MINUTES

ENERGY FACILITY SSTE EVALUATION
COUNCIL OF WASHINGTON
February 2, 2004 - Regular Megting

925 Plum Street SE., Building 4, Room 308
Olympia, Washington - 1:30 p.m.

ITEM 1: CALL TO ORDER
CHAIR LUCE: Theregular mesting of the Washington State Energy Fecility Site Evauation Council

will cometo order. Thisisthe meeting of Monday, February 2, 2004. We are mesting in the
conference room a the Plum Street headquarters. Clerk, cdl theroll, please.

ITEM 22 ROLL CALL

EFSEC Council Members

Community, Trade & Economic Development

Department of Ecology
Department of Fish & Wildlife
Department of Natural Resour ces
Kittitas County

Chair

Richard Fryhling

Hedia Adelsman

Chris Towne

Tony Ifie

(via phone) Petti Johnson
Jm Luce

MR. MILLS: The Chair is present and there is a quorum.

OTHERSIN ATTENDANCE

EFSEC STAFF AND COUNSEL
Allen Fiksdd

Mariah Laamb

Pete Dewell — ALJ (viaphone)

EFSEC GUESTS

Karen McGaffey — Perkins Coie

Chuck Lean — Kittitas Valey Wind Project
Mark Anderson — CTED EP

Bill LaBorde— NW Energy Codition

Jm Hurson — Kittitas County (via phone)
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Mike Mills
Irina Makarow
Shaun Linse - Court Reporter

David Reich — Ecology

Mike Torpey — BP Cherry Point

Lauri Vigue— Fish & Wildife

Dave Grant — Whatcom County (via phone)
Mike Robertson — Intervenor (via phone)
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Mary Barrett — CFE, BP Cherry Point (viaphone  John Lane— CFE, Kittitas Valey Wind
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NO. 3: APPROVAL OF MINUTES

CHAIR LUCE: We will proceed to the next item on the agenda. That is the gpprova of the minutes
for January 5, 2004. Have Councilmembers had an opportunity to review the minutes, and are there
any recommended changes, additions, or other?

MS. TOWNE: | have marked up afew, but they are not substantive in nature. 1 will give them to Mr.
Fiksdd.

MR. FIKSDAL: Thank you.

CHAIR LUCE: Arethere any other comments by Councilmembers? Hearing none and noting that the
comments by Councilmember Towne are not substantive in nature, is there amotion to agpprove the
minutes as authored?

MR. FRYHLING: So moved.

MR. IFIE: Second.

CHAIR LUCE: All infavor say aye.

COUNCILMEMBERS: Aye.

ITEM NO. 4. ADOPTION OF THE PROPOSED AGENDA

CHAIR LUCE: Thank you. The next item on the agenda is the adoption of the proposed agenda.
Have the Councilmembers had an opportunity to review the proposed agenda? Are there any changes,
additions? Hearing none, the proposed agenda is adopted.

MR. FIKSDAL: Before we go any further, let's have the people on the conference line identify
themselves for the court reporter's convenience. So | have Mike Robertson; is that correct?

MR. ROBERTSON: Mike Robertson, active intervenor and interested party.

MR. FIKSDAL: David Grant?

MR. GRANT: David Grant, Whatcom County on the BP project.

MR. FIKSDAL.: Patti Johnson has dready said you're here. And, Judge Dewell, are you on the line?
Is there anybody else on the line?

MS. BARRETT: Mary Barrett, Counsd for the Environment for BP.

CHAIR LUCE: Ohhi Mary.

MS. BARRETT: Hdlo.

MR. FIKSDAL.: Thank you.

CHAIR LUCE: All right. Those identifications have been made.

ITEM NO.5: PROJECT UPDATES

Kittitas Valley Wind Power Project | Irina Makarow, EF SEC Staff |

CHAIR LUCE: We have noted as Item No. 5 Project Updates, information items. Irina, can you
update us, please, on the Kittitas Valey Wind Power Project and on the Wild Horse Project and the
BP Cherry Point Project.
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MS. MAKAROW: With regards to the Kittitas Valey Wind Power Project just avery quick update.
The one item | forgot to update the Council on the last Council meeting was that we had not recelved
any petitionsfor late intervention, so that deadline closed | believe on January 16. The Draft HS
comments, the comment period aso closed. | think we received al the comments we were supposed
to. Youveadl recaived thefirgt batch. There are three or four comments that came in within the
required postmarked date that | will be circulating to you al very shortly dso. And then thefind itemiis
the next prehearing conference which has been scheduled for the morning of February 19, and it will go
from 9:00 to 11:00 in the morning. Mariah isworking on travel arrangements, and | and Adam Torem
will be working out the agenda and circulating that to you and al the other parties probably later this
week or early next week.
CHAIR LUCE: Gresat.
MR. FIKSDAL: Whereisthe meeting going to be located?
MS. MAKAROW: Ellensburg.
MR. FIKSDAL: Do we know what room or location?
MS. MAKAROW: Yes. The County Fairgrounds, the Fine Arts Room.
CHAIR LUCE: Any questions from Councilmembers? Patty, you're on the phone. Do you have any
guestions?
MS. JOHNSON: No.

| Wild Horse Wind Power Project | Irina Makarow, EFSEC Staff |
CHAIR LUCE: Wild Horse Wind Power Project.
MS. MAKAROW: For the Wild Horse Wind Power Project, there are no new itemsto report. We
did receive the review document from Jones & Stokes regarding the draft application, and the future
applicant isworking on it's gpplication, and we would expect to get it towards the end of February or
early March.
CHAIR LUCE: Thank you. The next item on the agendais BP Cherry Point Project.

| BP Cherry Point Project | Irina Makarow, EF SEC Staff |
MS. MAKAROW: Julian Dewell, are you on the line?
JUDGE DEWELL: Yes | annow. | got cut off | guess.
MR. HURSON: Jm Hurson. Julian Dewdl and | were calling the old number, so we kind of missed
everything.
CHAIR LUCE: Y ou havent missed much.
MR. FIKSDAL: Soyou didn't hear any of Irinas report on Kittitas Valey?
MR. HURSON: No, | didnt. We called the 2225 number, and | caled around and redlized | guessit's
2226 now.
MR. FIKSDAL: That'sright.
MS. MAKAROW: Yes.
CHAIR LUCE: Irina, you want to recap.
MS. MAKAROW: A quick recap on Kittitas Valey. There were no petitions for late intervention,
prehearing conference, February 19, 9:00 to 11:00, at the Kittitas County Fairgrounds in Ellensburg,
and we are going to start working on the Draft EIS comments with Shapiro.
MR. HURSON: Okay.
MS. MAKAROW: Wild Horse, nothing.
MR. HURSON: Soundsgood. Thanks.
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MS. MAKAROW: Yourewedcome. BP Cherry Point Project. Last Friday we received, actualy last
Thursday we received a request from the BP West Coast to have the Council postpone its decision on
the land use consstency part of the project aswel and to request a postponement of the briefing
schedule. On Friday we aso recelved a comment |etter with regards to the Draft PSD permit which
also0 requested another 30-day comment extension on that draft permit.

MR. FIKSDAL: Mr. Chair, | seethat the representatives from BP are here. Do we want them to
come to the table and summarize?

CHAIR LUCE: If they would like to do s0, we certainly would entertain any comments they wish to
make.

MS. MCGAFFEY: Thank you. With respect to the firdt letter, the Thursday, January 29 letter, this
actudly reflects ajoint request on behdf of both BP and Whatcom County, and | know Mr. Grant ison
the phone. We are continuing settlement discussions with the County trying to resolve the issues that
were presented to the Council during the hearing. We had what | think was a very productive meeting
early last week, and our continuing discussions and what were requesting basicdly isto put off further
briefing and for the Council to defer on adecison on the land use issue as we try and resolve those
issues amongst ourselves.

MS. TOWNE: Mr. Chair, | have a question for Ms. McGeffey.

CHAIR LUCE: Absolutdly.

MS. TOWNE: Y ou made reference to the last land use consstency question. What other issues? Are
you seeking a comprehensive settlement package or focusing just on the land use?

MS. McGAFFEY: Idedly it would be a comprehensive settlement package. It'stoo early to tell
whether we will be able to resolve everything, but were trying to.

MS. TOWNE: Okay. Thank you.

MR. GRANT: And I would parrot from Whatcom County's perspective as well, Y our Honor.
CHAIR LUCE: Any other questions from Councilmembers?

MR. IFIE: Would this settlement result or the settlement discussions are they going to result inan
extengon of thetime for review of thisproject? | guess| don't know. | don't know if the question is
going to beto Irina. I'm looking at the letter. Y ou have aletter here that was —

MS. TOWNE: That waslast June.

MR. IFIE: There was aletter that you had sent earlier that says the decison on this project will be
sometime towards the end of January or so.

MS. MAKAROW: Wéll, there are a number of issuesthat came up in staff's mind with respect to the
request that was made for postponing the adjudicative process. Firg of al, we did ask ourselves
whether the Council had aready extended beyond the one-year review period, and | did go back to the
files, and I did find our June 10, 2003 letter to the Applicant which did confirm to us that, yes, that has
dready been dedt with. Now, of course, in this|etter it states that the Council would try to do its best
to reach adecison by the end of January 2004. So obvioudy with this current request for extension of
the adjudicative process that's not possible.

