur
with their proposal to allow them to uée SDG&E'programs.r
" And, regarding the proposal to change their

cbmmittee structure for_reporting,-we asked for more 4_
inforﬁation about that. We didn't have enough information to
go on. They'just said that they were going to do away with
that, and wé had some more questions about it, and we haven‘t.
heard what those changes are. They may be reflected in this
latest document, but we haven't had a chance_to,réview that,
vet. _ . _

Going on, just covering on AB32, Poseidon is

subject to the Coastal Act and the only methods to address

gréenhouse_gas émissions that are approved by the state are

those established in AB32, so through your findings and
Special Condition, staff is recomménding that Poseidon's
Greenhouse Gas Emission Reduction Program be implemented
using the guidelines provided by AB32. The Coastal Act
doesn't have independent guidanée,on how to deal with those
issues, so staff believes the best and only real ptotocols
and mechanisms épproved at the state level are those that are
being developed and are developed through AB32. |

Poseidon has also asked to use some emission

reduction methods not established through the state 5ystem.
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For example, they reference the offset quality initiative,

‘which includes three entities, the Climate Trust, the

" Environmental Resources Trust, and the Climate Group. .

Staff researched what was available through these
entities, and found that they do not have consistent. |
standaﬁds or protocols, so staff believes Poseidon's proposal
would be confusing and onerous to'impiemént, and would not
provide the level of indépendent verification the state has
idenﬁified'as a necessary part7o£ iﬁs_greenhouse gas
reduction approach. _ |

Additionally, AB32 does have mechanisms for
developing these guidelines énd protocois for voluntéry

efforts for regulated'éntities, pretty much any sort of

 emission reduction measure that is meant to be part of the

state's program, regulated community, voluntary, markét based
incentives are covered by AB32, and We.believe that is thé
appropriate method to use. |

That,has also been supportéd by thé'agencies we've
worked with. You heard ﬁrom CARB. They still sﬁpport the
use of AB32. The air digtrict supports staff's’recomménd—f
ations, so we believe our coordination efforts with the
involved agencies sﬁpports.staff's régommendations, as well.

Regarding comments abdut the Commission's: |

authority being limited by Coastal Act provisions. = Staff is

not suggesting imposing an emission contrel program,
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‘therefore we don't believe our proposal is inconsistent with

‘Section 30414. It is not inconsistent with what CARB is

doing, and in fact CARB and the air district supports the use
of AB32.

Additional authority the Commission has for

implementing this program, is through the use of Section

30260, the override as determined in your findings. - The
findings state that the project's adverse effects will be
mitigated to the maximum extent feasible, and staff's

_recommendatioﬁ would help carry out that aspect of the

" Commission's findings.

Regarding gross versus net, thét whole question,
again staff is not asking that Poseidon mitigate its gross
emissions, just the net. Much of the difference in the two
proposals is that staff is addressing the-eXpebted net
emissions from the facility's electrical use, and‘Poseidon is
relying on speculative changes in water deliveries to somehow
reduce_emissidns. As you have heard several times today, the
state water project will not necessarily:reduce.its‘
electrical use of its emissions, due to Poseidon's ﬁrojeét.

The state water project is affected.by any number
of issues that may increase or decfease its pumping rates,
and régardless of how those issues play out, Poseidon's
project is expected to continually use about 30 megawatts of

electricity to produce its water, and the emissions would
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result from that use of that electricity.

_ Also; regarding the state water project, you
received a letter frdm the Metropolitan Water District. The
letter, however, is not consistent with the Met's program
that establishes its desal incentives, or Met's water

management plans, ‘Met describes its desal program as

‘allowing Metropolitan to redirect imports, not necessarily

reduce them. For example, Met's recent integrated water
resources:plan from 2004-—— which staff is adding to the
record -—-states that desal is expected to offset water use
in one area of its'service area, and allow it to send
additional imported water to other parts of its serﬁice area.
_ Moreover, Metropolitan doesn't say aﬁything about
reducing its electricity use in its emissions, which is the
impact that the Commission is addressing today. Even at the
local level, some of the planning doCumenté'from as recently
as earlier this‘year, from the water districts Poseidon has

contracted with, show expected increase in imports over the

- next 25 years, in addition to their desalination supplies.

For example, the January 2008 updéte af the
Oliveheim Water District urban water managémeht plan -- which
staff is adding to the recbrd -- showé.that it and three
other associated districts will increase their imports.

Furthef, the state water project has a lower

emission factor than Poseidon's electricity supplies, so if
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there 1s anroffset, it would be a much lower level than
Poseidon_proposés. Similarly, in the San.Diego region, much
of the impoftéd water comes from thé Colorado River, and
pumping that supply has its own emission factor adding more
complexity to the issue.

' Again,'howevef, staff is not asking that you
'decide'this question today, but to allow the agencies with
expertise to make the determination to work through these
iséués and to figﬁre out what offset, if any, is appropriate.

| You also heard a comment earlier about staff
treating an Edison project differently than this project. We
are not recommending emission reduction requirements for that
project, because its net emissions are sd low. You will hear
the details of that project a little later, today, but if you
would like, Ms. Dettmer is availablé now to answer any
guestions you may have about  the différence between the
Edison pfoject and Poseidon's. |

~ I believe the Edison project is in the.range of

éomething‘like 750 tons of emissions over its 30-year'life;
With Poseidon, their gross emigsion afe eﬁpected to be about

90,000 tons per year, so there is a significant range bétween_

the two projects, and staff believe that the Edison project

is small enough whereas Poseldon's was significant enough for
the Commission to handle. |

Regarding CEQA, we should note that the project's
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environmentallimpact report did not address greenhouse_gas

emissions at all, and so the Commission establishes the

baseline} just Poseidon's project, what emissions would

result from it. | |
I also want to note that_the California Air

Pollution Control officers Association, ih'January published

:1ts report called CEQA and cllmate change -- which staff is

‘adding to the record -- and 1t provides guidance on how 1t

intends to address climate change issues through CEQA,

including those associated with meeting AB32's emission

" reduction targets.

'Staff believes this provides further support for.
staff's recommendatiOn that the Commission allow the air
districts along with CARB and CCAR to address the issues

involved with vrlfylng Poseldon s proposed plan

A couple of p01nts on the cost of the mitigation,

‘based on your findings, staff's recommendations will not

prevent the project from being built, or render the project
economicallyiinfeasible. Your findings identify-costs of up
to several hﬁndred dollars per acre foot, above Poseidon's
stated oosts, and Poseidon has stated that had it included
those cost then its assessment of project feasibility --

Poseldon's proposed $6 million program over 30 years -- would

- increase the costs of its water by about $3.50 per acre foot,

and its estimates of $32 million would add about $19 per acre
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foot, and that is well below the range of the costs that

staff identified in the report, and that Poseidon said it had

-already assessed as part of its feasibility.

We note, too, that an even larger dééal facility'
being built in Australia has_committed to use entirely
renéwable'energy for its operations, and will purchase that
energy using a government regulated offset_program, which is
similar to what staff is proposing in having Poseidon use
CARB CCAR or air district approved measures. 7

And, I think that is all thét I have for now. T
belie#e Ms. Schmeltzer and Director Douglas have something.

EkECUTIVE DIRECTOR DOUGLAS: I just have a couple
of comments, and then ask Ms. Schmeltzer to address some of
the legal issues Mr. Zbﬁr faised.

But, Irjust want to underscore, again, the
assertion that someh&w we are using Coastal Commission
authority to subject Poseidon té AB32 is simply wrong. We
recognize that this project is not subject to AB32 controls
at this timé, but what we are séying is we are using the
Coastél Act the policiés ana authoriﬁies that you have under
the Coastal Act, and the responsibility that this Commissidn
has_to protect cbastal resources consistent with the policies
in the Coastai Act leads to a requirement for greenhouse gas

mitigation, and offsets and reductions of emissions. And,

‘that the best way to deal with that is to use the protocols
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and the approaches set forth in AB32, that that makes sense,

because that is where the expertise lies.

And, if in fact, Poseidon is going to keep its

- promise of being carbon neutral, I don't understand why they

object to a review by an entity that will, in fact, verify

whéther or not that is theicase, and that is exactly what we
have recommended. | |

| in térms of the state water project, or the
reductions énd the offsets there, that just doesn't make
sense to us. We are not'talking.abdut watér here. We are
not talking about'displacing or placing water, and where that
is going to-go. We are talking about the energy that it -
takes to provide the desalinated water by Poseidon.

V.And, if they are 1ooking to get credit because
there is going.to be a reduction in energy generation, or
energy use in the state water project, as a result of the
Poseldon project, we jusﬁ don't see how ﬁhat happens. -All of
what we have heard is speculative -- that may or may not
happén. We have no reason to beliéve that there is going Eo
be any reduétioﬁ whaESoéver in energy usage for bringing |
state water from the north to the south, as a result of_this;-
or any other project that we know about at this point. So,
that just doesn't match. |

But, in any event, we are not saying that it can't

work that way, if in fact there is a reduction in energy
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usage. We are just saying that that needs to be verified by
somebody who has got the expertise, who could look at it, and

say, "Yes, indeed, as the];eSuit'of this project, or but for

this project, there would be this level of energy production

for the state water project, but because of this project
there is going to be a reduction, which means less air

emissions, and they get credit for it," they would get it,

under our recommendation.

The final point is, we have not said this project
is not growth inducing. We have said this project is not

growth inducing in the coastal zone. What happens Qﬁtside of

‘the coastal zone, as a result of this water being freed up

for the Met, that they could use elsewhere for pfojects'that

are waiting for water, that don't have water now, that is

beybnd the purview of this Commission, and we have never
expressed an opinion on that.

