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Recommended Changes to the Resolution Certifying the EIR

Finding 6, Evidence c) (Regarding Marbled Murrelet Mitigation)

The County is not requiring curtailment as an additional avoidance measure, above and beyond
the avoidance achieved by eliminating high-risk turbines, because it would render the project
economically infeasible. A project such as this is expected to have a rate of return of 7.5 percent
as shown in the Financial Feasibility Analysis of Proposed Humboldt Wind Energy Project
prepared for the applicant by Economic and Planning Systems. This feasibility analysis identified
three different price points for Power Purchase Agreement scenarios (low: $45/MWH; Mid:
$50/MWH, and High: $55/MWH.) At the High PPA the project would produce a 7.55 percent
rate of return. The 2019 pricing for power is equivalent to the Mid PPA studied. Because it is
likely that any PPA will be in the mid-range and not a high PPA, the rate of return is expected to
be below 7.0 percent which renders the project marginal with respect to financial feasibility.
Curtailment would reduce the number of hours the project has to produce electricity which would
reduce revenue and thus adversely affect the rate of return making the project financially
infeasible. The applicant has provided evidence that the loss of three hours of energy production
per day from the beginning of May through the end of August. Terra-Gen estimated that this would
result in loss of energy production of 23,732 mega-watt hours (mWh) annually, about 4.6 of the
expected annual energy production. This reduces average annual energy production from about
515,400 mWh to about 491,700 mWh. This reduction in energy production results in a loss of
Project revenues of about $38.6 million in nominal dollar terms over the 25-year period, including
$31.4 million in lost energy sales revenues and $7.2 million in lost production tax credits. This
revenue loss reduces the After-Tax IRRs by about 0.75 percent, pushing the Proposed Project
further below the hurdle rate. The loss of 0.75% IRR would be a significant reduction in revenue
and make the project financially infeasible. (Financial Feasibility Analysis of Humboldt Wind
Energy Project with Additional Mitigation Options; EPS #191085, 2019).

Finding 7, Evidence c), Alternative 3

Alternative 3 would not go as far as the proposed project toward meeting the project objectives
because it would not be capable of generating 155 MW of energy. Alternative 3 would likely result
in greater use of nonrenewable energy than the proposed project. At 23 turbines the alternative
was also found to be financially infeasible to construct and operate. (Please see financial feasibility
discussion above under Marbled Murrelet.) This alternative would result in a 3.88 percent rate of
return which is below the 7.5 discussed above in the Marbled Murrelet discussion (Humboldt Wind
Energy Project EIR Alternatives Financial Feasibility Analysis; EPS #191085, 2019). For this
reason the alternative is found to not be technically or financially feasible.

Finding 7, Evidence d) , Alternative 4

Alternative 4 would not go as far as the proposed project toward meeting the project objectives
because it would not be capable of generating 155 MW of energy. Alternative 4 would likely result
in greater use of nonrenewable energy than the proposed project. At 31 turbines the alternative
was also found to be financially infeasible to construct and operate. (Please see financial feasibility
discussion above under Marbled Murrelet.) This alternative would result in a 5.09 percent rate of
return which is below the 7.5 discussed above in the Marbled Murrelet discussion (Humboldt Wind
Energy Project EIR Alternatives Financial Feasibility Analysis; EPS #191085, 2019). For this
reason, the alternative is found to not be technically or financially feasible.
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Finding 7, Evidence e), Alternative 5

Alternative 5 would not go as far as the proposed project toward meeting the project objectives
because it would not be capable of generating 155 MW of energy. Alternative 5 would likely result
in greater use of nonrenewable energy than the proposed project. At 37 turbines the alternative
was also found to be financially infeasible to construct and operate. (Please see financial feasibility
discussion above under Marbled Murrelet.) This alternative would result in a 4.56 percent rate of
return which is below the 7.5 discussed above in the Marbled Murrelet discussion (Humboldt Wind
Energy Project EIR Alternatives Financial Feasibility Analysis; EPS #191085, 2019). For this
reason, the alternative is found to not be technically or financially feasible.
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Mitigation and Monitoring Reporting Plan

- |Use Current-Phase Equipment for all Construction Off-

Road Vehicles and Equipment.