A number of other things aso need to be considered, and it's the degree to which the adjudicative
process interlinks with dl the other processes that are happening; the draft permits that were up for
public comment that our Ecology contractors are currently looking at and preparing responsiveness
summaries for and also the Draft EIS. At some point in time these three processes come together for
the Council to actually make considerations on the project and to pull their decison together. So
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obvioudy, if we delay the adjudicative process, the other two might be ddlayed dso. And if the
Applicant does come to us with a settlement agreement with the County and asks for us to quickly
resume the process and issue a decison, there till might be some delay for the other processesto catch
up and take into account other information that comes to the Council with regards to the settlement
agreements that might be reached or resolution of the land use consistency process. And thefind thing
that | would like to raise isthat even if there are periods in time where EFSEC gaff might not be
working on the project, athough our contractors right now arein avery busy period responding to
comments both on the permits and the Draft EIS, there will till be some project management costs
associated while we wait for the County and the Applicant to come up with their new proposd to the
Council.

CHAIR LUCE: Okay, acouple of questions. | guessin the order that you just concluded does the
Applicant understand that there will be some modicum of cost? And | don't know whét the exact
number of continuing project costs will be while we wait. And you're acceptable with thet?

MR. TORPEY: | understand.

CHAIR LUCE: The answer isyes?

MR. TORPEY: Yes.

CHAIR LUCE: Okay. You would clarify the sameway, Karen. | understand it's not a responsive
answer. All right. | guessthe second question | have isthe PSD that you said ther€'s been a letter
requesting an additiond month for the PSD hearing.

MS. MAKAROW: Yes.

CHAIR LUCE: Or for the PSD process to be complete.

MS. MAKAROW: Y es, another 30-day extension to the comment period, so the Applicant and any
other persons can continue to submit comments on that draft permit.

MR. FIKSDAL.: If we do extend or the Council does extend the permit time, we would issue aletter to
al those that were on our mailing list gating thet.

MS. MAKAROW: Correct. We would have to issue another notice that the comment period has
been extended.

CHAIR LUCE: But the work on the PSD, | mean there will be an additionad month, but processing the
PSD permit is not going to stop. The work will be taking an additiona month.

MS. MAKAROW: No, we have actually enough information to begin response to the comments. Not
al of the comments ded with the issues thet the Applicant is trying to resolve with EPA Region 10, so
the work has started and is going to be at full speed.

CHAIR LUCE: Okay. Are there plans on continuing thet?

MS. MAKAROW: Yes.

CHAIR LUCE: | guessthe next question | have is both of the Applicant and Whatcom and the Council
and that iswould it be helpful if we gave a date certain by which these issues need to be resolved? You
know, pick a month from now, Sx weeks from now, put some sort of atime limit on the periods within
which these negotiations which you both characterize are going quite well should be concluded.

MR. FIKSDAL: | have acomment, Mr. Chair. The Council could pick a date or we could ask
Whatcom County and BP to suggest a date, since they know best on how they're going to go abot it.
CHAIR LUCE: That would be perfectly reasonable, too, but | think we do need some -- | think
sometimes everybody is benefited by having a date certain againgt which we are going to work. I've
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lots of examplesin my persond and professond life earlier when that didn't hgppen and things kind of
tend to drift.

MR. FIKSDAL: The Council would ask BP to agree -- first of dl, | think there's a question here. One
is, isthe Council willing to extend the period, and | don't think thereisa-- because thisis a part of the
adjudicative proceeding you can ddiberate on that if you wanted to. Y ou don't have to take a vote
here. 1t's not an action item asfar as the Council meeting goes. Y ou could just say yes now or no or
discussiit, whatever you want to do. Y ou could say it seems gppropriate, and then the Applicant and
Whatcom County could submit a proposed schedule for your review, and then issue an order on the
dates, and then you would have some date certain. There€'s numerous ways to go abouit this, so it's up
to the Council to decide how they want to decide.

CHAIR LUCE: Councilmembers have any thoughts on that?

MS. TOWNE: Just acomment that itis, | think, in everyone's interest to achieve a settlement of the
issues, and that we should afford them the latitude to work out that process, though | agree that atarget
date at least would be beneficidl.

CHAIR LUCE: Dick?

MR. FRYHLING: That would be my feding too, yes.

CHAIR LUCE: Hedia?

MS. ADELSMAN: My only question, and it's maybe procedurdly. The land useis subject to public
meeting, and there were some comments by people. Does the agreement, | mean do you foresee the
agreement again going out to the public mesting or isit just up to us or isthe County planning & al on
having the agreement out there for people to comment on or not?

MR. GRANT: From the County's perspective, maam, | don't think our agreement if and whenit's
constructed would be subject to additiona public comments. | think you would probably see obvioudy
adifferent argument posed by the County. | think what we would tend to see as aresult of the
agreement is that Whatcom County would be dtering its position in regard to the land use consstency
question to the affirmative from the current position. 'Y ou would probably get an affirmative statement
from usthat it iscondstent. And so asfar as| could understand the Situation, it would seem to me that
that would resolve that land use consstency issuein total.

CHAIR LUCE: Sol think, Hedia, what were saying here is that Whatcom County as the
representative of the citizens of Whatcom County would be making a decision, potentialy a settlement
on behdf of the citizens, and the citizens have had an opportunity to get dl of thar commentsin.

MR. GRANT: The process has aready been undertaken.

MS. MAKAROW: Although I think that we would have to check what our rules say, we might have to
reconvene the Land Use hearing to accept whatever documentation the County is putting in and the
Applicant is putting in.

MR. GRANT: Fortunately you recessed that hearing and you actualy have the prerogetive to do that.
MS. MAKAROW: Yes, it would just be a matter of coordinating and reopening the hearing.

MS. ADELSMAN: | think that's maybe why | asked the question because | wasn't sure whether
procedurally we need to go back and close that loop. So you are going to check with Ann. Okay. All
right.

CHAIRLUCE: Sol guess| will ask the—

MR. FIKSDAL: You didn't ask Tony.

CHAIR LUCE: Oh, I'm sorry. | thought Tony indicated. Tony, are you dl right?
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MR. IHE: Yes I'min agreement with moving forward with the settlement. | think the Council ison
record encouraging settlement, so anything that we can do to make the settlement hgppen is something |
would support. | aso agree with Allen that the parties should be the ones deciding on the time or
should give us a proposa with regard to what time would make sense as far as the target time date or
that target period.

MR. FIKSDAL.: | dso have asked Dan McShane, and he wanted to cdl in today to be part of this
discussion, but he was unable to attend today either by phone or in person. He did send me an emall
saying that he would support adeay if that's what both parties are requesting.

MR. FIKSDAL: For the record, Dan McShaneis the representative of Whatcom County Sitting with
EFSEC on this case.

CHAIR LUCE: Back to both Counsd for Whatcom County and for the Applicant, would you be
willing to include a date within which you will wrap up these negotiations? Because | think everybody is
advantaged by having a date certain againgt which we're going to wrap things up.

MS. McCGAFFEY: What | would suggest isthat David and | talk about that and come up with a
schedue. Given the nature of our discusson, we are currently in a negotiation phase which might, if we
reach an agreement, might result in some additiond field work being done. So the schedule might have
more than one step to it. But | agree with you completely that having atimetable that we're working
under will hep us al focus on getting it done, so why don't David and | talk about it and submit
something to the Council dong those lines.

CHAIR LUCE: That'swould be very helpful. David, do you have anything?

MR. GRANT: | agree with Karen.

CHAIR LUCE: Okay.

MS. BARRETT: For the record, the Counsd for the Environment also supports settlement of the
remaning issues.

CHAIR LUCE: Judge Dewdl, do you have any comments or observations on what was discussed so
far?

JUDGE DEWELL: No.

CHAIR LUCE: Wdll, it'sbeen agood discusson. Oh, I'm sorry, Irina.

MS. MAKAROW: 1 just want to make sure that everybody is clear on the procedure from here oniin.
The Council hasto issue, will consder the request as amotion and will have to issue an order
responding to that motion. And so if you can get your schedule, if the Applicant and the County can get
their schedule as soon as possible, then we would be able to get the order out quickly.

MS. McGAFFEY: | guess| take it from the comments today that we have assurance that our brief isn't
due this Friday.

CHAIR LUCE: Friday isthe deadline?

MS. MCGAFFEY: Yes.

MS. MAKAROW: There appears to be a sense of the Council the motion might be granted.
CHAIRLUCE: Yes I think that'safair reading of the Council.

MS. McGAFFEY: Thank you.

CHAIR LUCE: Anything else on the issue of BP?

MS. ADELSMAN: So we don't need to take aformd action?

CHAIR LUCE: We are going to have aformd action. It will come in the form of amotion.

