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ADDENDUM
KERN COUNTY PLANNING COMMISSION
Board of Supervisors
STAFF REPORT

Date: October 22,2013

FILE: Cancellation #13-01, Map #120
S.D.: #4 - Couch

TITLE: Cancellation of Land Use Restrictions, Land Conservation Act, Agricultural Preserve No. 3
(Zoning Map No. 120)

PROPOSAL: Cancellation of an approximate 72-acre portion of an existing Williamson Act Land Use
Contract within Agricultural Preserve 3

APPLICANT: Hydrogen Energy International, LLC by Manatt, Phelps, and Phillips, LLP (PP12328)
PROJECT SIZE: Approximately 72 acres

LOCATION: West of Tupman Road, south of Adohr Road, west of Interstate 5, northwest of Tupman
area

GENERAL PLAN DESIGNATION: 8.1 (Intensive Agriculture)

SURROUNDING LAND USE/ZONING: North, East, and West - Irrigated crops/A (Exclusive
Agriculture); South - Irrigated crops and Westside Canal/A

PROJECT ANALYSIS: This project was continued from your October 15, 2013, Board Hearing. The
project before your Board is a request to cancel an approximate 72-acre portion of a 168-acre
Williamson Act Land Use Contract that was recorded on February 28, 1969, in Book 4250,
Page 496 of Official Records. This petition for cancellation is being sought by Hydrogen Energy
International, LLC. and is a component of the Hydrogen Energy California (HECA) Project being
considered by the California Energy Commission (CEC). If ultimately approved by the CEC, the
overall HECA Project (CEC Docket No. 08-AFC-8A) would authorize a 300 megawatt (MW)
“integrated gasification combined cycle” power plant and fertilizer manufacturing facility.

The 72-acre cancellation area is located on Assessor's Parcel Number 159-040-02; approximately
ten miles west of the City of Bakersfield and 1.5 miles northwest of Tupman in western Kern
County. The site is designated 8.1 (Intensive Agriculture) by the Kern County General Plan and
is zoned A (Exclusive Agriculture).

Today, your Board is only considering the Williamson Act Land Use Contract cancellation
component of the HECA project, as Kern County does not have jurisdiction over the HECA
Project as a whole.

The CEC is processing the power plant component of the application because the California

Government Code stipulates that they act as the Lead Agency for all thermal electric power
plants and related facilities that are 50 MW or larger. The application process used by the CEC
has been certified by California Resources Agency as meeting all requirements of a certified
regulatory program, The CEC process includes submittal of an application to the CEC; and then



the Agency prepares a Preliminary Staff Assessment (PSA) and presents it to the applicant,
interveners, organizations, agencies and other interested parties for comment. Next, a Final Staff
Assessment (FSA) and corresponding environmental review documents are prepared by CEC
staff and the project is presented to the CEC Commission for review and decision.

Although CEC has jurisdiction over the HECA Project as a whole, State law requires that the
project be consistent with all local rules and regulations. A portion of the project site is located
on land currently subject to the Williamson Act Land Use program; and the HECA Project is not
consistent with provisions of the program. Therefore, the project requires a cancellation of the
existing Williamson Act Land Use Contract by your Board.

Overview of Full HECA Project (Background)

The proposed HECA Project, which is subject to CEC jurisdiction as noted above, would produce
300 MW of energy by gasifying a fuel blend consisting of 75 percent coal, 25 percent petroleum
coke (petcoke), and brackish water to produce synthesis gas (syngas). The syngas produced via
an on-site gasification process would then be purified into hydrogen fuel and carbon dioxide
(CO,). The fuel would be used to generate the 300 MW of low-carbon base load electricity in a
combined cycle power block; and would also be used for the on-site production of agricultural
fertilizers in an on-site integrated “manufacturing complex.” The extracted CO, would be sent
via pipeline for use in an enhanced oil recovery process in the adjacent Elk Hills Oil Field.
Leftover solids from the gasification process would require disposal at offsite landfills. As
proposed, the facility will produce low-carbon base load electricity by capturing carbon dioxide
(CO;,) and transporting it for enhanced oil recovery and CO; sequestration.

