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(Los Esteros Phase 2)

L CONTACTS WITH PARTIES AND AGENCIES

In response to the Committee’s June 17, 2005, Notice of Evidentiary Hearing,
Staff has contacted the other parties. It has spoken with representatives for the Applicant
(“Calpine”), Bob Sarvey (representing CARE), and Marc Joseph (representing CURE).
In addition, it has contacted both the Bay Area Air Quality Management District
(“BAAQMD”) and U.S. EPA. Mr. Sarvey will be participating in the hearing as
described below. Mr. Joseph stated that CURE will not be participating.

1L. ISSUES AND WITNESSES

In its June 21, 2005, letter to the Staff, Calpine indicated that there were three
unresolved issues pertaining to the Final Staff Assessment (“FSA”). These involved
specific Staff-proposed conditions regarding Air Quality, Worker Safety, and a General
Condition regarding power plant security. Mr. Sarvey also indicated that he is interested
in participating in the hearing regarding Air Quality and bicycle trail repair measures.
The nature of the issues between the parties, and the witnesses necessary for the hearing
to resolve them, are discussed below.

A. AIR QUALITY

Calpine indicated that it would be filing testimony regarding Staff’s proposed
condition AQ-SC11, a condition that would require that LECEF replace the selective
catalytic reduction (“SCR?”) catalyst within 12 months after 24-hour average ammonia
concentrations are measured to exceed a S ppm ammonia slip level. Calpine indicates
that it does not feel that this condition is justified, and will adjudicate the issue. Staff will
support its proposed condition at hearing with its original FSA testimony and
supplemental testimony that is filed with this Statement. This testimony is filed by Staff
witness Gabriel Taylor, who will testify at the hearing.
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Mr. Sarvey indicated that he is interested in the same issue. He did not indicate
that he would provide a witness on this issue, but wanted to cross-examine Staff’s air
quality witness and also Staff’s Biological Resources witness with regard to nitrogen
deposition. Accordingly, Staff will have two witnesses present: Gabriel Taylor for Air
Quality and Natasha Nelson for Biological Resources.

Mr. Sarvey also indicated that he may have comments or cross-examination for
the Staff and Calpine air witnesses regarding the BAAQMD’s determination that BACT
for carbon monoxide is 9 ppm for this facility. Steve Hill will be present representing
BAAQMD, but not until approximately 10:30 a.m. Shahera Kelly of U.S. EPA indicated
that her agency would send a letter to the Committee on this matter but would not attend.

B. WORKER SAFETY

Calpine’s June 21 letter expressed disagreement with conditions Worker Safety 3
and 4. Calpine’s letter also expressed a willingness to accept related conditions on
Worker Safety adopted by the Commission in its recent Roseville decision. Staff agrees
to resolution of this issue by changing Worker Safety 3 and 4 to be consistent with the
Roseville decision. Staff’s condition language is now identical to the language attached
to Calpine’s June 21 letter as Attachment A. Thus, there appears to be no need to
adjudicate this issue, and Staff does not intend to present witnesses to testify with regard
to it. No other parties have expressed interest in this issue.

C. GENERAL CONDITION COM-8 (POWER PLANT SECURITY)

Calpine’s June 21 letter also took issue with COM-8§, a “General Condition” that
pertains to measures required for the project to have a “Construction and Operation
Security Plan.” Some elements of that security plan were presented to Calpine for the
first time in the FSA. Calpine states that the Operation Security Plan is different from the
measures required when the Commission licensed the existing Phase 1 project in March,
and that it imposes significant new measures, some of which are not consistent with other
mitigation the Commission has required with regard to aesthetics (Visual Resources).
Staff has now revised this General Condition in response to the applicant’s comments to
remove any inconsistency with other conditions. Accordingly, it is Staff’s belief that
there is no longer any conflict on General Condition 8, and it does not intend to present a
witness on this issue. Revised General Condition COM-8 is attached.

CONCLUSION

Staff believes that Air Quality (specifically, condition AQ-SC11) is the only issue
requiring adjudication. It will submit all testimony by declaration and, unless directed by
the Committee to do otherwise, present only the two witnesses identified above at the
hearing. Staff will introduce into evidence three exhibits: 1) the FSA; 2) the
supplementary testimony of Gabriel Taylor regarding indirect PM 2.5 from ammonia
slip; and 3) an errata with revised language for the COM-8 condition, and any other
minor corrections that Staff is aware of.