So, I Ehink it is misleading to say that we have
concluded this is not growth inducing. It is not growth
inducing in the coastal zoné. '

| Wifh that, let me ask Ms. Schmeltzer to make some
comments on legal issues. | _

CHIEF COUNSEL SCHMELTZER: Thank you.

_ Poseldon's attorney, Mr. Zbur, stated that the
Commission only had three statutory provisions under which it

could assert authority. He specifically ment ioned 30253 (4)
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30253 (3} and 30414 (a).

The first is the Commission's ability to minimize
energy use, which he asserted that Poseidon was doing.

For the second, he paraphrased what that_statutory
language said, and he said that it said that Ehe-CommisSion
may only impose aonditions requirements that have been
imposed'by.CARB. That is actually a misstatement of that
statutory provision. That prbvision that says that "For the
minimization of.adverse.impacts new development shall be
consistent_with the requirements imposed by an.air pollution
control district, or CARB," which the Commission's staff
proposal in having this follow AB32 and CCAR, we believe is

consistent, and that it does comply with'that, and it is not

‘contrary to it, as described.

In addition, as Mr. Luster described; 30414 (a)

only talks about not creating a new air program,'which again

staff is ﬁot proposing.

What he left out was 30260, which is the override
provision, that the Commission made in its findings that it
aaoptéd this morning.  Under the override provision of the
findings, which begins -- the discussion'begiﬁa on page 115
of your findings. |

There is extensive discussion of adverse impacts,
the impacts to coastal resources that can occur from green-

houge gas emissions, and global warming, and the Commission
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" does have the authority; and does exert that authority under

Special Condition 10, in this case, and so the authOrity for
Spécial Condition 10 also flows from 30260.

CHAIR KRﬁER: Okay, thank you, is that it from
staff.' |

 EXECUTIVE DIRECTOR DOUGLAS: Yes. _

| CHAIR KRUER: Thank you for your presentation, and

your comments. '

Now, I will go to the Commission, and Commissioner
HUeso, first, and then Commissioner Reilly. |
[ MOTTON 1] |

COMMISSIONER HUESOQO: Yes, I move that the
Commission approve the Energy Minimization and Greenhouse Gas
Reduction'Plan as attached to the lettér submitted by the
permittee, Poseidon Resources LLC, datedlAuguSt 6, 2008, as
compliant with Special Condition 10 of the Coastal
Development Permit E-06-013.

CHAIR KRUER: I have a motion, is there a
"second"? | - _ ' |
| | COMMISSIONER POTTER: Second.
CHAIR KRUER: Seconded by Commissioner Potter --
EXECUTIVE DIRECTOR DOUGLAS: Mr. Chairman.
CHATR KRUER: What? ' _
EXECUTIVE DIRECTOR DOUGLAS: I just wanted to

check with counsel.
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The motion that staff has recommended, I am juSt

wondering whether that is the motion that needs to be made,

and then that motion needs to be amended, or whether or not

the motion proposed by Commiséioner_Hueso_is the correct way

to go? I thought it needed to be --

CHAIR KRUER: I don't think so, but, we will see

what the attorney says, but I think -- I am not a lawyer,; but

it sounds like he can do it. -

CHIEF COUNSEL SCHMELTZER: It would be helpful if
the entire motion was read. I think you just referred to the
motion as it was stated here, but if you could read the whole
motién.into the record, that would be helpful. |

COMMISSIONER HUESO: I actually did, but you want
me to also state the resolution to the proot.
| CHIEF COUNSEL SCHMELTZER: I have that, Sb I --

COMMISSIONER HUESO: I did. '

CHAiR KRUER: He did read the whole motion.

CHIEF éOUNSEL SCHMELTZER: Ckay.

_ CHAIR KRUER: -And, the question was, can he do it

that Way? to the general counsel, from Director Douglas.

And, I think he can.

CHIEF COUNSEL SCHMELTZER: Yes.
CHAIR KRUER: So, with that, and there has been a

"second" by Commissioner Potter.

Commissioner Hueso, would you like to speak to
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your motion?

COMMISSIONER HUESO: 'Yes, and I have some

‘questions of staff.

CHAIRVKRUERz That's fine.

COMMISSIONER HUESO: This came back to the air
gquality issues;iSpecifically to this project; |

| What disturbed me a little bit -- and I will just

give you some general feedback concerning the Oxnard facility:
-- you said that facility doesn't generate a lot of energy,
80 you don't really see fit to apply the state's AB32
régulations to that project, because it was not a big
generator. | -

. What aré we talking about, in terms of the amount
of wattage that that facility i1s going to be generating? just
to compare it to this project? do we know what the amounts
are, in terms of this project is going to be using 50
megawatts, per year, or is it -- what is the usage of this
desal project? |

EXECUTIVE DIRECTOR DOUGLAS: Okay.

COMMISSIONER HUESO: And, if we can get that as a
comparison to the Oxﬁard oﬁe?

EXECUTIVE DIRECTOR DOUGLAS: Well, Allison is

going to come back and address this, she has been working on

Cit.

But, just so that you know, we'have_been looking
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‘at projects coming before the Commission, and as we have

indicated to you before, we are-only-suggesting the

application of greenhouse gas reduction conditions on major

‘ projeétst that have majbr emissions per year of carbons. We

are not applying them to every project that comes along.

'Sd, we have identified neszubdivisidnsi'we have
identified new Caltrans projects, major eneigy projects, but
when we looked at this'particular project -- and Allison can
explain to you why -- we just felt itkwas.not an area where
we wanﬁed to enter into this.particular issue.

COMMISSIONER HUESO: I understand that, and jﬁst_
to get an idea of what criteria you are using, what are we
talking about here? in differences?

COASTAL PROGRAM MANAGER DETTMER: Sure, for the

 Edison project, on your agenda later today, we did ask Edison

to do a greenhouse gas analysis, which they did do. They
submitted their calculations to us, as well as their analysis

of what their net emissions would be over the 30-year life of

~the project.

We had that analysis peer reviewed, independently
reviewed by Steve-Radus with Marine Research Specialists. At
the end of the day, Mr. Radus agreed with Edison's analySis.
And, what the conclusion was, was that over the 30-year life
of the project, there would be about 726 metric tons of CO2

emitted, and that is over a 30—yeaf'peridd, which is a
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relatively small number. In the staff report, we go through
that, and we give_aniexampie that that equates to driving 8
Prius for 15,000 miles over that EO;year period.

And, just to back up a little bit, Edison's

'prdject is a direct emitter, and so they will come under AB32

requirements, probably in the next 3 or 4 years. I

understand that may be 2011 or 2012, and they will be
regulated system wide. ' | _
So, what we were looking at for the Coastal

Commission is to actually look at that gap, if Edison had

~their project approved, and that they'were-géing to be in

operational phase later in 2008, that this Commission would

_consider, possibly, requiring mitigation or offsets for that

gap period, so maybe_fdr'the next 4 or 5 years. 'So, we are

really talking about a very small number.

So, in staff's judgment, we did not think that
this Commission needed to requiré mitigation or offsets.

COMMISSIONER HUESO: Bﬁt, you didn't answer the
question about what the desal facility --

EN?IRONHENTAL SPECIALIST LUSTER: Yes.

COMMISSIONER HUESO: Okay.

.ENVIRONMENTAL SPECIALIST_LUSTER? The Edison
project, as Allison said, is just over 700 tons, éver a
30-year life. Poseidon's projéct looks like about 2.7

million tons over the 30-life of this project, so
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substantially greater, and that is why Commission staff
worked so hard on this emission reduction program for the
Poseidon pfbject. | | |

| - COMMISSIONER HﬁESb:_ In and around the facility,
itself, in and around the plant, will‘the‘air_quality be :

effected in the area around the plant? will the facility be

‘discharging pollutants in the area in which the construction

for this project is proposed?

ENVIRONMENTAL SPECIALIST LUSTER: Oui: understand-
ing of --
| COMMISSTONER HUESO: And, the specific number of

the 2.7 million, will that dischargé be in and'around the

facility --

EXECUTIVE DIRECTOR DOUGLAS: No.
COMMISSTONER HUESO: -- of the plant?
ENVIRONMENTAL SPECIALIST LUSTER: = That discharge

is just from the electrical generation needed to run the

plant, so the air quality impacts would be based on where the

‘energy production facilities are. If‘they use some of the

power from the Encino Power Plant, there could be some nearby

emission éffects.
COMMISSIONER HUESO: So, we'don't'neceSSarily know
where this project is going to effect the air guality?
ENVIRONMENTAL SPECIALIST LUSTER: Because we are

only looking at greenhouse gas emissions, that is not really

PRISCILLA PIKE

39672 WHISPERING WAY Court Reporting Services TELEPHONE
OAKHURST, CA 93644 _ _ mtnpris@sti.net © (559) 683-8230



EN S I

N o o

- 10

11
12
13
14
15
16
17
18
19
20

21

22
23
24

25

186

considered a local problém; as much as a world wide'prqblem
and so, generaliy, any emission redudtiOn anywhere in the
world affects the greenhouse gas problem. _ | '
EXECUTIVE DIRECTOR DOUGLAS: Well, it is also a
difference. It is hot an éir'pollutant. We are not taiking'
about that; We are talking about emissions of a gas that

goes into the atmosphere, and that effects the climate, and

‘the temperature on the planet, not the kind of air pollutants

that are discharged and regulated by aif pollution control
limits. So, it does not affect the air quality around the
facility. | . _ |
| | COMMISSIONER HUESO: Because every project we've
looked at -- you have cited some projécts, like the LNG where
we looked at air quality, where aif guality in the aréa of
the coastai resources were directly affected, and because you
use those és examples, I thought it was slightly_misleading
because we were talking about air quality in the coastal
zone, and here we are talking about air quality regionally,
étatewide or -- o

| EXECUTIVE DIRECTOR DOUGLAS: :In the LNG case, for

example, one of the big issues was air quality, separate from

"greenhouse gases, they are distinct.