The construction contractor shall use current-phase off-road
construction vehicles and equipment (currently Tier 4 final)
for construction activities.  In_addition, the following

operational NOX and Diesel PM Emissions Reduction

Measures for Construction Equipment shall be implemented:

e All construction equipment shall be maintained in
proper tune according to manufacturer’s specifications;

e All off-road and portable diesel powered equipment
shall be fueled with ARB certified motor vehicle diesel
fuel (non-taxed version suitable for use off-road);

e  On- and off-road diesel equipment shall not idle for
more than 5 minutes. Signs shall be posted in the
designated queuing areas and or job sites to remind
drivers and operators of the 5-minute idling limit;

e  Use of electrically-powered equipment shall be used
when feasible;

e  Gasoline-powered equipment shall be substituted in
place of diesel-powered equipment, where feasible; and

e |f available, use of alternatively fueled construction
equipment on-site, such as compressed natural gas
(CNG), liguefied natural gas (LNG), propane or
biodiesel.

Fhis These requirements shall be shown in all construction
plans and implemented through the issuance of construction
permits. Alternatively, if there is insufficient availability of
equipment that meets or exceeds ARB’s standard (currently
Tier 4) for heavy-duty diesel engines, an emissions
reduction plan shall be prepared to identify other emission
reduction measures to reduce NOx emissions equivalent to
what would be achieved through using current-phase
equipment. The plan shall identify requirements to be
implemented during construction, such as limiting the
simultaneous operation of construction equipment on any
given day to reduce maximum daily emissions, and shall
quantify the maximum daily and total annual emissions with
implementation of the identified measures. This plan shall
be approved by NCUAQMD before any construction
permits are issued.

During
construction.

Project
applicant;
construction
contractor.

Humboldt
County
Planning &
Building

Department.
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Recommended Conditions of Approval

17. Prior to the issuance of construction permits, the applicant shall provide to the County
Financial Assurances in a form and amount the County deems sufficient to guarantee the
faithful performance of the decommissioning and restoration of the facility at the
conclusion of the 30 year permit term, or in the event of facility abandonment, considered
to be the discontinuance of operations for a period of one year erlenger. If operations cease
for a one year period, an application for remediation and removal must be submitted within
6 months of abandonment. Decommissioning of the site must be complete within 3 years
of cessation of operations. The Financial Assurance Cost Estimate shall be prepared by
California Licensed Professional Engineer and shall cover the work as described in the
Draft EIR Section 2.5, Project Decommissioning and Restoration, to include the following
elements: removal of all above grade structures and facilities from the project
site(excepting the addition to the Bridgeville substation); the decompaction and
recontouring to return the site to preconstruction and operational condition; and
revegetation commensurate with the vegetative cover, composition and diversity of the
ecological setting, pre-development.

The Financial Assurances shall:

a. take the form of surety bonds, irrevocable letter of credit, trust funds, certificates
of deposit, or other mechanisms determined acceptable by the Planning Director;

b. remain in effect for the duration of the permit term and any additional period until
decommissioning and restoration is completed,

c. be sufficient to account for inflation over the 30-year life of the project be be-

; I I F for ol o il F
decommission-and-resteration-due-to;

d. based on standard time and material current construction costs adjusted to reflect
state prevailing wages, be adequate for the purposes of performing all
decommissioning and restoration in accordance with the approved
decommissioning and restoration plans; and

e. be made payable to the County of Humboldt.

21. Prior to issuance of any permits or initiating construction activities the applicant shall submit
evidence that the Humboldt Redwood Company NPDES permit has been renewed to include
best management practices to reduce or eliminate potential impacts to surface and ground
water.
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Re:

SUPPLEMENTAL INFORMATION
No. 42

For Planning Commission Agenda of:
November 21H4, 2019

Iltem No. F-1B-1
Applicant: Humboldt Wind
Case Numbers: CUP-18-002

Attached for the Planning Commission’s consideration are the following comments:

Comments submitted at PC 11.14.19
Michael Winkler
Genevieve Rozhon of CANCC-The Wildlife Society
Lori Gill
Ken Miller
Diane Ryerson
Ruth Allen
Rick Pelren
Jeff Hedin — Piercy Protection District
Joseph L. James — Yurok Tribe
David Chang
Beverly Chang
Anon - Unsigned
Harriet Hill
Barbara Guest
Jennifer Olson — CDFW
Ellin Zanzi
James Zoellick
(2) Letters from the City of Rio Dell dated 11.12.192 and 6.5.19
Ellin Beltz