As of this date BAAQMD has not filed its Final Determination of Compliance
(“FDOC”). They have informed me that its release is imminent, and will occur prior to
the evidentiary hearing. Staff will need the opportunity to review the FDOC and to
provide any comments or clarifications prior to its incorporation into a proposed
Committee decision. This issue should be discussed at the evidentiary hearing.

In addition, as Staff has indicated in its FSA, the City will be making conforming
zoning changes for Calpine’s property. These changes are necessary if the project is to
conform with the City’s zoning. The City has indicated that it has received Calpine’s
application for such rezoning, and that it expects the rezoning to be accomplished in
August of this year.

Dated: June 23, 2005 Respectfully submitted,

A < AT

RICHARD C. RATLIFF
Staff Counsel IV




AIR QUALITY

Supplemental Testimony of Gabriel D. Taylor
June 23, 2005

Indirect PM10 from Ammonia Emissions

Ammonia in the atmosphere can react with nitrogen and sulfur compounds to form very
small solid particles less than 10 microns in diameter (PM10), and predominately less
than 2.5 microns in diameter (PM2.5), a size that can be deeply inhaled into the lungs.
A mounting body of scientific evidence over the past few years has shown that
particulate pollution can be significantly damaging to both humans and animals (e.g.
Smith et al 2003 & SN 2004), and further that the smaller PM2.5 subset of PM10
pollution is likely the most dangerous part. New Ambient Air Quality Standards (AAQS)
have also recently been established at the Federal and State levels for PM2.5, to
augment existing AAQS for PM10. Based on this, Staff believes it is important to
minimize secondary particulate generated by ammonia emissions from the facility to the
extent feasible.

Although it is difficult to quantify the contribution of ammonia emissions to the PM10
problem because of the complexities of atmospheric chemistry, the direction of the air
quality regulatory community with respect to ammonia slip is clear. For over five years,
the U.S. Environmental Protection Agency (U.S. EPA) and the California Air Resources
Board (ARB) have supported a 5 ppm ammonia slip limit from facilities of this class and
category (EPA 2000 & ARB 1999) in order to reduce PM10 impacts on public health.
Further, the South Coast Air Quality Management District has set a BACT (Best
Available Control Technology) level for ammonia that requires ammonia slip from
combined cycle facilities to be limited to 5 ppm in combination with a 2.0 ppm NOXx
limitation. This support is not only based on the scientific literature showing significant
health impacts from PM10 and PM2.5, but also on the progress of control technologies.
Manufacturers of selective catalytic reduction systems have offered guarantees of 5
ppm ammonia slip for many years (EPA 2000, pg. 3). The 5 ppm ammonia limit (in
combination with a 2 ppm NO, limit) has already been required for the following
Commission-licensed facilities: Malburg-Vernon City’, El Segundo?, Inland Empire?®,
Magnolia*, Morro Bay®, Palomar®, Tesla’, and Roseville Energy Park®.

The applicant’'s June 21, 2005 comment letter (Harris et al 2005) predicts that the Bay
Area Air Quality Management District (District) will likely propose a 10 ppm ammonia
slip limit in their Final Determination of Compliance, which is less stringent than the
modified 5 ppm limit Staff proposes. This issue of different PM10 mitigation
requirements between the Energy Commission and the District has previously been

Malburg-Vernon City (01-AFC-25), South Coast AQMD: 2 ppm NO, (AQ-8), 2 ppm CQ (AQ-10), & 5 ppm NH; (AQ-12)
El Segundo (00-AFC-14), South Coast AQMD: 2 ppm NO, 4 ppm CO, & 5 ppm NH; (AQ-9)

inland Empire (01-AFC-17), South Coast AQMD: 2 ppm NO, (AQ-22), 3 ppm CO (AQ-23), & 5 ppm NH; (AQ-25)
Magnolia (01-AFC-6), South Coast AQMD: 2 ppm NO, (AQ-22), 4 ppm CO (AQ-23), & 5 ppm NH; (AQ-24)

Morro Bay (00-AFC-12), San Luis Obispo County APCD: 2 ppm NO, 2 ppm CO, & 5 ppm NHa (AQ-26)

Palomar (01-AFC-24), San Diego APCD: 2 ppm NO, (AQ-31), 4 ppm CO (AQ-32), & 5 ppm NH; (AQ-SC11)

Tesla (01-AFC-21}, Bay Area AQMD: 2 ppm NO,, 4 ppm CO, & 5 ppm NHj {AQ-24)