MS. ADELSMAN: Not for the Friday?
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CHAIR LUCE: Between now and Friday.
MR. FIKSDAL.: Becauseit's part of the adjudicative proceeding you can ddliberate. Y ou don't have
todoitin public.
MS. ADELSMAN: I'm learning.
MS. MAKAROW: So gaff will prepare an order, and well emall it to al the Councilmembers, and
you can al nods your heads or not, and welll get comments and get the order ot.
MS. ADELSMAN: Okay.
CHAIR LUCE: Great. Thank you very much. Appreciate you coming.
MR. TORPEY: Thank you.
CHAIR LUCE: Mike, do you have areport on the status of the Columbia Generating Station at WNP-
1 and 4 and Chehdis? I'm sorry. Did | interrupt?
JUDGE DEWELL: Yes, I'll bow out.
CHAIR LUCE: Okay, Judge Dewel. Thank you very much.
MR. GRANT: Whatcom County will do the same.
MS. BARRETT: And CFE will too.
CHAIR LUCE: Thank you, David. Thank you, CFE. All right. Herewe go. Three dtrikes and you're
out.

| Columbia Generating Station | Mike Mills, EFSEC Staff |
MR. MILLS: | have abrief reports on the two operating plants. Columbia Generating Station is
currently at 100 percent power, and they've been on line 214 consecutive days.

| Chehalis Generation Facility | Mike Mills, EF SEC Staff |
The Chehalis Power Plant has been running pretty consstently for the past two weeks. They fluctuated
in power some, but they're currently at full load which is aout 520 megawaits, and they are just about
finished up with the noise slencer work on severa pieces of equipment that they've been working on.
Well have the company comein at one of your next meetings and provide an update on the noise
improvement work that they've done at the plant.
CHAIR LUCE: Okay.

| WNP-1/4 | Jim Luce, EFSEC Chair |
MR. MILLS: WNP-1 and 4, Jm, | think you could give that report.
CHAIR LUCE: All right. Wéll, we had avery good meseting, Mike, mysdlf, and Chris Towne, with the
Director of the Department of Fish and Wildlife (WDFW), Jeff Koening, and staff on issues associated
with off-gte mitigation planning for WNP-1 and 4. We indicated to the Director that we had made the
request to Energy Northwest for the three and a haf million dollars to be provided by way of the
settlement agreement, and | think that that 30 days was just about up, right?
MR. MILLS: Just about up. We expect the money to be transferred in the next two days.
CHAIR LUCE: So those fundswill be transferred into an EFSEC account or into an account under
which EFSEC has control.
MR. MILLS. Yes.
CHAIR LUCE: The WDFW agreed that that made sense. We told WDFW we ill had as avery,
very high priority or highest priority on pursuing the McWhorter Ranch, which anumber of us visted.
The McWhorter Ranch negatiations which were being conducted by the Rocky Mountain Elk
Foundation about a year ago, you may recall, collapsed when Mr. McWhorter offered to sell the
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property, but was conditioned in so many ways that fee smple absolute was -- well, | can't find the right
words, but we weren't purchasing fee smple. We were purchasing something substantidly lessthan
that, and the vaue of what you were purchasing was not commensurate with the price you were paying.
The Director indicated that WDFW is dtill very much interested in the McWhorter Ranch, and they will
accelerate, reaccel erate, reinitiate negotiations with Mr. McWhorter through their Y akima Regiond
Office. We said we would hope that these negotiations could be completed within a reasonable period
of time, and we discussed generdly 60 to 90 days. After that period of time, if it's not possible to
achieve settlement on the McWhorter property, we asked WDFW to give us their technica assstance
in working with Dick and Hedia and Chrisin putting together an RFP that would have gppropriate
criteriain it that would be commensurate with the settlement agreement, and that would reach out and
advise the greater Benton County Area. | think the bulk of the funds need to be spent, by virtue of the
agreement, in Benton County. So | guess | would characterize, Mike and Chris can speak for
themsdlves, but | think it was avery positive meeting. And I'm happy that the Director seemsto be on
board with the way we want to proceed.

MS. ADELSMAN: Mr. Chair, | think | missed it. Did we give them a certain amount of time to
continue the negotiation?

CHAIR LUCE: We gave them agenerd time frame of 60 to 90 days. It will take alittle while just to
get ramped back up. Maybe they will cal Mr. McWhorter, and helll say | ill don't want to sdll in
which caseit will be avery short period of time. Again, time lines are somewhat helpful to moving
negotiations dong.

MS. ADELSMAN: Okay.

CHAIR LUCE: Mike, do you have anything to add?

MR. MILLS: | don't think so. Would you like staff to contact or send aletter to the Director?
CHAIR LUCE: | would like taff to send athank you letter to the Director for the time that he spent
with us, he and his gaff, and | think we aso discussed staff was going to contact the Director's key staff
person on this and make sure that the area office was going to be handling the negatiation. That was
what we were told, and that's what we want to double back on.

MR. MILLS: And that would be the regiond office.

CHAIR LUCE: It would betheir office, right.

MR. MILLS. Headquartersin Y akima

CHAIR LUCE: Right. | think, Chris, isthet right?

MS. TOWNE: Yes.

MR. MILLS: Staff will do that.

MR. IFIE: Could | get clarity on who has authority of us on spending of the 3.5 million dollars?
CHAIR LUCE: EFSEC. Spending may be the wrong word, perhaps control of and the ability to
disburse.

MS. TOWNE: Thefind decison authority remains with EFSEC.

CHAIR LUCE: We make the decison. We consult with them.

ITEM NO. 6: EFSEC RULESDISCUSSION

Rules Review Discussion | Jim Luce, EFSEC Chair |
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CHAIR LUCE: EFSEC rulesdiscusson. When we last |€eft thisitem everybody was going to complete
al their work by today. Right?

MS. ADELSMAN: Wdll, | havethreeissuesthat | want to discuss. | don't know what the other
members have in mind, and | wrote some handouts. Do you want meto talk about this?
CHAIRLUCE: Sure. Certainly. Maybe you start with a brief overview of the work that you and
Chris are doing in terms of synthesizing the rules.

MS. ADELSMAN: Yes. Chrisand | had a couple mesetings last week and this week, and we both
had the opportunity to go through al the rules from the beginning to the end, including the exidting rules
amended, and what we decided before getting into some sections that dedt with wetland and fish and
wildlife, we redly felt that the rules needed some, in our opinion, better reorganization. So we both
took the liberty, and | worked on them this weekend and today. We actudly went through it today and
kind of suggested, we're suggesting to the Council away of organizing the rules like SEPA rulestha are
organized in parts, and we know the Code Reviser does actudly organize severd rulesin part. Sowe
kind of used that formatting to organize some of this, we have five partsto the rule sections. One of
them | didn't count on having an area where a chapter just deds with organization of the rules, and then
anything that is agency procedures, we put it in Part 1, and you could see we brought a section from
different places. And what this pretty much doesis redly talks about what are some of the areas that
are the responghility of the Council, from the Council meeting al the way to Council public meetings,
information meetings and land use hearings and so on, and so we brought up everything that is a Council
responsbility in the front as procedures. On the first page there are a couple things that areraising a
question. Number oneis, there are definitions throughout the whole document and the origina rules say
that thisincludes al definitions. | think we propose thet if the definition is drictly related to a particular
chapter, that it should remain in that chapter; that if they cut across dl the rules, then they should be
brought up front. So we may want to look at that organizationaly. On the gpplicability therewasa
question in our mind in there. If you read certain parts of the rules even within a particular rule, -- and |
believe, Chris, which was the one that you read?

MS. TOWNE: Oh, it reated to | think it wasin 42.

MS. ADELSMAN: Noise, the noise.

MS. TOWNE: Okay.

MS. ADELSMAN: We actualy within the same even chapter, we in, some cases, we say it's
gpplicable to energy facilities. In other caseswe say it'sfoss| fuel. 1n another case we talk about
something dse, so wefed likeit'sredly very important that we clarify what are these rules gpplicable to,
and if they're not gpplicable like the CO2 which made alot of senseto say it'sonly foss| fud, then we
clearly say that in the specific chapter. But if you read the rules, it's very inconsstent even within the
same chapter. So | think that's maybe one thing that the Council needs to decide, in the question
relating to wind projects, does this rule apply to it or not. On the need of energy it's a separate one that
| want to bring up later on, SO we aso made some suggestionsin here. The second part is one that
redlly dedls with the sandards, mitigation, and monitoring, so were trying to bring al of this together,
including CO2 in there. Our number three is everything that the Applicant is required to do, the
gpplication, the content, you know, both, and you can see we brought potential site studies, expedited
processing, and then the gpplication itsdf and made some comments on various sections. And | don't
know if we have the time to go through them, but in some areas were actualy recommending some
sections move completely out of the application, especidly the one dedling with retoration plans and so
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on and move them to Part 4, which is the Site certification agreement. And we said that it redlly
pertains, kind of fits better because thereés alot of loose ends, after the Site certification agreement is
issued, you know what you do with it, termination of the project, sugpension of the project and so on.
Then Part 5 is the permits part of it. Wed like to propose this at least and have Chris aso speak for
hersdf, but from my perspective there was alot of improvement that had been done when the rules got
organized and what's in the web. But | believe from the readability and for somebody to follow through
the rules and see some of the thinking of the Council, it's not thereright now. Theresalot of mixtures
of sandards. Some of the standards have actualy requirements for applicants. 1n the gpplication there
are requirements that come after the application isissued, o there may be some needed organization. |
believe personaly that by better organizing we may actualy cut down on the pages. We may actudly
cut down on that. So thisisthefirst thing, and Chrisand | talked about who will do what. So we are
not bringing a suggestion, but we aso want to bring a, you know, how we are going to address this. So
that isthe firg thing that we have done, and, you know, we had alot of -- anyway, I'll stop there and
then we can talk more about this part.