VWoONOGOA~WN -~

VWON>TOAWN —O

Emailed comments since PC Supplemental #3
Anita Homer fwd: email comments of Jesse Noell
Mark Wolfe Associates
Ernie De Graff
Ken Mierzwa
Richard Engel
Greg King of Siskiyou Land Conservancy
Jere and Carol Bowden
Robie Tenoria
Judy Haggard
10. Ken Miller
11. Scott Greacen of Friends of the Eel River
12. Angelina Lasko
13. Valentia Dimas
14. Lauren Kurth
15. Angelina Lasko_2
16. Maria Brichetto
17. Sean Casement

WoONOGOA~WN -~
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Economic & Planning Systems, Inc.

One Kaiser Plaza, Suite 1410
Oakland, CA 94612-3604
510.841.9190 tel
510.740.2080 fax

Oakland
Sacramento
Denver

Los Angeles

MEMORANDUM

To: John Ford, Director, Humboldt County Planning & Building
Department
From: Economic & Planning Systems, Inc.

Subject:  Financial Feasibility Analysis of Humboldt Wind Energy Project
with Additional Mitigation Options; EPS #191085

Date: November 20, 2019

Humboldt Wind, LLC has proposed a 47-turbine wind energy project in
Humboldt County. In previous memoranda, Economic & Planning
Systems, Inc. (EPS) evaluated the development feasibility of the
proposed 47-turbine project (Proposed Project) and three Environmental
Impact Report (EIR) alternatives under a range of potential pricing
conditions. 1 As requested by the County, this memorandum conducts a
similar feasibility analysis for the Proposed Project under three different
additional mitigation scenarios. These additional mitigation scenarios
include:

e Curtailment of Wind Turbine Operation for Marbled Murrelet.

¢ Investment in and maintenance of an IdentiFlight system (aerial
detection technology).

e Investment in a Radar Detection System (aircraft detection).

To assess development feasibility, EPS prepared development cashflow
pro formas for the Proposed Project under these three additional
mitigation scenarios. The After-Tax Internal Rates of Return (IRR) were
compared to those under the Proposed Project (without the additional
mitigation scenarios) as well as to the identified hurdle After-Tax IRR of
7.5 percent.

This hurdle rate of return was set by considering the weighted average
cost of capital for these types of investments, a level that the expected
after-tax rate of return would need to meet for a project to move
forward. For California utilities, the “return on original cost” provided in
recent utility rate cases provides a proxy for the cost of capital and
indicated returns of between 7.34 percent and 7.69 percent.?

1 See “Financial Feasibility Analysis of Proposed Humboldt Wind Energy
Project”, November 11, 2019 and “Humboldt Wind Energy Project EIR
Alternatives Financial Feasibility Analysis”, October 22, 2019.

2 Based on six (6) past rate cases in 2016/ 2017 with reported “return on
original cost rate” for California utilities, including Pacific Gas & Electric,
Southern California Edison, and San Diego Gas & Electric. Pending 2018/
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Administrative Draft Memorandum November 20, 2019
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In addition, using a standard Capital Asset Pricing Model (CAPM) model, Terra Gen has indicated
that its weighted cost of capital is about 7.5 percent.

This memorandum is divided into two sections. The first provides the summary of findings and
the second describes the three, additional mitigations scenarios and their financial effects. More
detailed information on the specific components of the pro forma analysis can be found in EPS’
previous memoranda.

Key Findings

All three mitigation scenarios decrease the expected IRR of the Proposed Project
further below the hurdle rate of return creating further challenges to the Project’s
financial feasibility.

As shown in Table 1, the Proposed Project (without the additional mitigation measures) is
forecast to achieve After-Tax IRRs ranging from 5.3 percent to 7.55 percent under the range of
PPA pricing evaluated. With a hurdle rate of return of 7.5 percent, the Proposed Project only
meets this hurdle rate under the highest PPA pricing scenario. Each of the additional mitigation
scenarios results in a loss of revenues or an addition of costs, thereby reducing the After-Tax
IRRs (under all pricing scenarios) to below the hurdle IRR.