Roseville (03-AFC-1), Placer County APCD: 2 ppm NO, {(AQ-52), 4 ppm CO (AQ-52), & modified 5 ppm NHs (AQ-51)
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discussed extensively in the original Los Esteros and the Los Esteros Phase 1 siting
cases. The District's threshold for PM10 mitigation is 100 tons per year of PM10
emissions, based on district rules, and is generally less stringent than Staff's proposals
based on a California Environmental Quality Act analysis. Staff's analysis in this case
considers the region's “nonattainment” designation for both the State PM10 and the
more recent State PM2.5 AAQS (meaning that the people in the region currently
breathe unhealthy levels of PM10 and PM2.5), and thus recommends the best
mitigation and controls feasible in order to prevent cumulative increases. In previous
permit reviews of this facility, Staff recommended, and the commission approved, best
control and full mitigation for the facility's direct PM10 emissions even though they were
not always required by the District. Consistent with that approach, we now recommend
condition AQ-SC11 as a compromise towards reducing the indirect PM10 emissions
from the facility generated by ammonia slip.

In workshop discussions, the applicant expressed concern that it may be difficult to
retrofit the existing simple cycle Los Esteros facility to achieve compliance with a strict 5
ppm ammonia slip limit. Staff responded to this concern by proposing AQ-SC11, rather
than a strict 5 ppm ammonia slip limit. This condition is identical to the recently
approved condition for the Roseville Energy Park case (03-AFC-1), which allows a one
year grace period for catalyst maintenance once ammonia slip reaches 5 ppm. AQ-
SC11 will effectively limit the facility long term average emissions of ammonia to 5 ppm,
without forcing the facility owner to replace or retrofit the SCR catalyst when the facility
is emitting at or below 5 ppm ammonia. Staff proposed this as a compromise that
satisfies both the public environmental concerns and the applicants understandable
economic concerns.

For these reasons, Staff urges the Committee to adopt Staff’'s recommended mitigation
for the ammonia slip problem, AQ-SC11.
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ATTACHMENT B

COM-8, Construction and Operation Security Plan
At least 14 days prior to commencing construction of the Phase 2 project, a site-
specific Security Plan for the construction phase shall be submitted-e-the-GRPM

for-approval completed. At least 30 days prior to the initial receipt of hazardous
materials on-site, a site-specific Security Plan for the operational phase shall be

submitted-to-the-CRM completed forreview-and-approval.

Construction Security Plan

The Construction Security Plan shall include the following:

1. site fencing enclosing the construction area;

2. use of security guards;

3. check-in procedure or tag system for construction personnel and visitors;
4

protocol for contacting law enforcement and the CPM in the event of
suspicious activity or emergency; and

5. evacuation procedures.

Operation Security Plan

1. The Operations Security Plan shall include the following:
2. permanent site fencing and security gate;

3. evacuation procedures;
4

protocol for contacting law enforcement and the CPM in the event of
suspicious activity or emergency;

o

fire alarm monitoring system;

site personnel background checks, including employee and routine on-site
contractors [Site personnel background checks are limited to ascertaining
that the employee’s claims of identity and employment history are accurate.
All site personnel background checks shall be consistent with state and
federal law regarding security and privacy.};

7. site access for vendors; and

8. requirements for Hazardous Materials vendors to prepare and implement
security plans as per 49 CFR 172.800 and to ensure that all hazardous
materials drivers are in compliance with personnel background security
checks as per 49 CFR Part 1572, Subparts A and B.




In addition, the Security Plan shall include one or more of the following in order to
ensure adequate perimeter security:

1. security guards;

2. security alarm for critical structures;

3. perimeter breach detectors and on-site motion detectors; and

4. video or still camera monitoring system.

Vulnerability Assessment

In addition, in order to determine the level of security appropriate for this power
plant, the project owner shall prepare a Vulnerability Assessment and implement
site security measures that is consistent with guidelines including but not limited
to the Chemical Accident Prevention Alert regarding Site Security (EPA 2000),
the Department of Justice Chemical Facility Vulnerability Assessment
Methodology (US DOJ 2002), the North American Electric Reliability Councit
Security Guidelines for the Electricity Sector (NAERC 2002), the U.S.
Department of Energy Vulnerability Assessment Methodology for Electric Power
Infrastructure (DOE 2002), and from the California Energy Commission. The
level of security to be implemented is a function of the likelihood of an adversary
attack, the likelihood of adversary success in causing a catastrophic event, and
the severity of consequences of that event. This Vulnerability Assessment will be
based, in part, on the use and storage of certain quantities of acutely hazardous
materials as described by the California Accidental Release Prevention Program
(Cal-ARP, Health and Safety Code section 25531). Thus, the results of the off-
site consequence analysis prepared as part of the Risk Management Plan (RMP)




will be used to determine the severity of consequences of a catastrophic event
and hence the level of security measures to be provided.