CHAIR LUCE: Chris, you want to speak now?

MS. TOWNE: Yes. Shedoquently stated the results of our rather thorough deliberative process, and
| stand with her representation.

CHAIR LUCE: Heresacoupleof —

MR. IFIE: Can | make acomment? | think thisis avery worthwhile effort that both of you have taken
on. Some of the things you have come up with are the ideas we had at one time | thought. | thought we
put out effort and the best that we could a onetime. But bringing in fresh eyes, -- you guys weren't
involved in the process at thet time, but bringing in fresh eyeslooking at this, a what has been doneis
helpful. So you've seen some holes that need to befilled, and it's worth giving out total consideration to
your input.

CHAIR LUCE: Dick?

MR. FRYHLING: Yes, | agree.

MS. ADELSMAN: Tony hasn't seen what we're going to give him aswork. 1'm just joking.

CHAIR LUCE: Here are acouple of observations. Firg of al, | think theidea of organizing into
sections, whether it's dong these lines -- more efficient organizing is dways to be commended. We
have aschedule. The schedule says July. The schedule means July. It doesn't mean August,
September, October. 1f we get into October, once we've gone out with our CR 103 -- Chris, did you
get acopy yet? Once we get into October, then we are back to doing thisthing al over again.

MS. ADELSMAN: I'mlooking a July.

CHAIR LUCE: | amlooking at EFSEC Council action issues CR 103, July 5, '04, EFSEC Rule
adoption schedule revised October 8, '03.

MS. ADELSMAN: | agreewith you, Mr. Chair. Let me say that | took liberty for two reasons. One
of them within Ecology and I'm persondly involved with severd rulesright now and cdled the Code
Reviser, and they told me it would take three to four weeks minimum before they could take any rules
during session for them to even do the drafting. So there is a strong recommendation if you need to wait
until were dmost done which isredly, what March? Isthat, right, March 157

CHAIR LUCE: | undersand. We can't move until Dave finishes his SBEIS and cost benefit andyss.
That's a show stopper.

MS. ADELSMAN: That is correct.
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CHAIR LUCE: After that, how we move with the Code Reviser, we will aso consult with the
Governor's office in terms of what the Governor's office priorities are working with the Code Reviser.
S0 just as afootnote, you know, because the Code Reviser says thisisthree or four weeks, priorities
are priorities, and sometimes things can get moved up. | don't want to move it up and rush it and make
mistakes. | think you're taking the exact, correct gpproach. On the rulesthemsdavesjud this
admonition. | don't want to get in the middle of the rewrite, it's not rewrites, it's reorganization. One of
the reasons that they're longer than you might think they should beisalot of parties sat around atable
for along, long time working out what might seem to be in some peopl€'s minds details that were, why
did they put that in there? And the reason that sometimes they put that in there was that they wanted
and agreed rightly or wrongly thet that gave the level of certainty they were comfortable with. And so |
guess my admonition in doing this work would be people who thought long and hard about what needed
to be in those rules, and certainty and clarity was present among the key stakeholders and the Krogh
Group and that at least a that point in time among the Councilmembers when they worked with their
individua agencies. I'm not saying they got it right. Nobody saysthey did an A+ job, but I'm alittle
concerned about things that are just areference back to WA C something or other in somebody's
agency because that could open the door to dl sorts of interpretations about, well, we don't redly have
arule. Our ruleis dependent upon whatever. | don't want to pick on Ecology or Fish and Wildlife,
somebody esg's WAC, you know, how they're going to interpret that down the road, and that's not
what the Governor means by certainty.

MS. ADELSMAN: Mr. Chair, | redly gppreciateit, and I'm trying to be very, very sensitive to that,
but | will give you an example. We're not talking about -- | mean, yes, theré'salot of cleanup
subgtantively, but if you look at the standard for the air, we have three lines that refer to existing
dandards. If welook at others where there's fish and wildlife or the wetland, we have 17 pages which
getsinto -- so | talked to severd people within Ecology, and | think, firgt of dl, alot of what'sin thereis
changing as we speak which kind of scaresme. That means we used some stuff in our guiddines that
are subject to the science developing. So as a Council we need to go back and say, do we want that
much specificsin our rules or do we want a combination policy, some very clear principles, guidance,
and then the applicant uses certain, you know, documents that we know? And | think that's how Chris
and | arelooking a it. We're not looking a completely erasing dl the work that people have done.
CHAIR LUCE: Good. That'sredly good.

MS. ADELSMAN: But | would have to admit there would be some areas, and | don't know if you've
lately had the opportunity to look at them, but | look at the fish and wildlife sections. There are certain
areas that says applicant prepare an HCP, and I'm looking at that and I'm saying is that what we really
have in mind as Council or should we clean up that? So | think alot of it isdeaning up. It's clarity.
CHAIR LUCE: 1 think we're on the same wavedlength. All I'm trying to Signd isthat 17 pages versus
threelines, | like those three lines.

MS. ADELSMAN: | think we can go for more than three lines.

CHAIR LUCE: But the point is 17 pagesis not exactly arule. It'samaster's dissertation. So if we can
get there with less, that's fine. Now, I'm not going to jump in and roll up my shirt deeves and work on
this project because | think we earlier had asked —

MS. ADELSMAN: Too bad because we gave dl of that to you. We said Jm, Jm, Jm. Just joking.
CHAIR LUCE: | think that earlier we had asked Allen and | know we asked Chris and our contractor
who will be coming on board in the not too distant future and | believe, you, Hedia, | believe to work
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through this. So you've been delegated the responsibility to doit. | just think dong the way both our
contractor and Allen, you can kind of help steer the history of the Council with respect to where we
were. What we don't want to do, in my opinion, is bring forth arevison thet looks so substantiadly
different from what we worked on for the last year and a hdf that the gpplicants and the other
stakeholders and environmenta groups look at it and they say, "What planet were they on? Thisiant
what we talked about.”

MS. ADELSMAN: Hopefully we will bring in some improvement, not some things thet —

CHAIR LUCE: | totadly understand. I've gone on too long, but | just wanted to make that clear to you.
MS. ADELSMAN: Okay. Asl told you, Mr. Chair, I'm committed even though I'm taking vacation
garting the 16th, but I'm committed between now and then to spend whatever it's going to take at least
on the areas that Chris and | talked about that would be good to spend sometime.

CHAIR LUCE: | deeply appreciate that, and you're working on weekends, and that's above and
beyond the cdl of duty.

MS. ADELSMAN: That'sokay. I'm going to take a month vacation. | have two other quick issues
that | wanted to bring up. One, --

MR. IFIE: Can we finish up on this part? Isthere a schedule for what you plan on doing with the
reformatting of the rules?

MS. ADELSMAN: Chrisand I, we have not talked to the people except for she and | that we
assigned, but we thought for Part 1 isto have Allen and Chris work on that together, you know, on the
reorganization. Part 2, | will suspect it would be mysdf and Chris. Y ou know, she agreed to do alot
of edit, so | don't have to worry about alot of that, but at least | will try to work on that part. Part 3,
and we haven't redly taked to Irina on this one, but we thought maybe Irina, Chris, and myself or some
part of it. And then we have Part 4, that’s Mike and Chris. And then Part 5, which is the water qudlity,
| just wanted to have somebody again in water quality review the NPDES. And | don't know if theré's
anything under air, but that is one of the two permits. So because | am leaving on the 16th at least my
own parts and respongbility | am committed to doing them before the 16th, then | will give everything
that | will work on to Chrisin the sense she will be editing with Allen and with —

CHAIR LUCE: Our contractor.

MS. ADELSMAN: Yes, and | think pooling together, organizing, labeling | think it's going to be
depending on redly Chrisand Allen. But | believe that this product can be ready at the sametime.
CHAIR LUCE: It soundsto melikeit can. Agan, | want to commend you for the hard work you put
in.

MS. ADELSMAN: Okay, two other things. One of them isreal quick, and | think | want Dave also to
comment. Mr. Chair, you and | talked about this at the last meeting | believe, maybe the meeting
before, | made aproposal that we look at the $2.30 as part of the andysis for the economics. And one
of my reasoning, and | wanted to make clear why | felt that it would be appropriate for usto do that
type of andyss, number oneiswe did have alot of comments from people suggesting the dollar figure,
and | felt that if we're going to deliberate between what the numbers should be and come up with our
proposd, that we should have the evauation done for dl those numbers. So with your agreement | did
talk to Dave, and | believe Dave has taked to Jeff, and | would like to have Dave just quickly report
what he learned.

CHAIR LUCE: Sure. Just to remind the Council, Hediaand | talked. My fedling was people have
requested dl sorts of gppropriate dollars levels from one dollar to —
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MS. ADELSMAN: Five.

CHAIR LUCE: No, actualy one dollar to whatever the market cost is, and that wasn't defined, plus
some additiona increment above and beyond that.

MR. FIKSDAL: Can| interject for the minutes sake?

CHAIR LUCE: Right.

MR. FIKSDAL: Were taking about the CO2 rule.

MS. ADELSMAN: Yes, I'm sorry, thank you.