HECA Project Statistics

_ APNs Project. | General | Zone | Williamson | WALUC
‘ . Acreage’ Plan District Act | Cancellation
‘ ‘ o | Designation | b ‘ o .
HECA Project Area: HECA Active WA
159-040-16 (678 acres) | Project Area; 8.1 A Contract 491 acres
159-040-18 (33 acres) | 453 acres (Intensive | (Exclusive approved
159-040-02 (73 acres) Agriculture) |Agriculture) Prime 6/29/10
Addl Control Area: Control Area: Farmland
159-040-17 (4 acres) 653 acres 71.5 acres
159-190-09 (315 acres) ‘ Agricultural | still needed
Preserve 3

;~ Lotal acreage prf()j?:(:t area is all ot 'a qufﬁgn* of the prbjeCf APNS; -

HECA Project History

The HECA project application has undergone several revisions since it was initially submitted to
the CEC in 2008. For reference by your Board, the major project revisions were as follows:

» July 2008: Original application submitted to the CEC by Hydrogen Energy International,
LLC, which was jointly owned by BP Alternative Energy North America and Rio Tinto
Hydrogen Energy, LL.C. The application was for a 250 MW “integrated gasification combine
cycle power generating facility” with 100 MW from natural gas generated peaking power, to
be located on a 473-acre site.
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o May 2009: Revised application submitted to the CEC to eliminate auxiliary combustion
turbine generator. Applicant-stated purpose of revision was to reduce project’s PM;o, PM; s,
and greenhouse gas emissions.

o 2010: Application submitted to Kern County for cancellation of a 491-acre portion of a
Williamson Act Land Use Contract that was recorded on February 26, 1971 (separate from
current request).

o June 29, 2010: Kern County Board of Supervisors approved cancellation of 491-acre
portion of Williamson Act Land Use Contract (Resolution 2010-168).

* May 2012: Revised application submitted to CEC which included the following key
changes: (1) Added a manufacturing complex to produce “one million tons per year of low
carbon nitrogen-based products (including urea, urea ammonium nitrate and anhydrous
ammonia) to be used in agricultural, transportation, and industrial applications;” (2) Revised
the project boundary and layout; (3) Identified two alternatives for transportation of coal
feedstock to the project site, including: (a) A five-mile-long new industrial railroad spur that
will connect to the existing San Joaquin Valley Railroad/Buttonwillow Railroad line, or (b) A
27-mile-long truck transport route via existing roads from an existing coal transloading
facility northeast of the project site (Wasco).

*  December 2012: In June 2012, the Kern County Planning and Community Development
Department noted that certain components of the new “manufacturing complex” would
require industrial zoning and General Plan designations, The Planning Department submitted
written comments to the CEC and the applicant which stated the manufacture of any
products, other than agricultural fertilizers, would necessitate the need for industrial
designations. Therefore, in December, 2012 the applicant submitted a letter stating that
HECA would revise the project to restrict the production of “nitrogen-based products”
(including urea, urea ammonium nitrate, and anhydrous ammonia) to manufactured products
for the purpose of “fertilizer manufacture and storage for agricultural use only.”

*  December 20, 2012: Current application submitted to Kern County for cancellation of
approximately 72-acre portion of Williamson Act contract.

Current HECA Project Summary (2012/2013)

The HECA project is a 300 MW integrated gasification combined cycle electrical power plant
that includes an integrated “manufacturing complex” that will produce fertilizer to be used for
agricultural uses. HECA would gasify solid feedstocks consisting of coal and petcoke to produce
hydrogen fuel for the power plant, CO, for export to the adjacent Elk Hills Oil Field, and
fertilizer for agricultural purposes. Because it produces multiple products, HECA is sometimes
referred to as a “polygeneration” project. HECA would produce:

* 300 MW of low-carbon base load electrical power;
* Low-carbon nitrogen-based products, including fertilizer for agricultural purposes;
+ CO, for use in enhanced oil recovery processes at the adjacent Elk Hills Oilfield.

According to the application submitted to the CEC (full version available at
www.energy.ca.gov/sitingcases/hydrogenenergy/index.html) the HECA project would be a first
of its kind, a State of the Art facility that would produce electricity and other useful products for
California, and that would have dramatically lower carbon emissions compared to traditional
power plant facilities. The applicant states HECA would generate fewer emissions and have a
lower carbon footprint than other traditional coal-burning power plants because HECA will
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capture 90 percent of the carbon dioxide (CO,) from its processes and transport that CO, to the
adjacent Elk Hills Oil Field where it will be used for enhanced oil recovery and simultaneously
stored in secure geologic formations within the Earth (known as sequestration).

Electrical power generated by this project would be distributed to the grid through
interconnection with the Pacific Gas and Electric Company’s Midway Substation.