~ And, one --
COMMISSIONER HUESO: The number had to do with the

shifting and the exchange of the material, so it had a more
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- direct -- from my recollection, in the testimony and the

'arguments, it had to do more with an immediate impact of the

air qﬁality‘iﬁ the area. _
EXECUTIVE DIRECTOR DOUGLAS: That was a separate
issue, and that was one on what rule -would be applied, would

the ohshore rules for air quality, air pollutants, air'_

‘emissions, be applicable, or would the rules that apply to

- the islands be applicable? That is for air quality.

Fbr greenhouse gases, that was totaliy different.
That was the question of how much, in terms of gréenhouse
gases, were going to be emitted; and that was a different
issue. Both of those were issues that formed the basis for
our recommendation of denial, but they were distinct. |

_ COMIiSSIONER HUESO: Would yf;u agree that in

future years, the power sources that are going'to electrify
the grid, are going to be more diverse. We might see more
wind power‘come on line? more SOlarIPOWer come on line? more
hydro-thermal power? is that something-that.we contemplate in
this action? | |

EXECUTIVE DIRECTOR DOUGLAS: I think it is

inevitable, and it is already occurring, and we understand

that part of the source here needs to be renewable. We just

‘don't know what that is going to be, uriless Tom you have

something?
 COMMISSIONER HUESO: But, it is possible in the
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future, that a greater source of ocur grid is going to come

from renewable sourcés, and sources that are friendly to the

environment?

EXECUTIVE_DIRECTbR DOUGLAS: We hope so. .

. COMMISSIONER HUESO: So, it is possible that this
project will have a smaller carbon fodtprint in future Years,
if.that.improves?

ENVIRONMEN_TAL SPECIALIST.:LUSTERz That is correct,
both Poseidon's proposal and staff's are based on an aﬁnual
reporting and recognition that the emission factor for the
Sén Diégo Gas and Electric will ¢hange eVéry Year; as they
put more renewable energy sources on line, their emission
factor will go down, and Poseidon would havé to, presumably,
do fewer mitigation meésures, bécéuse of that. :

COMMISSIONER HUESO: But, are you. taking that into
consideration in our policy, in staff's poliéy towards thié
project? |
| ENVIRONMENTAL SPECIALIST LUSTER: Yes.

CHIEF COU'NSEL SCH‘MELTZER: Yes,  and alfso, to
answer your question, relétiVely'anticipated that that willi
happen over time, and we can't base mitigation on speculative
increases in renewable pbwer in the futuré. We don'ﬁ know |
when those will dccur, and how much they will occur, So we

can't do something now that relies on something unknown in

'the_future.

PRISCILLA PIKE

39672 WHISPERING WAY ' Court Reporting Services TELEPHONE
OAKHURST, CA 93644 . mtnpris@sti.net (559) 683-8230



V]

L - T I

10

11

12
13
14
15
16
17
18
19
20
21
22
23

24

25

189

But, what we havé built into the review process is
an annual report that will lbok-at_what is happéning on the
ground as it happens;_and then inlthat way be able‘to take
account of actual improvements to‘the_power.grid,'as far as
renewable resources, as they occuf; _ |

COMMISSIONER'HUESO: Okay, and I think that that
is the principal issue that I am iboking at here. I think
this power plant is definitely a consumer of electricity,
thereby having an impact on air quality regicmnally, and I

think we are using, in this instance, the Commission to kind

of effect air quality'regionally, which I think is a good

goal, but I think, from my perspective, we are ldoking at the
Coastal Act and_it endeavors to specifiéally concentrate in
the coastal zone. |
| I remembér_having a project, the Pebble Beach
Project, that sought to replade trees in the Del Moﬁte Forest
at a rate of 10:1 -- i forget_what it was -- and I remember .
us being told spedificaliy that we cannot mitigate for
impacts, you kndw,;outside of the coastaljzone in an_aréa:
that wasn't in theZCOastal Zone, because it wasn;t, it waén't
identical; and here we are trying to apply that policy.
towards air quality, which I think kind of exéeeds the scope
of coastal area.

But, I understand that this is a very, very

sensitive issue, and I am very concerned about air quality,
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but there is always, you know, there is always some

contradiction in terms of we heard some person speak earlier,

' during non-agenda public comment, about San Diego's waiver .

for water treatment, and that'we are-the only city that

obtains a waiver. Well, one of the arguments our city has

_been making is because we don't go through tertiary

treatment, we have been able to show that we haveh't
negatively affected the coastal resources and the water, due
to the depth of our outfall.

‘ But, because of that,‘we haven't been hegatively
affecting air quality, because tértiary treatment is a very,
very intense industrial use that'haé an impact on air
quality. So, on the one hand, we've been contributing to
better air quality to try to find a balance between good |
water quality, and good air quality, and this is one of those
projects that falls into the balance, whereAwe need water,
but it is going to affect air quality. |

_ And, from my perspective, in terms of what we are
doing in our city, in terms of trying to reduce éu; |
.dependence}on the river.deltafin Sacramento, Ehis ﬁs one
those efforts that would really have a real effect on
reducing our dependence on the river délta. 'In addition to
conservation, in addition to other methods of retreating
water, we are really trying to reduce_our‘dependence on

foreign water, and that does have a direct impact on air
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quality.
And, I do think that this project will reduce our

dependence on outside water, thereby reducing our impacts for

air quality, so I do think there is a direct relationship
there between this project and our intent to make our city

self sufficient, and create a well balanced portfolio of

predictable and affordable water.

CHAIR KRUER: So, you recommend a "Yes" vote?
 COMMISSIONER HUESO: So, I recommend a "Yes" vote.
CHAIR KRUER: Thank you; sir.
COMMISSIONER POTTER: Thank you, Mr. Castro.
CHATR KRUER: Commissioner Potter, as the
"seconder", would you like to'speak to the motion?

COMMISSIONER POTTER: Sure, I'll try to speak to

the condition, itself.

I want to telk,.just for e second, about my level
of comfert with being the "seconder" of this motion, and I
will talk‘specifically to what ﬁirector Douglas talked about
for ‘a moment, which was what is the level of reduction in
gases that are g01ng to go into the atmosphere, as a result
of this project? And, I am comfortable that what is before
us.today, in this GHG plan, does comply with Special
Condition 10, thet the measures that are provided through
this will provide enough reductions that are certain and

verifiable, and would reduce to zero the impacts of this

: PRISCILIA PIKE
30672 WHISPERING WAY Court Reporting Services TELEPHONE

OAKHURST, CA 93644 mtnpris@sti.net (559) 683-8230



—t

© ® N O 0 A~ W N

—
=)

11
12
13
14
15
16
17
18

19
20

21
20
23
24
25

152

project.

And, you know, there is 6ne element that I am not
overIYICOmpélled by, but I do.think that there is Significant
investment into énergy reducing portions of this project that
make a difﬁerenée; ‘The commitment to the use of solar seems

kind of weak to me. What it gsays is if it is economically

 feasible over the life of the project; then we will do it. I

would prefer to see it done, period, because I do think it is
a viable source of energy that would be appropriate for this
prbjéct. _ .
'7 The reforestation plan, I think that is a good
idea. There is, cerﬁainly, guantifiable return on that
investment, aﬁd if thére is another fire, there is another
fire, but that is not an issue before us today.

" And, in_the pupchase of offsets, I think makes a
difference. There is.a propoéal as part of this, that there
be; at least, third party providers-who-would be verifvying,
quantifying, through annual reports to this Commission, the
viability:andasuccesées of those purchases, and I think that
is an appfopriate wa? to verifyfthe;succesS of that intent.

And, then, finally, it does seem to me that the
carb process is going to‘require, you know, public review and
the aésociated findings, and I think it is feasibility,
equitability, and cost effectiveness, something like that,

but I think‘those are reasons why, specific to the GHG
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portion of this -- which is Spécial Condition 10 -- that is

why I have a level of comfort with what is before us, as

_propbsed}'énd the motion, itself.

CHAIR KRUER: Thank you, Cémmissioner'Potter.

Cémmissioner Reiliy. _ |

COM]!ISSIONER RETLLY: Thank you, Mr. Chair.

I was going to aék for some additional comments_by
one of the folks who testified, and then offer -- I.have a
couple of questions about the motion, itself.

CHATIR KRUER: Sure. A

COMMISSIONER REILLY: The gentleman from CCAR, the
registry, I think you weren't quite able to complete your
comments within the three minutes that we gave yoﬁ, and
assuming that you don't have too many more minutes, I think
your testimony wasicertainly pertinent to the issues before
us, and I would like tb hear your concluding comments.

MR. LEVIN: Okay, suré, and I was pretty close to
done. I just wanted to talk a little bit about supply. I
know that haé been an issue that people talked about, whether
there would be -- - |

CHAIR KRUER: Your name, for the record, please.