CHAIR LUCE: Were taking about the CO2 rule and what the cost per ton should be, and people
have suggested in the course of public comments everything from, there shouldn't be any mitigation so
there shouldn't be any cogt, to there should be mitigation to whatever the market cost is 100 percent,
actudly more than 100 percent. | think a couple people testified it should be 100 percent with a pendty
on top of that - 1 won't cdl it apendty. Maybe cal them incentives, an incentive on top of that for
something. So the question | had raised with Hediawas, firgt of dl, hadn't we redly modded enough?
Second, could we extrapolate from what we had aready done? | mean if it's $2.30 why not $4.60?
Why not $9.20? And third, if you couldn't extrapolate and if it wouldn't take any more timeand if
Hedia says, Ecology, out of their own budget, will pay for this, then okay. Only other comment and if it
wouldn't dow down Dave'swork. Those were the kind of parameters that we talked about.

MR. REICH: So | should probably tell you what happened with Jeff. Heis completely booked this
week, but he says he would have some time to work the following week on those analyses, then he's
got avacation in there, so he could commit to the end of the month. Likely have it before that, but it's
not for certain. It dependson if it goesright. What he has right now, and, well, | have stuff to talk
about too. But what he has right now isthe andlysis | asked him to run aready, he has it about hafway
done. So he hasn't had a chance to finish them yet. So assuming we get those next week, he would
then start running the additiona andyses after that.

MR. IFIE: Summarize for us what he's working on right now, the range of numbers. | thought we
agreed on some numbers. | was surprised the $2.30 was out of it after the fact. 1'm wondering now
what are the numbers?

MR. REICH: Yesah, | taked with Jeff. He'sin the middle of doing the generation portion of their plan,
30 he was looking to run some analyses to see how senstive hisresults are to carbon dioxide. So we
thought, well, is there some way we can work together on this and meet both of our needsin the same
runs? So what he looked at is basicaly the Oregon standard in the modd, and the Oregon standard is
very close to two of our dternatives which was to look at the Oregon standard and aso the $1.60 times
60 percent capacity. Soto mel fdt like, wel, hey were getting two of our runs, two of our aternatives
looked at in those same runs, so that'sredly useful. So heisn't running a $2.30 run or $2.30 analysis a
al, and | hadn't asked him to at thispoint. So we can do it certainly, and it would certainly make a
better document. But it's aquestion of if the deadline, the time line will dide someisal.

CHAIR LUCE: Asauming he getsit to you by the end of next month -- is that when he said he could
doit?

MR. REICH: No, end of this month, end of February.

CHAIR LUCE: End of thismonth. All right. Wéll, add two weeks because it just happens that way.
MR. REICH: Yeah, it could takelonger. Theré'sapossbility. He thought he was pretty confident he
could have it done by the end of the month.
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CHAIR LUCE: So add two weeks hypothetically. That would be March 14th, right? That'swhen
you're currently anticipating getting us the draft, right?

MR. REICH: No, the draft is due in two weeks from now. | thought | would have adraft to you in
two weeks from now.

CHAIR LUCE: Oh, that puts adifferent light onit. From my perspective we redly are dowing down
the process quite a bit. What about extrapolation?

MR. REICH: | don't have any runs at that dollar amount. | do have some of the results that he gave me
dready for the andyses hesrun, and | have preliminary runsthey did when they were trying to findize
what they wanted to use. The problem with that isalot of things changed. 1t wasn't just the dollar
amounts. It wasalot of other things changing too, so I'm uncomfortable extrapolaing with those. So
basicdly what the results are, for example, the one that he got us aready tells us how much cod-fired
plants we expect to see in Washington State in the next 20 years versus gas. What will happen if the
dollar amounts change? Where will they relocate? Where does that eectricity come from? So they're
redlly useful modesto have. The problemisif you start raising the CO2, it'skind of, | can't redly say
without the run what will happen.

CHAIR LUCE: Right. What | think I'm hearing you say is you're planning currently to have us the draft
in two weeks.

MR. REICH: 1 think that's going to dide too because I'm not going to get the results from Jeff probably
until next week for my part.

CHAIR LUCE: I'mtrying to do an accurate time line here, so maybe February 25.

MR. REICH: Yeah, yeah.

CHAIR LUCE: February 25—

MR. REICH: That's not including any addition of the $2.30 one.

CHAIR LUCE: No, | understand. So February 25 you would have a draft to us that would have the
two Oregon's and $1.60.

MR. REICH: Yesh. Wdl, yeah. So the Oregon andysis for Washington and $1.60 analysis for
Washington.

MS. ADELSMAN: Now theredraft | saw says $1.80, the one we got from Tim.

CHAIR LUCE: That's Tim's number.

MS. ADELSMAN: See, we dtarted to throw dl kinds of numbers.

CHAIR LUCE: Precisdy. It'sfrom zero to you pick it.

MS. ADELSMAN: That'sfor theanadyss. That'swhy | redly fed strongly and were talking about a
week, if his document isdipping by aweek. Soit'sthethird week. February isshort. An additiona
week to get the two dollar analyss. So if we have in front of us from one extreme to the other, and we
could select anything in between, we would be alittle bit better informed about which number to select
than if we had just kept cregping up and not knowing how far up we could creep.

CHAIR LUCE: You want to put five dollarsin there?

MS. ADELSMAN: No, because | think if the two dollars which is the lowest of the high gives us some
information that says, hey, at this price these plants are not going to choose to come to Washington, and
it's going to be some magjor impact, there's no need to look at $5.00 or to look a $20.00. We could
make a decision based on that.

CHAIR LUCE: You want to put $1.85 in there?

MS. ADELSMAN: It'slike were bargaining in Tonesan souks here.
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CHAIR LUCE: Weadl congder oursalves experts on what the right cost for mitigetion is.

MS. ADELSMAN: The only reason | sdlected the number isit’s the number we received from alot of
comments. We didn't see $1.85. We didn't see one -- you know, it doesn't mean that's -- | don't
know where were going to end up landing, but from the andysis point of view | thought it would be nice
to have two bookends.

CHAIR LUCE: Dave, how much time would this add to your work to get us a finished product? Drop
back of the envelope. I'm not holding you to it.

MR. REICH: A find document or another draft?

CHAIR LUCE: Another draft.

MR. REICH: Wdl, assuming that Jeff gets me the results by the end of this month, it won't take me
long to convert those into what | need to do. So it would be by the 7th, 10th of March, something like
that for a draft.

CHAIR LUCE: Okay. And Ecology isgoing to pay for this.

MS. ADELSMAN: If therésacog, | said well pay for it, and | got the agreement from our
management to do that.

CHAIR LUCE: And Lindasgoing to bind it.

MS. ADELSMAN: Aslong as he doesn't charge usfor dl of this.

CHAIR LUCE: No.

MR. REICH: J&ff said there wouldn't be a charge.

MR. FRYHLING: In our minutes going back to January 5th we said we were going to 60 at $1.60 and
60 at $2.30, and o that's what came out of our minutes.

MS. ADELSMAN: That's consistent now.

CHAIRLUCE: That'sfine. Let'sdoit aslong asit doesn't cost -- if there's additiona cost, Ecology
getsthe bill. And we're working againgt the two week thing here, not a, you know, gosh, | don't know
when. | know you're busting your gut. Okay? And the work you've done so far is redly firs rate. It
has been very hdpful. | just want to make it perfectly clear that thereis no right number. If therewasa
right number, we wouldn't be putting in $1.85 or $1.60 or 100 percent capacity.

MS. ADELSMAN: | know.

CHAIR LUCE: It doexn't exig. But if your leve of comfort is greater, Sgnificantly grester by putting in
$2.30 at 60 percent capacity, God Bless. Let'sgo get it done. Let'sfigure on another ten daysto get it
done.

MS. TOWNE: Aren't you saying we aready directed that?

MR. FRYHLING: ThisisChair Luce and then we're doing 60 at $1.60 and 60 at $2.30. That's from
the minutes.

CHAIR LUCE: 1 just confirmed that.

MR. FRYHLING: That'swhat our minutes said on January 5.

MS. ADELSMAN: There was some question in between that meeting and today, but | want to thank
the Chair for, and | think we are committed & least if it exceeds the time line, then we reeva uate that.
CHAIR LUCE: Theonly thing I'm going to say -- that's probably too strong aword. There could be
other requests for additiond modeling based on what comes back from $2.30 at 60 percent that needs
to be configured differently. So what | want to get the Council on board with today isthat'sit in terms
of the modding, unless thereé's some Friday surprise that just nobody has ever anticipated that has just --
| can't concelve of the scenario. But | can very well conceive of the scenario when people get the
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modd, they'll come back and there will be formd or informd requests for, "Waell, it's only another three
weeks. Couldn't we do some more modeling dong from these lines?’

MS. ADELSMAN: It's not going to come from me.

MR. IFIE: | think the door was open once you modified a decison that was made & the last meeting.
At the last meeting we decided three options like the minutes reflected, three options of andyss, and
that wasit. Sowhen you caled off the $2.30 from the andysis al of a sudden now we haveto try to
bring it after the fact which is doing something that | don't want us to do which is extending the time,
But the other thing happened because we broke the agreement that we made at the last mesting, so |
would say let's stick to that agreement to where it is now and the door won't be open again.

CHAIR LUCE: Okay. Thedoor isnot open again, right?

MR. IFIE: Closed.

CHAIR LUCE: Closed. The door closed, Chris?

MS. TOWNE: Yes.

CHAIR LUCE: The door closed, Dick?

MR. FRYHLING: Yes?