U.S. Department of Energy Funding

The U.S. Department of Energy is providing financial assistance to HECA under the Clean Coal
Power Initiative (CCPI) Round 3, along with private capital cost sharing, to demonstrate an
advanced coal-based generating plant that co-produces electricity and low-carbon nitrogen-based
products. CCPI was established, in part, to demonstrate the commercial viability of next
generation technologies that will capture CO, emissions and either sequester those emissions or
beneficially reuse them. Once demonstrated, the technologies can be readily considered in the
commercial marketplace by the electric power industry.

Kern County Comments on Overall HECA Project

Although the CEC is the permitting Agency for the HECA Project as a whole, Kern County has
an ongoing opportunity to provide formal comments to the CEC to recommend mitigation
measures for the HECA project, beyond the County’s current consideration of just the
Williamson Act Land Use Contract cancellation. As such, the Kern County Planning and
Community Development Department Staff have been coordinating meetings since 2010 between
HECA staff, CEC staff, and County Departments to review the HECA project and the project has
been reviewed by the necessary County Departments and the County Administrative Office for
impacts on public services, roads, and Kern County. Kern County comments have been as
follows:

e February 26, 2013: Comments received by the Planning and Community Development
Department from other County departments and stakeholders were presented to your Board.
At that hearing, your Board took action to authorize the Director of the Kern County
Planning and Community Development Department to prepare and mail formal written
comments to the CEC.,

e March 6, 2013: Formal letter sent to the CEC which included requests for additional
information on the HECA project, a list of the specific mitigation measures requested by
County departments to address potential impacts of the project in Kern County, and a
statement that Kern County does not support the use of eminent domain for acquisition of
any rail lines or other infrastructure related to the HECA project.

e July 23, 2013: Project status update presented to your Board. The update included a full
review of the “Preliminary Staff Assessment/Draft Environmental Impact Statement
(PSA/DEIS)” prepared by the California Energy Commission (CEC). As detailed in the
Board Letter provided to your Board on July 23, 2013 (attached), the CEC has found that the
overall HECA Project will have a significant and unavoidable impact to “Visual Resources”
(Aesthetics). However, the CEC had not yet made any determination on many of the key
subject-matter areas that are of particular interest to Kern County. Several members of the
public were heard by your Board in opposition to the Hydrogen Energy Project as a whole;
and your Board authorized the Director of the Kern County Planning and Community
Development Department to prepare and mail formal written comments, including all
comments provided by the Board during the meeting to the CEC and specific requests for
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mitigation measures requested by the Kern County Departments and the Board of
Supervisors, to address potential impacts of the HECA Project in Kern County. Your Board
also authorized the Chairman to sign a letter to the CEC with opposition to use of eminent
domain,

e August 8, 2013: Kern County letters sent to the CEC regarding PSA as directed by your
Board on July 23, 2013, The first letter was signed by the Director of the Kern County
Planning and Community Development Department and included three parts: (1) a listing of
mitigation measures previously requested by Kern County that were not included in the PSA
and the County’s subsequent recommended revisions to the Conditions of Certification; (2) a
listing of other additional requests specified by the Board; and, (3) closing comments and a
reiteration that Kern County does not support the use of eminent domain for any action
related to the HECA Project. The second letter was signed by the Chairman of the Board and
included a reiteration that Kern County does not support the use of eminent domain for any
action related to the HECA Project.

e August 19, 2013: After review of the traffic impact study (by URS, Revision 2 dated July
2013) for the Hydrogen Energy California project, the Roads Department submitted
comments and measures to mitigate the impacts upon County Roads (attached). The
mitigation measures were transmitted to the CEC for inclusion in the Final Environmental
Assessment (FSA), which is anticipated to be available in December 2013,

Cancellation of Williamson Act Land Use Contract

As noted above, your Board previously approved cancellation of a 491-acre portion of a
Williamson Act Land Use Contract that covered a portion of the HECA project site
(Cancellation 10-1, Map 120; approved June 29, 2010; Resolution 2010-168). However, the
applicant revised the project boundaries during project design in 2012. Therefore, the applicant is
now requesting cancellation of an additional 72 acres of land under contract in order to facilitate
the revised project as currently presented to the CEC for processing. The project site is bound by
Adohr Road to the north, Tupman Road to the east, an irrigation canal to the south, and the Dairy
Road right-of-way to the west.

The 72-acre site is currently being farmed with row crops and is under an active Williamson Act
Land Use Contract. The previous 491-acre cancellation approval was contingent upon the
applicant’s payment of the cancellation fee and was not to become effective until the CEC issued
a permit based on its review of CEC project, Docket No. 08-AFC-8. Since that 2010 decision,
the applicant has not yet paid the cancellation fees and, therefore, the 491-acre portion of the
contract is still active.