MR. LEVIN: Sorry, Joel Levin, with the California
Climate Action Registry.- _ |

So, what I was summing up to say is_that we

currently, the reserve program that we track and register
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'greenhouse gas reduction projects has been operational for

- just a couple of months. We currently have two project

regiétered, with about 200,000 tons of credits issued. We
have about another 5 in hand that we are reviewing, and about
another 25 that I have been actually talklng w1th developers
and expect to be delivered over the next 6 to 12 months, or
so. |

So, just in terms of projects that I am aware of,
conservatively, we are expecting to have about 1.5 million
tons, or so, by next year,_and about 5 million tone
regietered by the end of 2012. So, the kind of volumes that
you are talking here with this projeet are, actually, fairly
minor, in the scope of our program. Unless our program is,
you know, a complete failure,‘the volumes we are locking at
are much greatef than what you would need for this.

But, I wanted to say that I don't think supply
would really be an issue.

COMMISSIONER REILLY: So, just to be clear, what

.is CCAR seeing as thelr preferred relatlonshlp relative to

Poseldon project before us?

MR. LEVIN: A preferred relationship? Well, what
we understood was the staff proposal was to, essentially, say
that they would buy -- to have an account on the reserve, and
then they could negotiate purchases with project developers,

and those would be tracked through the reserve, and then they
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would buy them and retire.them,'and that would be publicly
visible. | -
So, that is sort of how we operate. It is,

essentially, it is a banking system where people can register

projects, and then we_tréck trades of those credits and

verify them.

COMMISSTONER RETLLY: so, it is both sale and
verification? |

MR. LEVIN: Yes, we don't get involved in the
financial transactions -- | |

COMMISSIONER REILLY: No, that 's right.

MR. LEVIN: -- but, we track ownership of the --

COMMISSIONER REILLY:_ Fine, thank you.

. MR. LEVIN: -- and it is all very public visible.

COMMISSIONER REILLY: Thank you. |

MR. LEVIN: Yes.

COMMISSIONER REILLY: Staff had mentioned that the
air quality board and CCAR and CARB had all indicated support
for having tﬁe;verification be part of their process, as
opposed té somé othef process. It seems like a lot df the
same agencies, along with State Lands. |

And, I would also say Lieutenant Governor
Garamendi, who I have tremendous respect for, is also sort.of
saying that they see the argument that Poseidon should, in

fact, get credit for the energy saved in the MWD imports.
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So,;it_seems_like'they,are agreeing with you on one ﬁdint,_
and théy,are agreeing with them on the other point.

| I am sympathetic on alléwing these credits, but
what I am not clear about, in terms of the motion befére-us,
as opposed to CCAR or CARB verification, is under the motion
before_us, who actually_does the vérification on -- who does
the'vérification, you know, in a publicly transparent way,
under the current motion before us -- |

EXECUTIVE DIRECTOR DOUGLAS: _We have --

COMMISSIONER REILLY: -- and I --

EXECUTIVE DIRECTOR DOUGLAS: -- no idea.

COMMISSIONER RETILLY: Okay.

EXECUTIVE DIRECTOR DOUGLAS: And, that 1s one of
the problems, that we don't knéw what it is that you.are
going to be adopting here, if you adopt this -- |

COMMISSIONER REILLY: Yes, why don't you take a
shot at that. 7 | ‘

EXECUTIVE DIRECTOR DOUGLAS: -- unless it was
changed. | ' _ |
: | MR, ZBUR: There are two separate ﬁrovisions that
are part of the motion, and they are sort of getting muddled
a but, so 1f I could sort of take one at a time.

One provision in thé Poseidon proposal, basically,l
allows for Poseidon to opt in to offset programs that may be

developed by government agencies, like the AQMD, you know,
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the.air-districts, and:we-did have SDG&E en that. We don't
have aﬁy problems taking SDG&E, ‘and jﬁst‘limiting'it to the
ailr districts on that plece of it.

COLIMISSIONER REILLY. I think staff's problem was
the court of all of the governments, because they didn't know '
what that meant. | |

MR. ZBUR: All cof the goVernmehte, I mean we,
bagically, want to make sure that, you know, that basically
government superv1se thelr programs, but if you wanted to &
11m1t it to the -- you know, we think the ‘most likely folks
that will do it will be CARB probably the South Coast
District air dlStIlCtS, will probably be the most likely ones
that will develop them, 1f they do, soon.

' So, that plece crossed, is really just something
we thought that if ‘it is a government supervised program, we
should be able to opt in. That is probably better
verlflcatlon than anythlng else. So, that is one piece. We

don't have any limits. We don't have any concerns, and could

take out the small governments, the SDG&E, if you would like.

The other piece, which is a separate provision, is
that the staff's proposal would reQuire that all of ocur
purchase of credits be run through, or purchased through

CCAR. We have no problem doing that. We think CCAR is a

‘high quality entity. Our concern is, as YQu have heard, is

that it is simply that we are going to be subject to this for
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the next 30 years;'and then next 3 or 4'years, we don't know
how fast things ére going to be moving, and we need to be
able to buy the credits that we need, and in fact we are
going to be buying some cfedits up front..

' 80, we are just concerned that there may not bhe

énough credits from CCAR, and what we have asked is'that,'

juét like CCAR, we would be abie to buy credits that are rﬁn
through other entities that are doing the same thing as CCAR,
and those three other entities are all entities that are part
of offset quality_initiative, and we can provide more
information about that, if'you would like.

COMMISSTONER RETLLY: My interest is, not only in
the acquisition of credits,‘it is also the verification of
reductions --

MR. ZBUR: The way our proposal works is that
basically, all of them would have tb be run through one of
those four entities, and we are happy to have CCAR to.be the

main one, so long as we can get credits that are sort of at

. the market price through CCAR.

But, it would be run through those'entities, and
we would, at the end of éach year -- I mean, there are time
periods in our plan, but that basically, there are two things
that have to happen. One, we have td sort of have CCAR
emission factors to meésure the emissions from our -- that

are going to be offset, and once the emission factors are
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available, we have to, within a certain amount of time;'
submit a report that says what needs to*be offset and at
that point demonstrate that we have prov1ded offsets.

We can do the annual report that would ba51cally,
show what our emissions are, what our offsets ate. We would

have to show that it was run- through one of those four

programs, and we have to provide documentation that they were

verified-throﬁgh one of those four programs.

COMMISSTONER REILLY: All right, and don't go
away. ._ | |

Is that any olearer for staff, then it has been in
the past? does staff want to comment on that?

ENVIRONMENTAL SPECIALIST LUSTER: Well, we still
have to call this a verification issue. _

CCAR has a very‘clear traﬁsparent verification
mechanism in place. We have looked into --

COMMISSIONER REILLY: What are these other three

entities that are listed there on the quality program?

ENVIRONMENTAL SPECIALIST LUSTER: The Climate
Trust, the Environmental Reserve Trust, and I don't recall
the other name, right off hand. They each have their own
different protocols, and don't appear to have independent
third party verification built into their processes.

We have Jjust found a little bit'out‘about them

through their web sites, which don't provide a whole lot of
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detail, but there is not énough for staff to assume that

those entities would provide‘the same level of verification

‘that CCAR would, and that is established in AB32 as being

necessary for state.programs. _

COMMISSIONER RETLLY: Well, lét me ask this of the
applicant, then, would Poseidon be will to accept the B
réquirement of going through CCAR unless you can come back
and demonstrate to the executive director that that is
infeasible because.they just don't have the credits, or they
are not available to ybu?

MR. ZBﬁRz Yes, I mean, really the key issue for
us we are worried that we are not going tc have encugh
credits, and we would actually like that the infeasibility
issue be focused in part on whether the credits are available
at a generally domestic market price, and if is -- you know,
if we can show that it significantly exceeding that of going
through CCAR, we would like to have the ability to evaluate

COMMISSIONER REILLY: Through CCAR unless you come

~ back and get an "Okay" then? can you live with that?

MR. ZBUR: Say that again?

COMMISSIONER REILLY: It is CCAR unless you come
back and get an "Okay" for mediation.

MR. ZBUR: Yes, we are fine Qith that, and we

would just like the criteria to take the cost into account .
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. COMMTSSTONER RETILLY: A1l right.
And, what I am also hearing is that we modified

your other language about local governments, and stuff, you

‘are staying with?

MR. ZBUR: That is accéptable, as wéll. We would
like to have the majortair-districts and CARB included in -
that. |

COMHISSiONER REILLY: Mr. Chair, that cleafs up a
couple of things for me, thank ydu..

CHAIR KRUER: Thank you, very much, Commissioner

Reilly, For those questioms.

Commissioner Burke.
COMMISSIONER BURKE: First of all, let me try and
help out the discussion between Commissioner Hueso and Mr.

Douglas.

‘What one was talking about was particulate matter,

2.5, which is a particle in the air which is small enough to

transfer to your blood vessels, through your lungs, when you '

are breathing} and go into your blood stream. The other was

a gas which goes into the air, and causes diminishing of the
air quality; in that manner, so they are totally two
different things. And, one. is a regional -- one is a very
localized, and one is a regionmal, régional problem.

And, I don't think thét this project should be

penalized because they are facing a problem that is an
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internatiohal problem. First of all, we are asking them to
go out and buy credits, at the best known institution that we

can find. Well, there is no plaée the W6r1d -~ forget the

‘United States of America -- in the world, because after this

project came along, I asked them to go to the South Coast Air
Quality District, aﬁd they did that. They met with the
people out there. fThe guys went through their whole plan,
and found it to be acceptable. So, when.they made the
briefing to me,'my question was if these people who are
verifying these credits, are not government organizatibns, oxr
government licensed, how do you know that this Cxedit is not

from some guy in the small village burning a fire in front of

his hut, and selling air credits by putting the fire out?