The Project Owner shall fully prepare and implement the security plans and
maintain the plans in a secure location at the project site. The security plans shall
be available onsite for CPM review. ebtain-CRM-approval-ofaAny substantive
modifications to the Security Plans must be approved by the CPM. The CPM
may authorize modifications to these measures, or may recommend additional
measures depending on circumstances unique to the facility, and in response to
industry-related security concerns.

The Project Owner shall fully implement the security plans and obtain CPM
approval of any substantive modifications to the Security Plan. The CPM may
authorize modifications to these measures, or may recommend additional
measures depending on circumstances unique to the facility, and in response to
industry-related security concerns.
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PROOF OF SERVICE

I, Scott McDonald, declare that on June 23, 2005, | deposited copies of the attached
Evidentiary Hearing Statement, Air Quality, and Attachment B: COM-8, Construction

and Operation Security Plan in the United States mail at Sacramento, CA with first class
postage thereon fully prepaid and addressed to the following:

DOCKET UNIT

Send the original signed document plus
the required 12 copies to the address
below:

CEC DOCKET UNIT

Attn: Docket No. 03-AFC-2
1516 Ninth Street, MS-4
Sacramento, CA 95814-5512
docket@energy.state.ca.us

In addition to the documents sent to the
Commission Docket Unit,

also send individual copies of any
documents to;

APPLICANT

Calpine

Rick Tetzloff, Project Manager
700 NE Multnomah, Suite 870
Portland, OR 97232

Steve De Young
Environmental Manager
4155 Arbolado Drive
Walnut Creek, CA 94598
steve4155@astound.net

COUNSEL FOR APPLICANT

Ellison, Schneider & Harris LLP
Greg L. Wheatland

2015 H Street

Sacramento, CA 95814
glw@eslawfirm.com

INTERESTED AGENCIES

San Jose Dept. of City Planning and
Building Code Enforcement

Richard Buikema, Sr. Planner Il

801 N. First Street, Room 400

San Jose, CA 95110
rich.buikema@ci.sj.ca.us

County of Santa Clara Planning Office
Bob Eastwood

County Government Center

70 West Hedding Street

East Wing, 7th Floor

San Jose, CA 95110-1705

Santa Clara Valley Water District
Luis Jaimes

5750 Almaden Expressway

San Jose, CA 95118-3686



California Air Resources Board (CARB)
Michael Tollstrup

Project Assessment Branch

P.O. Box 2815

Sacramento, CA 95812
mtolistr@arb.ca.gov

William DeBoisblanc, Director Permit
Services

Bay Area Air Quality Mgmt. District
939 Ellis Street

San Francisco, CA 94109

Regional Water Quality Control Board
(RWQCB)

Judy Huang

1515 Clay Street, Suite 1400
Oakland, CA 94612
jeh@rb2.swrch.ca.gov

City of San Jose

Environmental Services Department
Municipal Water System Division
3025 Tuers Road

San Jose, CA 95121

INTERESTED PARTICIPANTS

Cal-Independent System Operator
Jeff Miller

151 Blue Ravine Road

Folsom, CA 95630
jmiller@caiso.com

Electricity Oversight Board
770 L St., Suite 1250
Sacramento, CA 95814

Doug Davy

Sr. Project Manager

CH2M Hill

2485 Natomas Park Dr., # 600
Sacramento, CA 95833
ddavy@ch2m.com

INTERVENORS

*CURE

Marc D. Joseph, Esq.

Adams Broadwell Joseph & Cardozo
601 Gateway Blvd., Suite 1000
South San Francisco, CA 94080
mdjoseph@adamsbroadwell.com

Californians for Renewable Energy, Inc.
(CARE)

Michael E. Boyd, President

5439 Soquel Drive

Soquel, CA 95073
michaelboyd@sbcglobal.net

Californians for Renewable Energy, Inc.
(CARE)

Robert Sarvey

501 W. Grantline Road

Tracy, CA. 95376

sarveybob @ aol.com

| declare that under penalty of perjury that the foregoing is true and correct.
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