Table 1. Internal Rates of Return for Proposed Project and Mitigation Scenarios

(Lost Revenues)/ After-Tax IRR (2)

Increased Costs (1) LowPPA MidPPA High PPA

Alternative

Proposed Project na 5.30% 6.47% 7.55%
Curtailment ($38,600,000) 4.53% 5.70% 6.77%
Identiflight $19,950,000 4.75% 5.93% 7.02%
Radar Detection $2,000,000 5.21% 6.38% 7.45%

(1) Lost Revenues or Increased Costs relative to Proposed Project (over 25 years; nominal dollars; rounded).

(2) Low, Mid, and High PPA pricing reflects $45, $50, and $55 per megawatt hour respectively.

As shown in Table 1, each of the additional mitigation scenarios either reduces Proposed Project
revenues or increases costs of a project that is already economically marginal. Curtailment of
the wind turbines for three hours each day over a four-month period results in an overall
reduction in wind energy production of 4.6 percent and a resulting loss in revenues from energy
sales and production tax credits that sum to about $38.6 million in nominal dollar terms over the
25-year period. This reduces the After-Tax IRR significantly under all pricing scenarios, including
from 6.47 percent to 5.70 percent under the mid-pricing scenario. Investment in the IdentiFlight
system involves upfront investment in all units, periodic replacement of a portion of the units,
and annual maintenance, which together increase project costs by about $20 million and
substantially reduced the After-Tax IRR. Investment in the radar detection system for aircraft
deduction is estimated to result in an upfront investment of $2.0 million, which modestly reduces
the After-Tax IRRs under all pricing scenarios.
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Additional Mitigation Scenarios and Financial Effects

The financial feasibility model and base assumptions were described in detailed in the prior EPS
memoranda. For the purposes of this additional analysis, EPS incorporated the additional
mitigation scenarios into the financial feasibility analysis of the Proposed Project to determine the
effects on the flow of Project revenues and costs over the course of the 25-year analysis and the
resulting effect on the Project returns (After-Tax IRRs). Similar to all the prior analyses,
analyses were run under three PPA pricing scenarios (low, mid, and high) and After-Tax IRRs
were compared to the identified hurdle rate of 7.5 percent.

Tables 2, 3, and 4 show annual pro forma cashflow analyses for the Proposed Project and each
of the three mitigation alternatives under the Mid-PPA pricing scenario (Table 5 shows the
Proposed Project under the Mid-PPA pricing scenario without the additional mitigation for
comparison purposes). A brief description of each additional mitigation scenario is provided
below along with its effect on revenues/ costs and After-Tax IRRs.

e Curtailment. This scenario involves the curtailment (reduction in electricity generation
below a system’s capability). The specific scenario entails the loss of three hours of
energy production per day from the beginning of May through the end of August. Terra-
Gen estimated that this would result in loss of energy production of 23,732 mega-watt
hours (mWh) annually, about 4.6 of the expected annual energy production. As shown in
Table 2, this reduces average annual energy production from about 515,400 mWh to
about 491,700 mWh. This reduction in energy production results in a loss of Project
revenues of about $38.6 million in nominal dollar terms over the 25-year period,
including $31.4 million in lost energy sales revenues and $7.2 million in lost production
tax credits. This revenue loss reduces the After-Tax IRRs by about 0.75 percent, pushing
the Proposed Project further below the hurdle rate.

o ldentiFlight. This scenario involves the installation of an IdentiFlight system, an
experimental aerial detection technology. Terra-Gen estimates that that this will involve
the upfront expenditure of about $6.45 million (43 units at $150,000 per unit), along
with replacement of about 10 percent of the units (four units) every 10 years (at the
same unit cost inflated), and an annual maintenance cost of $344,000, or $8,000 per unit
(inflated over time). As shown in Table 3, these investments increase Project costs by
about $19.95 million (nominal dollars), including $8.2 million in equipment costs and
$11.75 million in maintenance costs over the 25-year period. This increase in costs
reduces the After-Tax IRRs by about 0.55 percent, pushing the Proposed Project further
below the hurdle rate.

e Radar Detection Alternative. This scenario involves the integration of radar detection
of aircrafts to control FAA lighting. Terra-Gen estimates this would require upfront costs
of $2.0 million, including installation costs of $1.5 million and an upfront, one-time
maintenance payment of $500,000. As shown in Table 4, this additional cost is included
under the Project Development Costs, increasing the total project development costs to
$310.2 million (up from $308.2 million). This increase in costs reduces the After-Tax IRR
by 0.1 percent, reducing the After-Tax IRRs under all pricing scenarios.