So,. he looked at me and said, "There is no way .
that YOu can khow that.™ '

So, but that is not our job, and that is not what

is before us today, but that definitely has an impact on any

project that we are going to consider, which has, as part of
its mitigation, the purchase of air credits, pollution-
credits. |

_ | So, I think that what staff is trying to do is
admirable, but I don't think it is doable. So, I am going to
support yours and Commissioner Hueso's motion, to go ahead
and gét this done in thié manner.

CHAIR KRUER: Thank you, Commissioner Burke.
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Commigsioner Wan.

COMMISSTIONER WAN: Yeah, I just want to deal with,

maybe just three or four issues, very'quickly.

The first one deals with the issue of what the

~amount of credits we should be dealing with, and that is the

‘replacement water issue. Poseidon says that this will

directiy replace water, and therefore they only need to
offset the net energy -- and we are talking about the”energy
offsets here ﬁor:that replacement water.

Ffom my pérspective, if'thére were conditions that
actually required.that'water be replacement water, and not

new water, I would agree with that, okay. But, there aren't

‘ any such conditions. There are promises, but there aren't

any contractual agreements, and therefore there is no

certainty that they will really offset this water from the

‘state water project. BAnd, as we have heard, in fact, it will

probably be diverted to other uses, and thét is not really, -
therefore an offset. ‘ _ ' '

And, therefore, they may noﬁ be reducing the
overall energy use for the state water pfoject, and that is'a

very serious issue, in terms of the amount of credits that

- they need to . have.

Therefore, from my perspective, this needs to be
dealt with by either providing the pfoof.' If you can provide

the proof to us that is fime, but if you don't then we need
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to deal with this the way the staff is recomménding.
There is a secbnd'issué, major igsue, for me, and
that is this, quote, opt out -- what I can an opt out

provision, where they are allowed to pay just'$10 per ton --

‘rather than doing what we have all been talking about. If

they are ailowed to retain that opt out provision, that is
the cheapest way to go, and theylare going to do that, and
you are goiﬁg to seé a token replacement here. You are not
éoing to see real replécements. " And, I am not suré I
understénd why that opt out provision is in there, given all
of the other waYs, particularly after this discussion with
Commissioner Reilly, for them to make sure -- and that wer
make sure that they can actually buy these credits, why the
opt out provision? | ‘ '

But, there is one thing that is most important

_here, okay. Poseidon maintains that this is voluntary,

because they don't directly emit anything, and it is through

" their use of electricity that we are dealing with it, and

that we don't have the authority to require this of them.

That is a very dangerous path for this Commission to go down.
| | Section 30253 (4} requires that new'development

minimizes energy consumption. That is directly on point to

what is happening here. We are talking about energy usage.

. It is not talking about direct emission, it is talking about

“enérgyrconsumption,'and 30260 requires that all impacts be
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: fully.mitigated. It does not exempt energy consumptioh

impacts from that.

The two sectigns together give this Commission its
regulatory authority. To decide that this is voluntary will
set'én-unacceptable precedent'for all future ?rojects that
need greenhouse gas emission réductions., If you‘find that
the Coastal Act does not allow us to require greenhouse gas

mitigations, regardless of what plan you .adopt, whether you

go with the applicant's plan, or not, please don't undermine

our long term regulatory authority by saying that this is
voluntérY( Because, if You'say it is voluntary here, and
that we don't have that authority, then it is voluntary with
everything else, as well. _ '

_ And, you don't need to do_that, to even agree with
the applicant's plan,'and I.think that is a very, very |
important thing for everyone here to remember, relative to
this Commissidn's regulatory authority.

COMMISSIONER REILLY:  We11, Mr. Chair, just
quickly, is there anything;in.the motion before us that would
restrict or effect the Comﬁission's jurisdiction? And, I asﬁ
cpunsél to'respond to that. ,

COMMISSIONER WAN: Can I answer that question, in
fact, there is, because in this --

COMMISSIONER REILLY: Either attorney can answer

'it, so that is fine.
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COMMISSIONER WAN: Let me answer, and then the
attorneys can answer, because this was my question, my issue.

Let me.tell you that in here, which we.haﬁe asked,

according to Commissioner Hueso's motion, we adopt this in

its entirety, there1are statements in here about it being

voluntary.
| COMMISSIONER REILLY: Where?
CQMMISSIONER\WAN: First page.
If you remove just the Wdrd "voluntary" that would

change it. _ _
' CHAIR KRUER{: Okay, well, we will hear from our
other counsel, now. ' _.

EXECUTIVE DIRECTOR DOUGLAS: Well, one of the
problems we have got -- as they are looking -- is that we

have not had time to review everything that, appérently, will

be adopted if this motion passes.

I was under the impression that there was nothing
in the motioh that would say this is a voluntary plan,.but
rather that this complies with the requireménts of the
Commission's condition for a Greenhoﬁse Gas Reduction;
Mitigétion Plan._'If I am'wrong, on that, please let merknow.

COMMTSSIONER HUESO: I agree with that.

.This entire motion is designed to comply with
Special Condition No. 10 .

EXECUTIVE DIRECTOR DOUGLAS: Right.
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COMMISSIONER HUESO: -- which is condition of

- approval of the project.

So, none of this is beihg stated as voluntary, but

‘rather -- and if there is ahy languagé that implies that this

is a voluntary fequirément, it conflicts with Special
Condition No. 10, so; if there are some comments regarding --
because I know tﬁere were some comments here with voluntary
offséts, but I think that doesn't get to the point of this
being_a voluntéry'mattér. This entire plan is specifically
designed to get to Special Condition No. 10 --

EXECTjTIVE DIRECTOR DOUGLAS : Right.

COMMISSIONER HUESO: -- and I think in its spirit
and intent, it does that.

' CHAIR KRUER: Commissioner Potter.

EXECUTIVE DIRECTOR DOUGLAS: And, as far'as we are
concerned, Mr. Chairman,‘the maker of the mofion having
clarified that, i1f that is agreeable with the "seconder" then
that is the way the motion, if it is approved, will be
passed, and we will make whatever adjustments have to be made
to, in fact,‘reflect that. | l | ; 5

CHATR KRUER: I see both Commissioner Potter
noddihg his head, that he is fine with ﬁhat, and Commissioner
Hueso.

COMMISSIONER REILLY: Well, just to try to

complicate it a little.bit'further.
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I don;t think it matters if it is a voluntary
plan, 6r not. .They offered a.voluntafy.plaﬁ,-We codified.it
under Condition 10, and made it a requirement, and so it
doesn;t matter-whether'you cail it ‘a voluntary plaﬁ, or not.

| . The issue is that there is nothing -- we don't

want to have anything in the motion before us, to indicate

“that the Commission does not have the authority to require

measures above and beyond ﬁhat'they submitted.
| COMMISSIONER HUESO: That is precisely correct.
CHAIR KRUER: I think you are right, CommiSsioner
Reilly. |
Commissioner Pottef, you have no prbblem with
that, either, right?
éOMMISSIONER POTTER: No, in facﬁ, I concﬁr
exactly with what Coﬁmissioner Reiily just stated. I was
ébout to dé the same.
CHAIR KRUER:  Thank you.
_Okay, Commissioner Burke, or Commmissioner --
COMMISSIONER SCARﬁOROUGH: We'vé taken care of it.
CHATR KRUER}' It is takeﬁ cafe ofi

COMMISSIONER BURKE: Yes, we are doing a tag team

-over here.

T just wanted to report that I had an exparte,

just a few seconds ago, with Rick Zbur, because what I wanted

"to do was clarify the fact that if, in fact, a government
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~institution like South Coast Air Quality Management District,

did.orgéniZé a qualification unit, and license some one of
these companies to:sell credits that had been verified by a
government agéncy, that they would be willihg to do that.. He
said it was:already.in the proposal.
| So, that:is what my ex parte is.
'CHAIR KRUER: Okay.
Commissioner Thayer.
 EXECUTIVE DIRECTOR DOUGLAS: Mr. Chairman?
CHATR KRUERQ' Yes. _
'EXECUTIVE DIRECTOR DOUGLAS: Can I just clarify --
CHAIR KRUE#: Are you Commissioner Thayer?
" EXECUTIVE DIRECTOR DOUGLAS: DPardon me?
CHAIR KRUER: Commigsioner Thayer‘was going to
speak. |
EXECUTIVE DIRECTOR bOUGLAS: Well, he waé a little
siow. '
CHATR KRUER: He said that about you.
EXECUTIVE bIRECTOR DOUGLAS: He's been séying that
for 30 years. ' | |

CHAIR KRUER: Commissioner Thayer, do yoﬁ want to

- yield to Director Douglas?

COMMISSIONER THAYER: No.
CHAIR KRUER: No, so go ahead, Commissioner

Thayer, and then Directox Douglas.
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COMMISSIONER THAYER: Now?

CHAIR KRUER: Yes.

COMMISSIONER THAYER: - Okay, sorry, I just wanted
to clarify one émall point, and that is Commission Reilly,

earlier on made the discussion of some of the agencies that

had weighed in,'and had worked on the air issues, and the

offset issues, and as he pointed out, the Lieutenant Governor

did write a letter on that issue, as Ann Sheehan, another one
of éuf Commissioners, but the State;Landé Commission hasn't
yvet weighed in on that issue. N

| And, of coﬁrse, as you know, the Lands Commission
heard this last fall,'about the same time as the Coastal
Commission, and had almbst the exact same concerns,-and
directed that staff.return with additional information on, in

essence, both Conditions 8 and 10. We have worked closely

"with your staff, in that regard.