Required Findings for Cancellation

Section 51282 of the California Government Code states your Board may recommend a tentative
approval for cancellation of a contract only if one of the following findings can be made:

H That the cancellation is consistent with the purposes of Chapter 7 (i.e., the Williamson
Act); or,
2) That cancellation is in the public interest.

These options for cancellation can be explained as follows:
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Option 1: In order for your Board to make the findings associated with Option I, the applicant
would have to demonstrate the following:

1. The cancellation is for land on which a notice of nonrenewal has been served.

2. The cancellation is not likely to result in the removal of adjacent lands from
agricultural use.

3. The cancellation is for an alternative use which is consistent with the applicable
provisions of the City or County General Plan.

4, The cancellation will not result in discontiguous patterns of urban development,

There is no proximate, noncontracted land which is both available and suitable

for the proposed use or the development of the contracted land would provide

more contiguous patterns of urban development (Government Code

Section 41282(b)).

wn

Option 2:  In order for your Board to make the findings associated with Option 2, the applicant
would have to demonstrate the following:

1. The other public concerns substantially outweigh the objectives of Chapter 7; and

2. There is no proximate noncontracted land which is both available and suitable for
the contracted land would provide more continuous patters of urban development
of the proximate noncontracted land.

The applicant states that approval of this project would be in the public interest and would be
consistent with the second finding (Option 2) as listed in Section 51282 of the Government Code.
Therefore, the applicant must offer adequate justification for your Board to make the findings for
public interest, as listed above under Option 2.

Applicant’s Justification for Contract Cancellation per Option 2

As noted above, the applicant filed a petition for cancellation of the contract (attached) noting that
the cancellation would be in the public interest. The cancellation is an option under the limited
circumstances and conditions set forth in Government Code Section 51280 et seq. In such cases,
landowners may petition for land use contract cancellation and your Board may grant tentative
cancellation only if it makes the required statutory findings as outlined above.

The applicant has provided the following information to support the conclusion that public
concerns substantially outweigh the objectives of the Williamson Act (Government Code
Section 51282¢(1):

1. Public Concerns. Regarding the first finding, the applicant states that public concerns of
energy supply, energy security, global climate change, water supply, hydrogen infrastructure,
fertilizer supply, and the economy substantially outweigh the objectives of the Williamson
Act because the HECA project would demonstrate a first of its kind combination of proven
technologies at commercial scale that can provide base load low-carbon power that will make
an essential contribution to addressing each of these public concerns and provide numerous
public benefits at the local State, regional, national, and global levels. As such, the applicant
states that the findings set forth in Government Code Section 51282(c)(1) are satisfied, as
detailed in their application submittal (attached).

2. Proximate Noncontracted Land. Regarding the second finding, the applicant states there is
no proximate noncontracted land which is both available and suitable for the proposed use
and, therefore, the finding set forth in Government Code Section 51282(c)(2) is satisfied. The
applicant asserts that the project site was selected based upon the available land, proximity to
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a carbon dioxide storage reservoir and the existing natural gas transportation, electric
transmission, and brackish groundwater supply infrastructure that could support the proposed
300 MW of base load low-carbon power generation. The site was also selected for its
reasonable proximity to Interstate 5, State Route 58, State Route 119, and Stockdale
Highway.

With regard to availability, the applicant maintains that virtually all land in the proximity of
the project site is either under Williamson Act Land Use Contracts or in the Tule Elk Reserve
State Park; therefore, making it unavailable for the proposed project.

With regard to suitability, the applicant states there are no alternative sites that meet the
highly specific site selection requirements of the project discussed above. Prior to selecting
the project site, HECA, LLC, submitted its initial Application for Certification (08-AFC-8) to
the CEC on July 30, 2008, which proposed the project on an adjacent site. HECA, LLC,
subsequently decided to move the project when it discovered the existence of previously
undisclosed sensitive biological resources at the prior site. As a result, HECA, LLC, was
required to conduct an alternative site analysis to identify an alternative site for the project,
which ultimately identified the general area of the currently proposed site. In the process,
several possible alternative sites in the vicinity of the unincorporated communities of
Buttonwillow and Tupman were considered. However, the alternative sites were rejected for
various reasons, including topography, distance from the proposed carbon dioxide custody
transfer point, lengths of linear facilities, sensitive environmental receptors, and/or land
availability. In addition, each of these sites (with one exception), like the project site, were
contracted under the Williamson Act.