The feasibility of the Proposed Project, even without these additional mitigation measures, is
marginal. The additional measures all worsen the expected project economics, reduce the
expected IRRs relative to the identified hurdle rate of return, and are likely to render the project
financially infeasible.
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Gavin NEwsom
GOVERNOR

JARED BLUMENFELD

........
\'. SECRETARY FOR

Water Boards ENVIRONMENTAL PROTECTION

North Coast Regional Water Quality Control Board

November 21, 2019

Mr. Michael Richardson

Director of Scotia Cogeneration Operations
Humboldt Redwood Company

P.O. Box 37

Scotia, CA 95565
MRichardson@hrcllc.com

Dear Mr. Richardson:

The Humboldt Sawmill Company (HSC) is currently regulated by the North Coast
Regional Water Quality Control Board (Regional Water Board) under Waste Discharge
Requirements, Order No. R1-2012-0065 (2012 Permit). The 2012 Permit also serves as
a National Pollutant Discharge Elimination System (NPDES) permit (NPDES No.
CA0006017). The 2012 Permit includes Discharge Prohibitions and Reclamation
Specifications (Recycled Water). The 2012 Permit is set to be renewed in 2020. Re-use
of industrial process water for the uses described in the Humboldt Wind Energy Project
EIR documents was not indicated in the in submitted application for renewal of the 2012
Permit receive by Regional Water Board staff.

Regional Water Board staff have reviewed the Final Environmental Impact Report
(FEIR) for the Humboldt Wind Energy Project and we have concerns regarding the
proposed use of industrial process water from the Scotia Cogeneration Plant, which is
part of the HSC facility, for “dust suppression, backfill compaction, and cement mixing.”

Section 2.3.16 (Water Supply and Usage) of the Humboldt Wind Energy Project FEIR,
Revisions to the Draft Environmental Impact Report (DEIR), states, “Most of the
project’s water use would occur during the construction phase for dust suppression,
backfill compaction, and cement mixing. These activities are expected to require 62
acre-feet of water over the duration of construction. This water demand would be met by
the use of water sourced from the nearby Scotia Community Services District’s
wastewater-treatment-and-cogenerationfacilities and from HRC who would sell the
water before it discharges into the “Log Pond” located in the town of Scotia. Potable
water required at the O&M building would be provided by a groundwater well.”

Section 3.8 of the DEIR has been revised in the Final EIR to state, “An estimated 62
acre-feet of water would be required for construction-related activities. Most of this
water would be used during construction of wind turbines, transmission lines, the project
substation, and related facilities; for dust suppression; for compaction of soil backfill;

VALERIE L. QuINTO, CHAIR | MATTHIAS ST. JOHN, EXECUTIVE OFFICER

5550 Skylane Blvd., Suite A, Santa Rosa, CA 95403 | www.waterboards.ca.gov/northcoast
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and for manufacture of concrete Construction- related water demands would be met by
water
waetewateptreatment—faer#y—te Humboldt Redwood Company S purchased bv HRC
from the Scotia potable water supply for use in the HRC cooling towers of the
cogeneration plant. HRC discharges this water into the Log Pond. Under an
arrangement with HRC, the applicant will collect water before it is discharged into the
Log Pond. This water, prior to discharge into the Log Pond, is the property of HRC who
has rights to the use of this water and can sell the water for use in the proposed project.
(Pers. communication, Dennis Thibeault, Humboldt Redwood Company, L.L.C., June
25, 2019). Treated-effluent Water would be delivered to the project site via water truck.
The use of water to meet the demands for project construction, therefore, would not
constitute a groundwater extraction or a surface water diversion.”

Although the 2012 Permit authorizes the use of secondary treated effluent from the Log
Pond for use on HRC Sawmill property for dust suppression, there is no authorization
for the use of untreated industrial process water for the proposed uses listed in the
Humboldt Wind Energy Project (dust suppression, backfill compactions, and cement
mixing). The 2012 Permit also includes prohibitions (Discharge Prohibitions IlII.E, Il1.1
and ll1.J) that would prohibit the proposed uses listed above.