Our staffs have a lot 6f the same concerns and the
same analyses of these issues, and we will be reporting to
our‘own,CommiSQion on August 22, and so at that poiﬁt, the
State Lénds Commission wiil bé evaluating the same thing, and
the people with whom I almost have a firét name basis, at
this'point, inlthelcrowd,'will be there, as well, I am sure,
and we wili hear all of the same issuesg, again, and the State
Lands Commission willlfigure out what it will do then.

But, I wasn't sure whether Commission Reilly was
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inferring that the State Lands Commission had already weighed
in on this, and it hasn't, reall&;
CHAIR KRUER: Okay, anything else, Commissionér‘
Thayer, okay. - | ‘
Director Douglas, what were you going to say?

EXECUTIVE DIRECTOR DOUGLAS: I just -wanted to-

.clarifyt _
| There was some conversation in which Mr. Zbur
indicated -- in an exchange with Commissioner Reilly, I
believe it was ~- that they were prepared to just use only

ﬁurchase_from CCAR, unless the executive director approves
others,-in case there aren't enough available. 1Is that
incorporated into the motion?

CHATR KRUER: Yes.

COMMISSIONER HUESO: From my reading of the
motion, there is a Special Exhibit A where it talks about
priority acquisition and'vérificatioﬁ, and it talks about
CCAR or CARB, and I am fine with CCAR being the first choice,

and then having any other options available pursuant to’

_approval of the executive director, just so long as they have

the opportunity to look at other cost effective savings,

because, from my perspective, as long as we make sure that

the credits are purchased through a program that accomplishes

what -- | 7
EXECUTIVE DIRECTOR DOUGLAS: Okay, there are a
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COupie of issues, just to make clear, because We don't want
to come back and have an-argument over this.
_Poseldon would only purchase from CCAR, unless the

executlve dlrector approves other sources for acquisition

‘because they don t have enough credits available. That is

what I understood on that part of it.
' CHAIR KRUER: And, reasonably prlced Price was

one of the issues, too. 1In other words, if they_go to CCAR

~-- I am just telling you what they said, and-we agree or-

dlsagree, but I am just saylng they added a caveat on that

EXECUTIVE DIRECTOR DOUGLAS: ©Okay, but they would
have to come back -- _

CHAIR KRUER: Right, they would --

EXECUTIVE DI?ECTOR DOUGLAS: -- if they are going
to go‘to somewhere else,”they would have to come back and
say, "We can't‘buy the credits we need here, because of this
reason" -- | |

CHAIR KRUER: Right

EXECUTIVE DIRECTOR DOUGLAS : ——“therefore can we

go somewhere else.

CHAIR KRUER: Yes. ‘
" EXECUTIVE DIRECTOR DOUGLAS: And, if we have a-

dispute, it comes back to you.

CHATR KRUER: Right.
EXECUTIVE DIRECTOR DOUGLAS: 2And, then, the second
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question was, they would uée any programs adopted by any‘air
districts, by CARR, or CCARB and eliminate-all'of-the other
governmental entities, local. I heard.them say that, but I
wanted to make sure that that was included in the motion.
COMMISSIONER HUESO: That is fine. That is

acceptable. _
" . EXECUTIVE DIRECTOR DOUGLAS: Okay.

COMMISSIONER BURKE: - [ remarks off microphone ]

COURT REPORTER: Please use your microphone.

CHATR KRUER: On your mike; please.

EXECUTIVE DIRECTOR DOUGLAS: Weli, I thought they

COMMTISSIONER BURKE: Well, let's call them up aﬁd
ask that, because I want to get that clarified.

CHAIR.KRUER: Fine, Commissioner Burke; that is a
good idea. ' ' |
| Mr . Zbur, you heard what Director Douglas said.

MR. ZBUR: We are happy and it is acceptable to

‘have any major air district, or CARB and the South Coast,

either one of those is acceptable to us.
| CHAIR KRUER: Okay.
EXECUTIVE DIRECTOR DOUGLAS: That is included,

okay. _
CHAIR KRUER: And, the "seconder" they can adopt
that? |
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. COMMISSIONER POTTER: Yes.
CHAIR KRUER: Is there anyone else?
Director Douglas '

EXECUTIVE DIRECTOR DOUGLAS. Yes, thls is not

_relative to what is 1n the motlon. This is for. clarlflcatlon

because we are going to have to 1mplement this.

‘One of the opt out prov151ons does 1nd1cate that

they can opt out if the market is unstable for credits. And,

I don't understand any criteria for what is unstable, and

what.that means? If we could get some guidance, so that we

don'trend up being in an argument over that, because that ie
still part of the motion. |

| COMMISSIONER.POTTER: Mzr. Douglas,_as the

nseconder" I would be in support of knocking out the opt out

piece. ' I thiﬁk Eo keep buying your way into this does
nething for the environment. It is just paying for a sin.

S0, Irwould'support, or offer as the "seconder" if
the makerfagrees, that the condition is that the opt out
plece is eliminated. _- '

_ COMMISSIONER HUESO: I am okay with eliminating
it, Bﬁt I would ask that we include at.least some provision
for review -- ._
 COMMISSIONER POTTER: Bring it back here.
COMMiSSIONER HUESO: -- giveﬁ extenuating

circumstances that are beyond anyone's control, if we can
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have, at the executive director‘s discretioh, working with

the appllcant to determlne a condition whlch fits that Where

we can elther have the executlve dlrector make a recommendi

_atlon back to the CommlSSlon that we can act on.

I am just -~

- COMMISSIONER REILLY: Mr. Chair --
COMMISSIONER HUESO: -- from my perspective, I am

not interested in having them opt out of a requirement. I

"don't want that, at all, but giveh certalin circumstances, it

may be prudent to wait out a certain period, to purchase
credits that,either are at a more favorable rate,'or.I don't
khow, if the program ends, and if there is no substitute
pregram' if they were in transition in programming. I mean,
there may be a 51tuat10n in which it may render the applicant
in default, and we don't want to put this progect in that
situation. _

Mk.‘ZﬁUR= Mr. Chalir, would it be in order for me
to explain what the_proposal does, because I think a lot of .
the concerns would be addressed although I do belleve that
Mr. Douglas_is_right, that the opt out has a subjectlve
standard.

So, essentially, what it says is if there are

-market disruptions, or the price of offsets make the

compliance infeasible, we would have to come back to the

executiVe director, first, and he would have to make a
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determination that those factors occurred, and if that is the

" case Wé would be ablefto go. into the opt in program. It'may

be for a £emporary'period of time._ It may be for a iOnger 
period of time. It is up to the executive dirébtbr to ﬁéke‘.
that deteimination. 7 ., | |

: We are just worried about the fact if there are

not‘offsets on the market, as there have been many cases with

:othér‘offset markets. But, anyway, if there is a disagree-

ment, then it would come to the Commission. .

-’EXECUTIVE DIRECTOR DOﬂGLAS: That's right.

- COMMISSIONER POTTER: Exactly, this placing the
money into an escrow account, and then letting that account
sit there is perpetuilty, does nothing as far as zero
reductions. |

MR. ZBUR: I think the term of the escrow period
is subject to the Executive Director's determination, and if
there is a disagreement We would bring it to the Commission.

| So, this isn't something that is permanent, it
also has cbntingencies.g _ ‘

COMMISSIONER‘HUE§0= I'm fine with that.

COMMISSIONER POTTER: I am absoclutely fine with

it. _
CHAIR KRUER: Okay, we are fine.
Commissioner Shallenberger.
COMMISSIONER SHALLENBERGER: Yes, I would like to
PRISCILLA PIKE
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ask Joel Levin of thé California Registry to come up for just
a'question,.and that is that I am talking now about the
baseline.reasoﬁ,:which seems to be the‘othef major issue
before us} the disagreement between the éroject prbponent'and
thé staff recommendation. ' o |

If the Commissioner were.to‘request the projectfs

baseline be determined through the California Registxy, how

would you calculate that? how would it be dalculated?

MR. LEVIN: Okay, well, if you can bear with for a

~second, as I need to talk.a little bit about greenhouse gas

accounting rules.

There is, in international practice, all green-

‘house gas emissions are divided into Scope 1, Scope 2, and

Scope 3 emissions. Scope 1 emissions are direct emissions,
which in this project are very small, and hasn't really been

any discussion.

Scope 2, is indirect emissions from purchases and

- sales of electricity, and schemes -- there is no scheme here

-- so, Scope 2 emission would, basically be -- and this an
interﬁational sténdafd -- essentially, your purchases of
electricity, minus your sales of electricity, so that is your
net purchases of electricity; _

'  Scope 3 is all other kinds of indireét emissions

that go up and down the supply chain, and so, for example

~what you are talking about with the State Water Project, the
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way Ifunderstand that,_that would, essentially, be a Scope 3t
emission. | I |

In 1nternat10na1 accountlng standards, you keep
all three of those separately They are all s1gn1f1cant,
each_one of them is real, but.they are different. They‘are

apples and oranges, so youzoan't add Scope 1 and Scope 2

~together, or Scope 2 and Scope 3.

Under our program, we require people to report
Scope 1 and Scope 2. Scope 3 is voluntary. Some people
report certain aspects of their Scope 3, some don't.

_ So, if we were to calculate this, it depends a
llttle bit on what you ask for If you said youtwould like
the Callfornla Reglstxy just to. calculate the base 1ine; and
we'd like it to be their Scope 2 emissions, then, it would be
just that, it would be their net electxicity purchases;-which
is not to say that the emission reductions associated with
the State Water Project are mnothing, but it is a different
type of emission It is not something that we have a
calculatlon methodology for rlght now.