Comments from the State Department of Conservation

The State Department of Conservation (DOC) received the cancellation petition on
February 8, 2013, and responded on April 26, 2013, with an analysis of the ability for the project
to meet the required findings for cancellation, as detailed below.,

With regard to public concerns, the DOC believes the term “public” and “interest” refer to the
interest of the public as a whole in the value of the land for open space and agricultural- use.
Though the interests of local and regional communities involved are also important, no decision
regarding the public interest can be based exclusively on the local benefit of the proposed project.
The DOC notes the 71.56-acre site under contract is designated Prime Farmland per the
2010 Kern County Important Farmland Map and that data from County Staff indicates that the
site has had an active agriculturally productive history including cotton, wheat, and onions.
Current 2012 Farmland Mapping and Monitoring Program (FMMP) imagery data indicates
irrigated vegetation. Together with the supplied cropping history, the data would indicate that the
land is still agriculturally productive.

With regard to suitability and proximate available parcels, the DOC concludes that there are no
alternative sites that meet the highly specific site selection requirements of the project discussed
above. The DOC notes that as a part of HECA’s application process with the CEC, the applicant
was required to conduct an alternative site analysis to identify an alternative site for the project,
which ultimately identified the general area of the currently proposed site. In the process, several
possible alternative sites in the vicinity of the unincorporated communities of Buttonwillow and
Tupman were considered. However, the alternative sites were rejected for various reasons,
including topography, distance from the proposed carbon dioxide custody transfer point, lengths
of linear facilities, sensitive environmental receptors, and/or land availability. In addition, each
of these sites (with one exception), like the project site, were contracted under the Williamson
Act,
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The DOC noted in the County’s deliberations, it must be shown that agricultural and open space
objectives, which are protected by the Williamson Act, are substantially outweighed by other
public concerns before the cancellation can be deemed “in the public interest.”

Staff Analysis of Request for Williamson Act Land Use Contract Cancellation

Farmland valuation is estimated using a number of variables, such as the applicable water
purveyor and the types of crops cultivated. With the proposed cancellation of the Williamson Act
Land Use Contract, the Kern County Tax Assessor’s Office reassessed the land value for this
portion of the HECA project property (approximately 72 acres of prime farmland) at $644,040.
Staff notes that property is assessed at 1.2 percent of the land value for tax purposes. The land
revaluation greatly increases the amount of property taxes paid to the County annually when
compared to the taxes paid on property under a land use contract. Taxes on the site would
amount to about $7,728 per year. Over an estimated 25 to 30 year lifetime for a facility, the
County would realize combined property tax revenue of between $0.19 million and $0.23 million.
Your Board should note that there is no property tax discount or reduction in valuation given to
land that is under a conservation easement or deed restriction.

It should also be noted that since 2009, the State no longer provides subvention reimbursements
to the County to administer land under Williamson Act. In previous years, the County on average
received approximately $4.6 million in subvention funds, which to date equates to a loss of about
$18.4 million.

As described above, the DOC has presented analysis and recommendations for the cancellation
petition based on whether both sets of findings could be made by your Board. Staff has reviewed

~ the proximate, noncontracted parcels analysis, and the request with regard to conformance with
State and local requirements of the Agricultural Preserve Program for cancellation in the public
interest, and confirms the project complies with all noted provisions. The analysis of proximate
parcels supports justification for supporting the cancellation request based on the required public
benefit findings.

The Kern County Assessor’s Office has reviewed this request and has calculated the required
cancellation fees based upon the site’s fair market value. If ultimately approved by your Board,
this cancellation will not become effective until the applicant has submitted the required fee of
$80,505.00 to the Clerk of the Board.

It is noted that the project has been awarded federal funds by the U.S. Department of Energy, and
the study of the project has the financial support of Southern California Edison Company.

Planning and Community Development Department Conclusion and Recommendation

Staff concludes that the required findings can be made for a cancellation as set forth in
Government Code Section 51282(c)(1).

Specifically, with regard to the lIst finding, the project would provide energy for public
consumption, which would address public concerns (energy needs) that outweigh the objectives
of the Williamson Act. The project would also generate more than 2,000 temporary construction
jobs (over a period of 49 months) and more than 100 permanent operational jobs.

With regard to the 2nd finding, a review of the application materials demonstrates there is no
proximate noncontracted land that is available and that also provides the specific components
needed for the project.
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It is also noted that the project does not include a zone change to a nonagriculturally zoned
district, and the site would remain zoned A. Therefore, the land could revert back to agricultural
production in the future or if the HECA Project is never built; and the proposed activities are not
anticipated to result in the conversion of other farmland on nearby properties.

Additionally, a cancellation was previously approved by your Board in 2010 for this site. The
previous cancellation was for a 491-acre area to accommodate the original site design. Since that
time, the project was sold to the current owner and a redesign was made to accommodate truck
parking and warehouse space as shown on the attached site plan.