As a technical matter, the proposed uses of untreated industrial process water raise a
number of water quality concerns related to the presence and potential discharge of
metals such as chromium, zinc and chlorine. The water quality concerns are related to
threats to surface water from potential process water runoff, threats to soil
contamination and ground water impacts from the percolation of process water. It also
raises regulatory issues as recycled water use requires that the water is first treated to
the equivalent of tertiary treatment and must be properly permitted and monitored to
evaluate impacts to surface and ground water.

Thank you for your consideration of these comments. If you have any questions, please
contact Justin McSmith at 707-576-2082 or at Justin.McSmith@waterboards.ca.gov.

Sincerely,

W%SW

Justin McSmith
Water Resource Control Engineer

191121_JM_er_Humboldt Wind Energy Project Use of Cooling Tower Water
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Mr. Michael Richardson -3- November 21, 2019

CC:

Frank Bacik, Town of Scotia, fbacik@townofscotia.com

Leslie Marshall, General Manager Scotia CSD, infoscotiacsd@gmail.com

Ronnean Lund, Division of Drinking Water, Ronnean.Lund@waterboards.ca.gov

John Ford, Humboldt County Planning, JFord@co.humboldt.ca.us

Suzanne McClurkin-Nelson, Environmental Specialist,
SMcClurkin-Nelson@hrcllc.com

Krista Ranstrom, Environmental Health & Safety Manager,
KRanstrom@hrcllc.com

Humboldt Wind Project Planner. Humboldt County Planning,
CEQAResponses@co.humboldt.ca.us

Steve Werner, Humboldt County Planning, SWerner@co.humboldt.ca.us
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From: Matthew Marshall <MMarshall@redwoodenergy.org>

Sent: Thursday, November 21, 2019 11:32:55 AM

To: Ford, John <JFord@co.humboldt.ca.us>; noah@landwaterconsulting.com

<noah@Ilandwaterconsulting.com>

Cc: Richard Engel <REngel@redwoodenergy.org>

Subject: Terra-Gen power price with RCEA

Hello John and Noah,

| wanted to address an items related to RCEA that as | understand it has come up in the discussions
about the Terra Gen project, the idea of RCEA paying for increased environmental mitigation, which
would have to be in the form of an increase to the power purchase agreement (PPA) price we would be

paying Terra-Gen.

We conducted a competitive RFP process and have spent many months negotiating the PPA, and that
processes is now wrapping up and the PPA is scheduled to go to the RCEA Board for their final
consideration on December 19" -- reopening the PPA and adjusting the price at this stage would not be
ideal. If the cost increase for additional mitigation are reasonable then it wouldn’t be a big deal to
adjust the price slightly, but if that is the case it seems like Terra-Gen should cover it at the price we've
agreed to -- I'm confident an experienced developer such as Terra-Gen has built contingencies into the
price they bid to have some wiggle room for this sort of thing. My understanding is that Terra-Gen

believes it can implement adequate environmental mitigations at the price they bid.

Conversely if the cost/price increase would have to be significant, that would mean we are making a
significant adjustment to one of the fundamental factors that resulted in Terra-Gen’s selection through
our RFP process. The project will meet a major part of the county’s electricity load, and the current
price results in tangible cost savings compared to what RCEA is currently paying for non-local renewable
energy--changing the PPA price would impact that cost savings (even an increase of couple dollars
equates to an RCEA cost increase of over half a million dollars per year for 15 years, which is not

trivial). We are also not going to be the only off-taker buying power from the project, so their pricing for
the project overall will need to remain cost-competitive in the larger market regardless of what RCEA
may be will to pay. But that said, while “moving the goal” on the PPA now would be problematic, we

would want the project to move forward in the best possible way and if the County determines that
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(now or in the future) additional mitigations are required that are not economically feasible within the
current PPA terms we would want to have a chance to revisit those terms and see what we could

potentially make work.

Hopefully this is helpful background on this topic; please just let me know if | can provide any additional

information.

Thank you,
Matthew

Matthew Marshall
Executive Director | Redwood Coast Energy Authority

(707) 269-1700 x302 | www.RedwoodEnergy.org
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