So, that would be sort of a policy decision for

~you, if you wanted to, to put those together, and math them

out, but in terms of the way we calculate, Scope 2 would be

just straight electriCity'purchases.
COMMISSIONER SHALLENBERGER: May I ask you one -

more question.
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MR. LEVIN: Sure. |
COMMISSIONER SHALLENBERGER: If I were to tell you

-- and we can talk later about Whether it is true -- but, if

- I were to assert that this project comlng onllne w111 make 1no
‘difference in the exports through the State Water Project l

‘into the Metropolitén Water District, how would you then

calculate that, in this project?

MR. LEVIN: Well, again, we don't have a protocol
for that. It is not something -- the way that we operete.is
we develop accounting stahdards through a big public proceés,
with a.working group, and we will establish rules for how you
measure a specific source. To look at what are the emissions
associated with water from the State Water Projeet, we just
have never tackied that, so I am not eveﬁ sure'I cQuld ansﬁer
that. |

COMMISSIONER SHALLENBERGER: Okay, thank you, I
did want to address that.

_ As my fellow Commissioners know, I worked in water.
pqlicygfor 15 years, began with the Peripheral Cenal Bill
pessiné the legislature, and ditch ditch, and many bonds,
right up and including the current proposal about

alternatives to the delta, and there has been a lot of talk

‘about the use of the words gross-Versus net, which I think is

a bit of a smokescreen as opposed to what is really going to

happen here.
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The State Water Project is over contracted, and_

" when Metropolitan Water District says'it is not fully built

out, that is absolutely'true, and nobody would disagree with
Ehat, nor will itlever.be fﬁlly buiit out.. it was'é grand
coﬁcept,'and'it didn't -- there was no understanding ét.the
time of.what-the_impact'of the State Water Project and the
Central Valley Project would have on the delta. The delta is
now in a state of ~~ and I don't think anybody would disagree
that it is in a combleté state of deterioration, and we aré\
not. sure —--nobody is actually sure that it can be Saved.
There are actually three different alternatives

being floated now for ways to save.it}'but none of those

~alternatives include fully building out the State Water

Project. .

So, the Metropolitan Water District -- and these
are round numbers, so if somebody ends up going to court, you
are going to have to look it up on your own -- but, the.

Metropolitan Water District, I believe, has contracted for,

;approximately, 2 million acre feet of water a year. I don't

believe they have ever gotten more than 1.7 million acre

feet, and it has gone down way below that in times of

drought.

We have heard a lot of statements about being in a

time of drought, and we are. I absolutely agree that we need

~to have a broad portfolio of new water sources, and
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desaiination is one of them, and this pfoject, absolutely,
should be one of the pieées in thé.poﬁtfolio for incréasing
reliabiiity of water, but if'it were to go online tomorrow,
and have mékimum productions, it would not reduce the amount
of water being pumped through the State Water Prbject into
the Metropolitan Water District,'aﬁd yes, that is ovér the
Tehachapisg, and no it would not have to go through an EIR
review, because that is contracted water.

The_Metropolitan Water District has a contract for
that water, and every year they go through how they are going ,
to distribute that water within their jurisdiction, which
includes selling it to San Diegd.

So,‘I have to commend staff, our staff, for what I
understand working very constructively with both the Energy
Commission staff and the Air Resoﬁrces staff. The first
letter we got from the Energy Commission, dated July 18, was
very clear and constructive and told us‘where it needed to be
strengthened.

Eleven daYs later we get a letter which is about
as mealymouth as a state agency can be. Thisris a Governor,
an administration who has claimed AB32 as the most strongest
legislation in the coﬁntry. He has gone abroad, he has gone
to Germany, he has gone to many places, and California is
leading on what we are doing about climate change. '

And, then, the first big-pfoject to come before
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us, happens to be before the Coastal Commission, it is going

to have_a'huge impact on ciimate change,. and we get letters

iike'this from the Air Resources Board, who we know staff has

‘been working cbnstructively'on real substance with our

staff.

But, as I read these, none of them, including the

Deputy Diréctor of the Department of Science, who admits the

State Lands has not had a hearing on this yet, but

~apparently, already has an opinion on it, none of them --

actually, they are very careful about how they word this.
They talk about it should only be the net greehhpuse gases
that are taken into account. None of them say that there is

going to be a reduction of State Water Prbject energy use to

‘pump it over the Tehachpis.

- Metropolitan Water District is going to, and needs
to, and has a right to take-all-of the water that is
available to them out of the delta.

This project is going to increase reliability. It

'is going to increase, kind of stop the ebs and flows of

drought, and time of plenty.

So, I really, on thé baseline,'ana here is -- now
I am getting to the problem, is that we have a 32-page
redlined proposal that comes from the project proponent,
which I got this morning, I admit I have not read, and

therefore the motion that iS'before'me, I don't know what it
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does with this baseline.
So,'nowfi.am going to.turn to staff and say with

the motion that is.béfore us, and-with'your understanding of

the amendments that‘have‘béen made to it,_with having to do

with the Registry, what else is different_between your
proposal for a motion, and the one that is before us, because

I am going to need to vote on this without having actually

" read the proposal that is before_us;

ENVIRONMENTAL SPECIALIST LUSTER: Staff's

understanding, addressing your concerns as I understand it,

one of the main differences,lis that PoSeidon refers to the
state water offset as a'project related méasnre that is,
essentially, automatically included in calculating where it
starts for its net emissions; |

And, so;-although CCAR would -- it would work ﬁith
CCAR to get agreed emission credits in placé, the issue of
the State:Water Project would not be included in that review.
That is staff's understanding, just having briefly read
throuéh the plan_we‘received this morning.

COMMISSIONER SHALLENBERGER: Well, it is funny,

because our critics say, you know, you are specialists in

greenhouse gases, and you are not‘specialists in climate
change, and the Air Resources Board is the specialist, and
Assembly Bill 32 put them in charge for determining things

like this, and yet we are about to, perhaps, pass something
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which says that we are, in fact, in a position to know what

'the-baseliné is.

So, I would like to urge my fellow Commissioners
not to approve the resolution, as it sits before you, because

of the baseline calculation, which we are not in a positiom .

_to foreclose the Air Resources Board making their own

determination. _
CHATR KRUER: Commissionér Scnrborough.
COMMISSIONER SCARBOROUGH: - Yes, thank you.

' Talking_overarching, I agree with Cqmmiséioner
Shallenberger about the importance of adding desal to the
portfolio of the water supply. Getting to the elements of
baseline,ryes AB32 staff have worked together at many
different levels. |

What tne new letter from the Energy Commission
describes is a further understanding with further meetings --
and the executive director was here this morning, I am sorry
you weren't'able to ask her further questions, Ms.
Shallenbergef, when she was here, but she tried to,desgribe
in her letter the bettef understanding of, perhaps, is the
glass half full; or is it half.empty?..

' The concépt of net or gross has been wrestled
around through CARB, through the CEC, through the Resources
Agency, thronéh'many, in fact, as I know in here with many of

our staff.
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_ In‘essence, what T understand from a Resources

.perspective -~ indeed, we are arguing within our family as
well -- is that, yes, Met will continue to receive that

‘water. They are not going to turn the state tap off. Other

projects that will then need to use that water wili’have to
go through a process by which they get the okey to use that

water.. And, it is that new project that will then haVe to be

in compliance with CARB and APCD, or whatever local district,

on their greenhouse gas emission reductions for that project.
So, therein lies the neutrality of the 100;'with
the charts of 100 and the 25. So, net versus gross is pretty
clear that the impacts on the increase of the 56,000-feet ‘
that they are providing, that is what they are reducing.
So, from a Resources Agency pexspectivé, from
CARB; naturally, it still astonishes me how people refer to

AB32. Yes, it was a bill, you understand that, Commissioner.

: Shallenberger, and it got signed. The implementation of that

bill is still being done.
| It was noted by several local speakers that just

1astlweek some of the documents had hit the street. It is

not final. It is not approved,' A scoping plan is out for

public comment. You can't refer to AB32 as having guidelines
by which a project will have to mitigate, yet, it will, and
that is why, therefore, a sister agency, as CARB, should be

adjoiﬁed-to this, which it is. CCAR, CARB, they are all a-
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collected family, of which you are joining by approving this

mltlgatlon plan that has CARB connected to it.

So, Resources Agency, for one, agrees that the

.project-mitigation plan as an overall water supply portfolio

expansion completely supports the concept of it going net

as justlfled in the letter attached from the Energy

_Comm1551on, and the ARB.

CHAIR KRUER: Thank you, Commissioner Scarborough. -

And is that -it, before I call for the motion? o

I'm sorry, Commissioner, do you Want to go again.
No. I am going to wait until last, just so We don't'get into
a debate here. | _

COMMISSIONER SHALLENBERGER: Yes, I just wanted to
respond that either this is water,being freed up for new
development, or it is not. 7 |

It is my understanding, given the condition of the
Metfopolitan Water District's water supply, that this isn't
for new development, and I agreed with people who said that
it was not growth inducing. They don't have enough water. for
reliable Water source, given what is'already on the ground.

So, When I hear the Resourcee Agency saying that
it will have to go through, get arpermit for new developnent,
now I am hearing that it is new.development. So, I don't |

believe that is true. I don't think it is, and if 1t is not

-due to new development, there will be no environmental
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review, because it is already contracted for.