Staff concludes the project will assist in providing economic stability for the region by providing
increased property tax revenues and a stable source of high paying jobs. Additionally, given that
the public concerns that will be addressed by the project, Staff concludes there is substantial
evidence to support the findings set forth in Government Code Section 51282(c)(1) that “other
public concerns substantially outweigh the objectives of the Williamson Act Land Use Contract.”

California Environmental Quality Act (CEQA)

For the purposes of complying with CEQA, Staff is utilizing Section 15271 in your Board’s
consideration of the cancellation request. Section 15271 is an exemption which states that
“CEQA does not apply to actions undertaken by a public agency relating to any thermal power
plant site or facility.”

This exemption is appropriate since the CEC is conducting the environmental analysis on this
project; and that analysis will include agricultural impact analysis. The CEC is the Lead Agency
(for licensing thermal power plants 50 MW and larger) under the California Environmental
Quality Act (CEQA) and has a certified regulatory program under CEQA. Under its certified
program, the CEC is exempt from having to prepare an Environmental Impact Report (EIR). The
certified program, however, does require environmental analysis of the project, including an
analysis of alternatives and mitigation measures to minimize any significant adverse effect the
project may have on the environment.

Section 15271 is an exemption for certified State regulatory programs which states in part:

“CEQA does not apply to actions undertaken by a public agency relating to any thermal power
plant site or facility, including the expenditure, obligation, or encumbrance of funds by a public
agency for planning, engineering, or design purposes, or for the conditional sale or purchase of
equipment, fuel, water (except groundwater), steam, or power for such a thermal power plant, if
the thermal power plant site and related facility will be the subject of an EIR or Negative
Declaration or other document or documents prepared pursuant to a regulatory program certified
pursuant to Public Resource Code Section 21080.5, which will be prepared by:

(1)  The State Energy Resources Conservation and Development Commission.
(2)  The Public Utilities Commission.
(3)  The City or County in which the power plant and related facility would be located.”

Additionally, Staff notes the project will result in the loss of approximately 72 acres of Prime
Agricultural land. Therefore, Staff has recommended to the CEC that if approved by the CEC,
the project include appropriate mitigation for loss of Prime Agricultural land at a 1:1 ratio as
required by CEQA, and with mitigation occurring in Kern County. The CEC has accepted this
request and has included the mitigation measure in their PSA.
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This cancellation will not become effective until the applicant has submitted the required
cancellation fee of $80,505 (as determined by Kern County Assessor’s Office) to the Clerk of the
Board.

Planning Commission Hearings

June 13, 2013

This case was previously scheduled before the Planning Commission on June 13, 2013; however,
due to an advertising error regarding the publication of the required hearing notice ten (10) days
prior to this hearing; the Commission could not legally take any action regarding this project on
June 13, 2013. In the interest of public involvement and input, Staff recommended that the
Commission take public testimony and then continue this project until June 27, 2013, to ensure
all advertising requirements were met. The Planning Commission took public comments and then
continued the project to June 27, 2013. Several representatives of the applicant provided an
overview of the project. Several members of the public then spoke in opposition of the project,
and expressed concerns related to environment, traffic, pollution, air quality, and protection of
farmland. Several members of the public spoke in support of the project; and stated that HECA
would boost oil production, bring jobs and help the U.S. stop relying on foreign energy. The
hearing was then closed and continued to June 27°2013.

June 27, 2013

On June 27, 2013, a second public hearing was held and Commissioner Belluomini recused
himself. The applicant’s representative addressed the findings needed for recommendation of
approval of cancellation for the Williamson Act Contract and stated that the project would
address public concerns regarding energy supply and energy security, global climate change,
water supply, hydrogen infrastructure, fertilizer supply, and the economy. Ms. Lawson also
stated the proposed site had been selected based on available land, proximity to storage reservoir,
and existing natural gas transportation, electric transmission, and brackish groundwater supply,
and asked the Commission for approval. Staff gave clarification regarding the required findings
for approval of the cancellation. Seven members of the public, including several local farmers,
spoke in opposition to the project and expressed concerns related to: environment; loss of
brackish water and its effect on other farmers; the cost to Kern County to mitigate loss of prime
farmland; traffic; pollution; air quality; placement of the rail spur and possible coal spillage; the
project's effect on property values; potential safety hazards caused by plant explosions; health
risks due to food contamination; loss to the County’s long-term economy; and creation of a
“hopscotch-type” effect on land use development and possible setting of a precedent for other
such projects.