CHAIR LUCE: Thedoor isclosed, Hedia? Is the door closed, Hedia?

MS. ADELSMAN: I'm not asking for another analysis.

CHAIR LUCE: That's ayesable proposition. |Isthe door closed? Yesor no.

MS. ADELSMAN: Wel, | cannot vote for it.

CHAIR LUCE: I'm not asking you to vote. Isthe door closed? Yesor no.

MS. ADELSMAN: Wéll, based on what we have as discussion today, I'm happy with the $2.30
andyss.

CHAIR LUCE: | want ayes.

MS. ADELSMAN: | don't know if | can redly say the door is closed because | would not ask for
another andlys's, so maybe that means the door is closed, but | don't know if that's exactly what I'm
sying.

MR. IFIE: | think the issue was with you, Jm.

CHAIR LUCE: Thedoor's closed asfar asI'm concerned, and, Hedia, is on record as she's not sure
the door is closed.

MS. ADELSMAN: | think what Tony was saying it was closed last meeting, but then the $2.30 got
reevaluated. Now were just resffirming that.

CHAIR LUCE: | just reevauated in terms of how long an extralong time it was going to take.

MS. ADELSMAN: Okay. Thedoor is closed asfar as|'m concerned | mean.

CHAIR LUCE: That'swhat | wanted to hear. Thank you, Hedia. Have agreet vacation. Thiswill dl
be wrapped up by the time you get back.

MS. ADELSMAN: | know. | know it will. So are okay then with —

CHAIR LUCE: Right.

MS. ADELSMAN: Okay. | have one more after that.

CHAIR LUCE: Okay. Were having so much fun.

MS. ADELSMAN: Do you have anymore?

MR. REICH: | do, but do you want to finish up?

MS. ADELSMAN: No, you canfinish up. Youre here.
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MR. REICH: I'll try not to take up too much time. Firg, | have some handouts for you. | just needed
some guidance from Council on a couple of issues, some of which you just gave me. But therés some
other ones too that we haven't talked about. So there's two handouts that I'm passing around, oneisa
Table of Contents and oneis caled EFSEC Standard Revisions, for you to look a. So what | basicaly
wanted to do is, firdt, just look over the Table of Contents. | just have a couple of issuesthat | needed
to talk to the Council about. There was an email sent out by Ann the week before last. Did you dl get
that?

CHAIR LUCE: Right.

MS. ADELSMAN: Yes. Yes.

MR. REICH: So | wanted to talk about that. 1 wish Annwas here today, but I'm sure shell follow up
with any commerts or any questions that we have. But | wanted to just kind of go through this. Thisis
avery rough draft table of contents for the benefit codt, kind of where I'm at right now. | don't want to
go through dl of them, but | did want to go through acouple. Chapter 1 isjust an introduction, but on
Chapter 2, Chapter 2 isrealy where | try to establish the difference between the old rules and the new
rules. Okay? Soin Chapter 2 it's caled Basis Development and Existing Proposed Rules, so one of
the things in the benefit cogt, of course, we talked about before you have to identify what's the change.
We're going from something to something. That's how you get benefits and cost. And so the first
question | had for you regards the second subtitle, Basis Development, Chair Luce and Ann and Allen
and | had a conversation about exactly how we should approach the changesintherule. So usudly
what | would typicaly do is read the old rule and read the new rule, and it's apparent what the
differenceis But with EFSEC therésalot more. It'salittle more complicated. Onething isthe old
rules aren't very specific in alot of cases as to what the actua rule language is, and then, of course, alot
of things are just determined through adjudication. So if | wasto say, well, theré's no rule right now for
carbon dioxide mitigation, so wed say the rule right now is zero. Thereisno rule. So the changeis
from zero to what it isgoing to be. But of course, in red life, there's been severd projects where you've
required carbon dioxide mitigation. So what we' ve talked about on the phone was looking & two
different bases. So one assumesthat by just reading the rule, Strictly the rule, that would be one bas's.
There's no current rule for it, thenit's zero. Thereisno rule. And the second would be to look at your
past decisions through adjudication on what you guys decided. So you use both of those as basis points
to consider the changes. Does that make sense?

CHAIR LUCE: Itdoes. | mean| think rules over time, decisons over time can become a de facto
rule, o0 it makes sense as long as the work load is not impossible for you.

MR. REICH: Okay. | just wanted to give everyone a chance to be comfortable with that, so that it's
not a surprise when you seeit. So that iskind of the gpproach that we talked about and that I'm taking.
So you'll seekind of two bases. It makesit alittle more complicated, but | think it probably provides
better information for people reading this document, so you will seethat. Also | handed out and it goes
with the next subtitle Proposed Rule, the new rule. | handed out this comparison of the old and new
rules. | thought snceit looks like you might be diding alittle bit on date, one of the things that | would
want to establish in the draft is agreement on what the economic impacts are from the changes. Okay?
So what I've done, what | provided you there is my interpretation of the changes. So I've actudly gone
through, and | read every single section. Thisisan actual. These are asthe standards were last fdl, and
| don't know. They're changing alittle bit now. It might be alittle bit confusing, but what | guess I'm
asking you to do is perhaps to read these and see if you see things that | missed as far asimpacts,
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benefits, or costs associated with the rule changes. What | don't want to happen isfor meto giveyou a
draft, and for you to say, oh, you missed dl this stuff.

CHAIR LUCE: Right.

MR. REICH: So | thought if we can jump start it here, then we can speed up the process alittle bit. |
guesswhat might be, and I'll let you guys decide, but maybe | can come up with another criteria
document that talks about the actua benefits and cost of these changes. And we can hopefully ether as
asmadler group or as the Council agree what those changes are now, so that | can go out and vaue
them.

CHAIR LUCE: | think that would be helpful.

MR. REICH: Not today.

CHAIR LUCE: No.

MR. REICH: So what | could do iswithin aweek provide you with some criteria document kind of
like I think Ann forwarded you the one for carbon dioxide that | prepared, so | could do the same thing
for dl the other rule decisons. I'll try to make it smpler, o you can see what | think of as the benefits
and cogts, and you can tell me whether you agree or disagree.

CHAIR LUCE: That would be very helpful.

MR. REICH: So I will write something up and then emall it to you dl.

CHAIR LUCE: Could | ask you to email it to everybody, but everybody get comments back, unless
Allen has an objection, through Allen, so we have a consolidated place to get these comments insteed of
Dave gets comments from Councilmember 1, 2, 3, 4, 0 | think focusing things through Allen makes a
lot of sense.

MR. REICH: Okay. Good. So | will dothat. And maybe | should email it to Allen, and he can
forward it out, SO he can keep the chain of communication going. So that was the main Suff. | just
wanted to get rolling on that. Oh, down in Chapter 4 | guess we don't really need to talk about it that
much anymore because we just discussed about the modeling Situation. So | don't really need to bring
that up and | wont.

The only other thing | had to ask you about, and Ann mentioned it in her emall, was the least
burdensome andysis. Do you remember that discusson? You get three bullet points | think in her
emall, and there was this question of , in the Administrative Procedure Act, theré's a bunch of
requirements that you're supposed to walk through. One of them besides the benefit cost is the least
burdensome andys's, and | was Smply asking Ann is that something we want to do? And maybe we
need to wait until Annis hereto talk about that. She's the one who probably should beweighing in |
guess on whether or not it'sagood ideaor abad idea. But it is an andyss we have to do when we're
trying to follow the letter of the law of the EPA, and | know that's not necessarily the casein this
dtuation. So we don't have to decide today actudly. We can talk about it next sesson if you want to
tak with Ann.

CHAIRLUCE: Okay. Let'sdothat. Intheinterim Ann will be back from ski bresk, and we will talk
to Ann about it maybe later this week, least burdensome. It'sagood idea. All right.

MR. REICH: Thank you.

CHAIR LUCE: Isthat it?

MR. REICH: Yes.

CHAIR LUCE: Thank you very much. Y ou continue to do redly remarkable work.

MR. REICH: Thank you.
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CHAIR LUCE: | don't know how anybody can andyzeit. | mean andyzejdlo. Hopefully it's not
jelo. Certanly it'sfluid. Hedia, you had something else.

MS. ADELSMAN: Yeah, | had one last item, giventhat | may be gone. | mean unlessthe Asan virus
gets out of control we're gtill planning on our tripto Asa. So | wanted to bring up an issuethat | know
you may have discussed it in the past, but | wanted to see at least if we could discuss it one more time.
And I'm passing out two documents. One of them is a proposed rewrite of anew smal paragraph that
was added on need for power, and the other oneisjust a page for comment letters that we received
from CTED rdating to aparticular section. And given that this section is very important to the Chair, |
wondered if | should wait. 1t shouldn't take ustoo long. Well, you know, | read dl the comments and
then when | read this section, there was a couple things that redly for me at least was of concern, and
especidly the second sentence in the origina language. And unfortunately when | typed this, | should
have taken the existing language and done a strike out, but | think most of the committee remembers
what the exigting language said. 1t pretty much says that the gpplicant for Site certification for power
plants complying with the standards set forth in this chapter is not required to demongtrate the need for
power. Then it said the Council shdl not consider the question of need for power in the site
certification. And | have severa concerns. Many of them are expressed by CTED, but one of them is
not in there that | posed as aquestion. Given that we are making a recommendation to the Governor on
Ste certification proceeding is the fact that we are not going to even ask in some cases the gpplicant or
even oursdf to consider the question of need for power are we redly then putting the Governor in a
position where he or she either won't be able to ask for that type of information or they'll have to get the
information from somewhere else? CTED in ther comment, they bring severd things that aso | wanted
to bring to your attention. The fact that, you know, and you could maybe |et everybody read it, you
know. What | would liketo doisat least ook a an amendment of this section where it dill gives the
Council the discretion. It's our own discretion whether we may consider the question of need for power
but not to prohibit us completely from congdering the need for power. Not only prohibiting us, but
prohibiting our successors or the Councilmembers. And then also when the record goes to the
Governor the way thisis dated, if there are some stuations where we may want to congder this
question, this prohibits us from doing it and redly the information would be forwarded to the Governor
without that init. So | knew this was something that was discussed before, but | thought —

CHAIR LUCE: It was discussed for along time by alot of people, and | would encourage you to go
back and review the Krogh Report on this particular issue.