My question to staff is, given that we are not

working off your motion, is thefe a way to have this baseline

issue addressed by the agencies, state agehcies,-who in fact
efe'recegnized as_ﬁhat is their expertise, not oﬁre,.rather
than us foreclosing that now? '

ENVIRONMENTAL SPECIALIST LUSTER: My initial
suggestion, as you heard earlier from the CCAR represeﬁt-
etive, of the different, three different'forms of.emissions,
if'the.Commissibn required CCAR to evaluate all Scope 2 and
Scope 3 forms of emissions from the p?oject, that would allow
CCAR to review the state water project offsets, ahd to see
whether they meet various criteria. |

.EX.ECU'I'IVE DIRECTOR DOUGLAS: I think that the most
important element of that is since we have a real difference
of opinion here, on what the baseline is,'end we agree with
your analysis of this, to have a credible independent review
of what the baseline ig, if you could ask CCAR to look at the
category 3 -- I know they don't ﬁeve any protocols yet fer
that, but at least they have got the expertise toebe able te
look at that and.determine, in their best judgment, what they
think the baseline might be;: You could look at that as an
alternative.

COMMISSIONER SHALLENBERGER: And, if there is an

‘amending motion to do that, would the project proponent

PRISCILIA PIKE

39672 WHISPERING WAY ' Court Reporting Services TELEPHONE
OAKHURST, CA 93644 _ minpris@sti.net _ (559) 683-8230



N

© o ~N o & s~ W

11
12
13
14
15

16

17

18
19
20
24

22

23

24

25

228

probably come forward and say'this.is going to cost time, and
delay?
" EXECUTIVE DIRECTOR DOUGLAS: Well, you could

approve the plan today}'which would get you passed that issue

.of prior to issuance, with a provision, a proviso, that you

‘have the baseline'detefmined‘by CCAR, and that if they have a

dispute with what that méans;hin terms of feasibility or

costs, again they could come back, and you could authorize

- them to come back for an amendmehti if they wish.

CHAIR KRUER: Okay, I am going to go to
Commissioner Lowenthal, and then I will address this last
idea of ?ours, Director Douglas.

Commissioner Lowentha1.

COMMISSIONER LOWENTHAL: Actually, was wondering
if the applicant -~ looked like the applicant had a respon$e
to that! Would that be appropriate, on the baseline being
described by CCAR, would that be appropriate, just to hear
what his response would have been? from Mr. Zbur?

CHATR KRUER: You can do that. |

COMMISSIONER LOWENTHALE May I ask Mr. Zbur to dot
that? - |

MR. ZBUR: We would not_like that. We would want

it to be clear, as I think the ARB letter said, that it be

the net approach, which allows us to automatically reduce the

water that is foregone from the State Water Project, so we
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would actually prefer that therplan'be adopted, as the motion
would do. ' - |

COMMISSIONER LOWENTHAL: Okay, and I also wanted

to just make a cOuple of comments regarding the imported

|| water from the State Water Project.

_ I think we all understand that‘Metropolitan has a
contract‘for the amounﬁ that it does take annually, and I |
don't look to creating additional facets to water portfolios
necesgsarily as a 1:1 trade. T think, in the reality of a lot
of.what is going on with water in our state, drought being
one of them, it is difficult to make that 1:1 assumption if
there are 100 units of water produced by the'desai project,
that 100 units would be reduced in terms of imported
supplies. | _

I think what we are seeing in communitié$ across
California, we have been seein§ this for many, many years,
separate from various contamination issues, so where they may
have had ground water reséurces in the past, they actually
take greater impor?ed supplies, and:so thaﬁ ends up upsetting
this 1:1 offset that we may expect when we add new faéets;to |
the portfolio. 7' 7

So; I understand the difference in the total
landscape and what has changed, and why. . For instancé; watér
imported into San Diego may continue at the same level, or

into other areas, one accounting for increase in population,
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not necessarily inducing the growth, and two, accounting for

‘any changes in local portfolio-that_need to take place

‘because of their need to address any contamination issues.

And, so, I just wanted to make that remark, and
also mention thét I ém a board merber of the MWD and am‘very.
familiar with théirroperations, and do understand the
challenges'that'mémbers.of the audience and.cOmmunitiés may
experience when it comes to looking at why we continue to
take the same amoﬁnt_of contractual water annually.

i But, I-think it is a little bit more complex, than
the 1:1 offsét.Wé would expect from every project.
| CHAIR KRUER: Thank you, Comﬁissioner Léwenthal.

I'll go to Commiséionér-Thayer, then myself, and
then I am going to call the gquestion.

 COMMISSIONER THAYER: 1I'll be brief.

I wanted to réspond, in connectioﬁ to the question
about Ms. Sheehan, one of my Commissioner's letters. i think
she does a good job of speaking two different voices here.

Qne of them, she speaking as a rep:esen;ative of

the administration, and advocating that the approach taken on

‘the replacement versus additive questions for the water

offsets is something that the Commission, this Commission,
the Coastal Commission, should feel satisfied with the permit
conditions -- not a State Lands Commission issue. In the

next sentence,. she gets onto the State Lands Commission role
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that she has, a separate one, indicates she will be

considering this matter further; before she acts as a

Commissioner.

So, I think; her letter reflects knowing a lot
about the project fot her work as a State Lands Commiésioner,
but she is speaking as a 6fficia1 who 'is not a State Lands |
CommissiOnér, in.thié letter.. ‘

CHAIﬁ KRUER: Okay?

COMMTSSTONER THAYER: Yes, thank you.

| CHAIR KRUER: Thank you.

Yes, I would like:to just say thét at this point
in time, this project has been before us quite some time ago,
and before that, and I think it is time to move forward today

with this motion. I have heard a lot of testimony, some

‘things got cleared up, like voluntary} that I had issue with,

thbse,words. ‘But, I am concerned that we move forward today,
and takeré decisive.action on this. .'

_ '_In'iistening to the testimony of all of the
peop;e, today, it-was.excelient, but l;stening to the.
reguiatory égencies,.that are going totbé'résponsibie for
AB32, at this jﬁncture, oﬁ an approved project like this, I
have.no problem undeistanding, from my own perspeétive, that
there is the net versus the growth.

If somebody is going to.spend $300 million on a

pfoject, and it goes under the old "no good deed goes
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unpunished, " they should get some credits. And, what happens

_is-AB32-comes_along,-which is fine, et cetera, but if you add

-- I_donit want to have happen -- the support, in this case,
of the staff recommendation because if you did that, and

added -- the testimony was giVen that the mitigation plan

went from $55'millien to $121 million -- and it disn't just

$is a ton, or some of the.numbers YOu'had.

The infrastructure costs of pﬁtting all of that
money'up front,génd putting all of that money that vyou have
to amortize over a period of time, those are the things that

create very big difficulties, that.delay projects, and that

makes them, Sometimes, infeasible. You just can't add $50 or

$60 or $70 million to a project like that. The capital
markets won't allow it. |

And, 1in this case,;there is a good participation
between the private sector and.the.publie sector, and I think
there has been a lot of testimony that now is the time. I
think I have heard enough about that the plan is fiexible,
good, fair, and equiﬁable. : _

And, it is always goed tolhear from Mr. Simmons.
I think he is one of the most astute men in law today, that
has-for S0 many years been in water, et cetera, and his

testimony was very important to hear that today, along with

Dr. Cook, and others.

So, with that we will move on.
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The maker and seconder are asking for a "Yes"

vote, and Clerk, would you call the roll, please.

SECRETARY MILLER: Commissioner Achadjian?

COMMISSIONER ACHADJIAN: Yes.

SECRETARY MILLER: Commissioner

COMMISSIONER BLANK: Yes.
SECRETARY MILLER: Commissioner
COMMISSIONER BURKE: Yes.
SECRETARY MILLER: Commissioner
COMMISSIONER LOWENTHAL: Yes.
SECRETARY MILLERQ Commissioner
COMMISSTONER HUESO: Yes.
SECRETARY MILLER: .Commissioner
COMMISSIONER KRAM: Yes. -
SECRETARY MILLER: Commissioner
VICE CHAIR NEELY: Yes.
SECRETARY MILLER: Comﬁissioner
COMMISSIONER POTTER:  Aye.
SE¢RETARY‘MILLER= TCo_mmissioner
COMMISSIONER ﬁEILL&: Yes.

SECRETARY MILLER: Commissioner

COMMISSIONER SHALLENBERGER: No.

SECRETARY MILLER: Commissioner

COMMISSIONER WAN: No.

Blank?

Burke?
Lowenthal?
Hueso?

Kram?

Neely?

Potter?
Reilly?_
Shallenberger?

Wan?

SECRETARY MILLER: Chairman Kruer?
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CHAIR KRUER: Yes.
SECRETARY MILLER: Ten, two.
CHAIR KRUER: Ten, two, the motion passes, and the

Commission hereby finds that the Compliance Plan entitled

' Carlsbad Seawater Desal Plant Energy Minimization and

Greenhouse Gas Reduction Plan, prepared and submitted by the

" permittee, Poseidon Resources, Channelside, LLC, dated August

6, 2008, is adequate and fully implemented to comply with the

Special Condition 10 of the Coastal Development Permit

"E-06-013,

We are going to take a break now, a 10-minute
break.
[ Recess &

Item No. 5.b. Condition Compliance

Marine Life Mitigation Plan ]
CHAIR KRUER: Is everybody ready to go? Director -

‘Douglas, are you all set? Okay.

EXECUTIVE DIRECTOR DOUGLAS: We are ready to

proceed, Mr. Chairman, if you are.

| CHAIR KRUER: And, that is what we are going to
do, Director Douglas, go to 5.b. '
EXECUTIVE DIRECTOR DOUGLAS: Tom.
ENVIRONMENTAL SPECIALIQT LUSTER: Okay, thank you,
Chair Kruer and Commissioners. This next item is Condition

Compliance report for Poseidon Resources proposed Marine Life
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