Commissioners Edwards and Babcock stated that the project should be referred back to Staff to
allow the CEC to complete the environmental document. Commissioner Martin voiced support of
the applicant meeting the necessary findings; however, he hoped Staff would continue to work
closely with the California Energy Commission and thanked all those who spoke at the hearing,
and indicated he could support the proposal. Commissioner Sprague voiced support of the
cancellation and suggested moving the item on to the Board of Supervisors. Commissioner
Babcock felt there was a lack of information to justify the cancellation of 72 acres of prime
agricultural land and had concerns regarding the proposed railroad spur. Commissioner Edwards
voiced concern with the negative impact the cancellation would have on the public's interest and
felt the proposal was premature. A motion was made by Commissioner Martin and a second by
Commissioner Sprague to approve as requested. The motion failed due to a lack of a majority
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vote. A motion was made by Commissioner Martin and a second by Commissioner Babcock to
continue this case to August 22, 2013. The motion carried.

August 22, 2013

Commissioner Belluomini recused himself from the project. Staff gave a brief presentation of the
project, The applicant's representative gave a brief presentation and stated the project would be
the best utilization of the land and asked for an approval. Four members of the public and
representatives from a local organization spoke in opposition to the project, including: Tom
Franz; Gordon Nipp, with the Sierra Club, Beau Antongiovanni, and Chris Romanini. Concerns
expressed were related to environmental, water, increased landfill wastes, air, potential for plant
explosions, and protection of farmland concerns.

Eleven members of the public and representatives from local organizations spoke in support of
the project, including: Irene Pena; Anita Salazar; Trish Reed, with Kern Economic Development
Corporation; Sophia Gomez; Linda Florez, with the Bakersfield Chamber of Commerce; Mr.
Gomez; Bob Hampton; Mike McWilliams; Danille Madroza; John Spalding; and Kathy Orian,
with the Taft Chamber of Commerce. Those in support stated that HECA would boost the
building and construction trades and other related jobs.

Commissioner Martin expressed compassion for the opposition; however, supported the
cancellation because it provided jobs and economic growth to Kern County. Commissioner
Edwards supported the cancellation. Commissioner Babcock concurred with his fellow
Commissioners.

The Commission voted to recommend that your Board approve cancellation of the Williamson
Act Land Use Contract subject to payment of penalty fees not to become effective until the
California Energy Commission issues a permit following its environmental review of Docket No.
08-AFC-8a.

Conclusion

Staff continues to conclude that the project meets the necessary findings for cancellation of the
Williamson Act Contract. Therefore, Staff recommends your Board approve cancellation of the
Williamson Act Land Use Contract subject to payment of penalty fees; not to become effective
until the California Energy Commission issues a permit following its environmental review of
Docket No. 08-AFC-8A; direct Clerk of the Board to issue a Tentative Certificate of Cancellation
subject to payment of penalty fees and compliance with all other conditions contained in the
Tentative Certificate of Cancellation.

PUBLIC INQUIRY OR CORRESPONDENCE: Kern County Assessor's Office, Kern County Roads
Department, Kern County Engineering, Surveying, and Permit Services Department/Floodplain
Management; Kern County Farm Bureau, Inc.; Greater Bakersfield Chamber of Commerce; State
Department of Conservation; Department of Conservation/Division of Oil, Gas, and Geothermal
Resources; John and Chris Romanini (2); Setton Pistachio of Terra Bella, LLC; California Energy
Commission

CEQA ACTION: Environmental Review: Special Situation, Section 15271

PLANNING COMMISSION RECOMMENDATION: Adopt resolution and recommended findings,
approving cancellation of the Williamson Act Land Use Contract subject to payment of penalty
fees; not to become effective until the California Energy Commission issues a permit following
its environmental review of Docket No. 08-AFC-8A; direct Clerk of the Board to issue a
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Tentative Certificate of Cancellation subject to payment of penalty fees and issue a Certificate of
Cancellation upon receipt of written verification from the Kern County Planning and Community
Development Department that confirms the applicant is in compliance with all other conditions
contained in the Tentative Certificate of Cancellation

BASIS FOR APPROVAL AND RECOMMENDED FINDINGS:

(M

)

3)

This Board finds that the applicable provisions of the California Environmental Quality
Act, the State CEQA Guidelines, and the Kern County Guidelines have been duly
observed in conjunction with said hearing in the consideration of this matter and all of the
previous proceedings relating thereto.

This Board finds and determines the project to be statutory exempt from the requirement
for preparation of environmental documents pursuant to, Section 15271 of the State
CEQA Guidelines.