MS. ADELSMAN: AndI did. | reviewed it. | looked at it, and I'm not sure whether -- | may be
completely wrong -- whether the report went as far as saying the Council shal not consider. Maybe I'm
wrong in that.

CHAIR LUCE: I'd be glad to take alook at your language, and maybe we can tak about thisissue
later.

MS. ADELSMAN: Okay. Okay. It'smy proposd. | just wanted to haveit on the table and either
have the opportunity to talk about it now or we could talk about it later.

CHAIR LUCE: | would be glad to talk about it.

MR. IFIE: | think that's fine, but | would need to go back and review how we got to where we got to.
Giving us more time would be helpful.

MS. ADELSMAN: Yeah. No, I'm not asking for action today.

CHAIR LUCE: Good.
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MS. ADELSMAN: | was not.

CHAIR LUCE: | appreciate that. One of the ways we got to where we are is that we were modeling
ourselves after Oregon, if you can recdl, and thereés dways been anissue. Firg of dl, | don't think
there's an issue because the statute makesiit very clear the policy of the State of Washington recognizes
there's aneed for increased energy facilities. 1f you go back and look at one of our previous decisions -
- not dl of them because our decisonsin dl ingtances are not necessarily consistent. But if you go back
and look a some of them, there islanguage that says that the Council doesn't decide issues like need for
power. Others, such as Energy Policy, they may have aview on the need for power, and they've
expressed that from timeto time. And | would assume that in the forums that are available to them
they'll continueto do that. But the legidature, we conclude, has spoken to this.

The other part of that was the quid pro quo. CO2 was an issue in Oregon, so was need for power.
Now it was even more difficult to bend toward Oregon because they absolutely had to show aneed for
power. But asthe discussons evolved you recdl at the very beginning of our discussions people would
gart walking out of the room when the Council raised the issue of CO2. The lawyerswouldn't alow
parties to even talk about CO2 mitigation except in the halway and off the record. So then we
broached the subject, "L ook, thisisapackage dedl. Lotsof different partsof it." Not everybody likes
every part of it, but something isin it for everybody. In the something that'sin it for everybody at least
in part from the applicant point of view was additiond clarity which | persondly am not sure it needed,
but it's cregped into so many of our cases on thisissue of need for power. So whileit's not written
down anywhere as quid pro quo, the understianding among many parties is that we will support CO2
mitigation obligation requirements, but part of the ded that we need to get is clarity on this need for
power. Did the legidature say that that was adone dedl or didn't they? And that's why the languageis
written the way it is.

MS. ADELSMAN: | think if you look at the first sentence, we have not changed it. | have not
changed it. It saysthey are not required. We are till saying the gpplicants are not required.

CHAIR LUCE: The second sentence, Hedia, with al due respect, takes away everything the first
sentence says. | mean but Council may under its discretion consider the need for power. Y ou know, if
you put aperiod, if you had struck the second sentence, you might get there. But you're leaving the
door wide open on that issue. You're not —

MR. IFIE: I'm sorry. Keep on going.

CHAIRLUCE: No, | gpologize. | wasrambling. You asked what the history was. That's the history.
MR. IFIE: If | wasto make, you know, make adecison today on thisissue, my feding isthat | don't
think we need this rule because the statute is clear on the fact that need for power is not one of the
paramount criteria that the legidature felt needed to be used in congdering the location of the power
plant asfar as| could tdl. So what we've done here is were making this an issue without -- | mean it
won't be an issue because it kegps quiet on it. It'snot anissue. Thelaw says, what the statutes reads
right now it says it assumes thereis need for abundant power. That was an assumption, period. Now if
we bring this up on Satsop, well, we would consider it or we won't consider it that much, dl you've
doneisyouve raised theissue on it, and it becomes something that would become a point of contention.
So but again I'm willing to go back and reconsider.

CHAIR LUCE: | appreciate that, Tony, and | would agree with you under most circumstances. All |
would say isit shouldnt beanissue. All right? But it has been, and we have entertained testimony on
that issue repestedly even though as you say it shouldn't be an issue, and we have written orders around
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that issue that shouldn't be anissue. And | go back to thisis apackage dedl, and one of the quid pro
quos -- My choice of words, nobody esgs. One of the things that the applicants get out of thisin
addition to some certainty is clarity on this need for power standard, and | guess, Hedia, I'll talk to you
some more about that. | don't want to talk about it anymore here today.

MS. ADELSMAN: No.

CHAIR LUCE: 1 don' think you have the history that stands behind this.

MS. ADELSMAN: | havejust only one quick question. Does the Governor when he gpproves the Ste
certification, is he then bound by this saying? | mean he has to Sate the record asit is.

CHAIR LUCE: The Governor isgoing to review the rules, and he will give us his advice with respect to
what he thinks about the rules.

MS. TOWNE: You'e taking about a certification.

MS. ADELSMAN: I'm talking about not the rules, the certification.

CHAIR LUCE: Hésbound by the site certificate. It'sacontract. He signs the contract.

MS. TOWNE: But in consdering whether to sign it, is he bound by the record? Is his decison within
the four corners of the EFSEC record?

CHAIRLUCE: Yes

MS. ADELSMAN: Or can he bring in the question of need for power?

CHAIR LUCE: Sure. If EFSEC adopts the rule that says need for power has already been resolved,
it's not to be a subject anymore. That's an interpretation of law. 1I'm not practicing law, but thisis my
guess. Tha would be an interpretation of law which would be binding on dl officers of the State of
Washington. Soit's much likeit sounds. Reservethisfor Ann. My guessisif you sent him up aste
certificate that said the applicant has satisfied dl of the standards that EFSEC wrote that are codified in
the WAC and the WACs are derived from RCW 80.50, the Governor's ability to change that would be
very, very minima. 'Y ou would have to find some basis outside of the law to do that.

MR. FIKSDAL: | recdl the Sumas recommendation to the Governor. The Governor received the
Council's recommendation for the Sumas project of the last recommendation, and then he did hold
separate hearings or one public meeting or | don't know what you cdl it, and he heard from whatever,
you know, entity came in and said whatever they wanted to say. Now whether in his ddliberations and
what his advice was from his attorney, we are not privileged to it.

CHAIR LUCE: Right, precisgly. He will get whatever -- I'm just guessing that.

MS. ADELSMAN: Now, just thelast find thing. Exigting rules restate what's in the statute and
whatever new section will be an amendment to that exigting rule or it will be added to the exigting rule?
MR. FIKSDAL: We don't have arule.

MS. ADELSMAN: Number 463-14-020 need for energy legidative intent binding and you pretty
much restate what's in 80.50.010. It just says dahdah-dah requires the Council. And I'm saying you
have that, and then you have the new section, and ether you have to amend this new section, this
section, or we have to somehow attach to it.

CHAIR LUCE: What were doing, Hedia, | think, what was intended was to interpret as we actudly
could go back, and | don't have the cases off the top of my head. In the past we have dedt with this
issue, and there's Council language and opinions | believe that state that the legidature's pronouncement
recognizing the pressing need for increased energy means that there is not a need to demonstrate power.
Now | will be the first to admit we have not been consstent. We have been waking dl over thisroad
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likeatumbleweed. Let'sput it that way. And my interest in doing this again isto facilitate a package o
everybody gets something, and second of dl to bring clarification so ther€'s certainty.

MS. TOWNE: Mr. Chalir, | think the question though before us is snce we have an existing need for
power section, and we have a proposed new need for power section, are we going to go with two need
for power sectionsin our collective regulations or are we going to consolidate the two? Isthat not the
question?

CHAIR LUCE: We have aneed for power standard, and | wasn't assuming that you would be
changing that need for power sandard that'sin the draft. 1f you're going to propose that we change the
need for power standard that's in the draft that's on the website, then we need to have an extended
discussion about that.

MS. TOWNE: No, but there's dready onein the regs.

MS. ADELSMAN: Therésonein the exiging rules.

MS. TOWNE: Right, published WAC.

MS. ADELSMAN: And then I'm saying that the one that we published in the new section that's the one
that I'm raising today, and one of the things that bugs me about this, and then | will be quiet, is SEPA
requires we look at dternatives. And when we have a plant, you look at aternatives as to whether
they're, you know, somehow the need kind of is built into the SEPA process. So are we going then
when we do the EIS and SEPA, are we going to tell our consultant don't look at the need for power as
part of your SEPA? | mean if you're going to do that, then | think we need to go into the SEPA rule
and say that dso. I'm just kind of saying | think we have to be careful what is it that we redly are doing.
And if that's what were doing, then | think the aternatives that are going to be looked at by a consultant
for usfor the EIS SEPA, requiresto look at aternatives.