This Board has determined that pursuant to Public Resources Code Section 21166
and 21083.3, and Section 15271 of the State CEQA Guidelines, said project qualifies as a
special situation and does not require preparation of further environmental documents
under the requirements of the Environmental Quality Act of 1970,

County Staff has reviewed the Environmental Information Form submitted by the
applicant, and it has been determined there are no project-specific significant effects for
the Hydrogen Energy International, LLC, (HECA) project. Pursuant to the California
Environmental Quality Act (CEQA) and the Guidelines for the Implementation of
CEQA, Section 15271, after a review of the proposed project and in light of the evidence
in the record, Staff has made the determination that the requested actions for the HECA
project do not require the preparation of subsequent environmental documentation based
on the following:

o As a result of the requested actions, no substantial changes are proposed in the
project that will require major revisions to the Kern County General Plan Final
Environmental Impact Report because of the involvement of new significant
environmental effects or a substantial increase in the severity of previously
identified effects.

° As a result of the requested actions, no substantial changes will occur with
respect to the circumstances under which the project will be undertaken that will
require major revisions to the Kern County General Plan Final Environmental
Impact Report because of the involvement of new significant environmental
effects or a substantial increase in the severity of previously identified effects.

] There is no new information of substantial importance that was not known or
could not have been known at the time the Kern County General Plan Final
Environmental Impact Report was certified, and no new significant effects as a
result of the requested actions will occur that were not addressed in the Kern
County General Plan Final Environmental Impact Report.

° The requested actions initiate the implementation of a project addressed in the
Kern County General Plan and previously analyzed in the Kern County General
Plan Final Environmental Impact Report, and the requested actions are in
substantial conformance with that plan.
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o The requested actions do not require the preparation of subsequent environmental
documentation as the conditions identified in Section 15162 do not occur.

G} In accordance with Subdivision (e) of California Government Code Section 51282, the
petition for cancellation was accompanied by a proposal for a specified alternative use of
the land.

(5) In accordance with Subdivision (a)(2) of California Government Code Section 51282, a
landowner may petition the Kern County Board of Supervisors for cancellation of the
subject Williamson Act Contracts; and the Board may grant tentative approval for the
cancellation of the contracts if the Board finds that the requested cancellation is in the
public interest.

Therefore, in accordance with Section 51282(c) of the California Government Code, this
Board finds the requested cancellation is within the public interest as follows:

(a) Based on facts presented by the applicant, this Board finds that other public
concerns, which include public concerns regarding energy supply, energy
security, global climate change impacts, hydrogen infrastructure and job creation,
substantially outweigh the objectives of the Williamson Act; and,

(b) Based on facts presented by the applicant, this Board finds that there is no
proximate noncontracted land that is both suitable and available for the use
proposed on the contracted land because the project site was selected based upon
its size, the proximity to existing electric transmission and carbon dioxide storage
reservoir, existing natural gas transportation, and brackish groundwater supply
infrastructure that could support the proposed power generation; and that
development of the contracted land would not provide more contiguous patterns
of urban development than development of proximate noncontracted land.

(6) This Board does hereby determine that the amount of the cancellation fee which the
owner shall pay to the County Treasures as deferred taxes upon such cancellation, in
accordance with Paragraph (b) of Section 51283 of the Government Code is in the sum of
$80,505 and does hereby certify said sum to the County Auditor; and finds and
determines there are no additional deferred taxes due under Section 51283.1 of the
Government Code.

) Pursuant to the provisions of Government Code Section 51283.4, this Board does hereby
establish the following conditions and contingencies, and declares that a certificate of
contract with respect to said parcel of land will be issued and recorded within thirty (30)
days after being notified by the landowner that each and all of said conditions and
contingencies is satisfied:

(a) Payment in full of the cancellation fee hereinabove mentioned;

® Unless said cancellation fee is fully paid, or a certificate of cancellation is issued,
within one year from the date of recordation for the certificate of tentative
cancellation, said fee shall be recomputed as of the date the landowner notifies
the Board of Supervisors that she or he has satisfied the conditions and
contingencies, as provided in subdivision (b) of Government Code Section
51283.4, and the landowner shall pay any additional fee arising from such
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recomputation as a further condition to issuance of a certificate of cancellation;
provided, however, that the landowner shall not be entitled to refund of any
cancellation fee previously paid even if the recomputed fee is less;

(c) Landowner shall obtain all permits necessary to commence the project of the
proposed alternative use, including a permit issued by the California Energy

Commission following its environmental review for Project Docket No. 08-AFC-
8A.

CMM:JKM:jc

Attachments
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