CHAIR LUCE: It'sclear we need some discussion on thisissue.

MS. ADELSMAN: Okay. | may not be here, but at least | was able to express some of my concerns.
That'swhy | wanted to do it today.

MR. IFIE: You can cdl in from wherever you are.

MS. ADELSMAN: AsI'm avoiding the chicken market I'll try to.

CHAIR LUCE: From the duck pond. Y ou might, if you want to, touch base with Chuck Cardli
because he has an extensive background on this, but I'm not suggesting you do that. 1'm saying you
could if you want to.

MS. ADELSMAN: | talked to him once, and he said he didn't think about SEPA. | mean therés alot
of implication.

MR. FIKSDAL: | think your previous question about do we need to amend 463- 14, whatever it is, --
MS. ADELSMAN: 020.

MR. FIKSDAL: -- because of this, isagood thing we need to ook at.

CHAIR LUCE: Okay.

MS. ADELSMAN: Andit'sinmy outline. So, last, are we okay with proceeding and organizing and
s0 on with this? Do we have the blessng?

CHAIR LUCE: Right. | want to work on the policy section as you might have guessed.

MS. ADELSMAN: | put Hediaand Jm and I'm not touching the CO2.

CHAIR LUCE: Okay.

MS. ADELSMAN: I'm not even going there.

CHAIR LUCE: That'sgood. That'sokay. You can go thereif you want to.
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MS. ADELSMAN: No, there's other people like Tim and Chris and others, but | think the draft I'm
going to mogily focus on are water and fish and wildlife and wetland.

CHAIR LUCE: Wél, you and Chris have been doing from what | understand redlly grest work.

MS. ADELSMAN: And everybody will have the opportunity to look at al that. Sure. Okay. Thank
you. That'sit.

MS. TOWNE: Before we get off rules are we going to talk about CO2 and Tim's redraft at al?
CHAIR LUCE: No, | wasn't planning onit. Tim sent out some comments on how he would change the
draft. Others have sert in their comments regarding how they would change the draft. | think
everybody has got agood idea. All right? So we probably need aworkshop in which we tak about
these ideas.

MS. TOWNE: Isanybody accumulating suggestions?

CHAIR LUCE: Weareworking, | think, off of Cardlli'slast draft, the 12/18 draft.

MS. TOWNE: Rather than Tim's 1/27?

CHAIR LUCE: | haven't had achanceto read dl of Tim's, but | don't want to do thison LIFO. Wall,
it'ssort of aLIFO takeoff. | don't want to do this on let's review based on who got the last comments
in because trust me I'll make some comments, and then you can review my draft, and then well use that
as agarting point, you know, probably. So that doesn't seem to be alogicd way to go. Let'susethe
last person who made the last commentsin. Tony probably would get some comments in and you
know.

MS. ADELSMAN: So how areyou -- | mean serioudy how are we going to be proceeding? Because
| thought Tim was the lead in taking a shot in redrafting based on some discussion.

MS. TOWNE: On Chuck Cardli's 12/18 version.

CHAIR LUCE: Timand I and plus Chuck, now it'syou —

MS. ADELSMAN: Now it'sme.

CHAIR LUCE: -- areworking onthe CO2. Tim sent in some comments. | haven't had a chanceto
look at them yet. | suppose | will have responses to Tim's comments, might. Y ou may have some
response. You sad you weren't going to delve into it, but that would be okay if you wanted to.

MS. ADELSMAN: So once the three of us review them then the other members can seethem. I'm
trying to look at procedurally how were going to -- because we're to have a bunch of redrafts how do
we want to do it proceduraly?

CHAIR LUCE: Procedurdly how do we want to do this? | think we need to take adraft. | guessmy
inclination would be, and thisisright off the top of my head. Okay? Youtdl me. | just saw it onthe
screen briefly. Tim has done extensive changes.

MS. TOWNE: Yes, sgnificant.

CHAIR LUCE: Okay. I dill think my inclination would be to go with Chuck's draft of 12/18, and then
we tak through the other proposed changes. | mean that's the last time the Council has redlly drilled
down on adraft. Individud Councilmemberswill have their suggestions. | may have some. Y ou may
have. Some others may have some | hope. But | think we need to pick a draft that Councilmembers
have had achanceto read. | know Tony's had comments. Let's start with that draft, and then well
have awork sesson. People can go around the table, and well go through it paragraph by paragraph,
line by line, and make some decisons.

MR. FRYHLING: When do we want to do this?

MR. IFIE: Timeisflying.
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CHAIR LUCE: Wsdll, timeisflying. Were dso waiting for the SBEIS, and we are out in front of our
consultant over here with respect to the economic impacts, so let me go look a Tim's extensve
changes. I'm surprised they're extensive.

MS. TOWNE: Wédll, there's a cover memo that characterizes changes, and there are sections del eted,
Sections added.

CHAIR LUCE: Wi, let me go talk to him about that because at some point in time like everything ese
it's got to be pencils down. | mean you can refine and refine and change and reorder and structure and
restructure —

MR. FRYHLING: 1 think it would be helpful for the committee to take whatever comments you get in
and come up with adraft for usto congder at the full Council.

MS. ADELSMAN: | thought that's what Tim was doing. Maybe he should have not sent it to the full
Council. Maybe he should have gone just to you and .

CHAIR LUCE: | think he should put in —

MS. ADELSMAN: | think he was trying to reflect some of our discussions but not —

CHAIR LUCE: | will talk to him, and he's off on an adventure today | think with the family, and well
have alittle meeting of the CO2 committee and work through these things. Theré's only so many ways
to revise arule cdled CO2. The bottom line from my perspective is ill cost per ton over how many
years, what's the adminigtrative cost. | mean we've got members of the public here who are interested
in CO2. What does the public think about this?

MR. LaBORDE: About procedure or about the rule?

CHAIR LUCE: No, we gtart on that we'd go for the rest of the day. 1t till seems to me that on CO2
the bottom line is the bottom line. What is the mitigation that's got to be provided, who's going to
provideit, and over what period of time?

MR. LaBORDE: | do agree there's some bottom lineissues, and we're certainly interested in dl the
aspects of therule.

CHAIR LUCE: Right. But whether there's preference and priority and how that's accorded and to
whom and therés alot of suff in there that's fun to play with.

MR. LaBORDE: A lot of those are secondary, tertiary issues.

CHAIR LUCE: Right. It'sinteresting, Hediaand others, it's al about the money. Not to quote
Chinatown or anything, but it redly is about the funding levels that are going to be required and whet the
impact on the economy is going to be both for the applicants and for the consumers of power. That's
redly what it's dl aout from my perspective.

MS. ADELSMAN: So do we want to wait until we got dl the analyss then to plug in the numbers?
CHAIR LUCE: No, | don't think we need to do that. | mean plug in the numbers. Everybody pick a
number. | mean lots of us have picked different numbers, you know. In essence there's ablank, you
know, no matter what. There's a blank which has to wait for the cost benefit analysis before we can
redly plug the number in. | thought you'd never ask.

MR. ANDERSON: | won't address need for power.

CHAIR LUCE: Good.

MR. ANDERSON: | think it isimportant that you make your decison on the substantive issues first,
not just what the text isgoing to say. Getting down to the money isthe issueis correct. One of the
substantive issues that we were concerned about was trying to get the payment to be as closely or more
closdy associated with actua emissons, so that you make some sort of decison about not just that it's
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an assumption it's going to run for 30 years, and it's going to be this assumed say 60 percent capacity or
80 percent or 90 percent, but you try and get close to what they're actualy operating at. If thereésten
wet years and they're operating at 40 percent capacity, you're going to have lower emissons. If there's
dry years and they're operating at 80 percent capacity, you're going to have more emissions. Soitis
about the money, but it may be in terms of equity how closdly it'srelated to actua operation, that kind
of Suff.

CHAIR LUCE: Understood.

MR. ANDERSON: The only other thing would be that weve encouraged just Smplifying to look at the
naturd gas consumed rather than having to ded with the heet rates and those kinds of things. It does
get down to money, but it could be one sizefitsdl or it could be more closdly related to what actud
emissions are and we were hoping for that.

CHAIR LUCE: Undergtood, thank you. Comments by others? Okay. Well, we've had arobust
discusson of therules. Wdl, I'll call ameseting of the CO2 subcommittee here even later thisweek to Sit
down and go through this.

MS. ADELSMAN: Friday maybewe candoit. If were sill having that other meeting Friday, maybe
we could doit.

CHAIR LUCE: The other meeting on Friday being?

MS. TOWNE: OFM.

CHAIR LUCE: That one, yes. Christells me Friday isnot good for you. Wednesday is good.

MS. ADELSMAN: | can do Wednesday.

CHAIR LUCE: And it dependsonwhere Timis. | know he's not in the office today but what his
avalability is

MS. ADELSMAN: Wednesday works for metoo if you want to do both, if we could do both.
CHAIR LUCE: Okay. Mr. Fiksddl.

MR. FIKSDAL: Chris, did you have anything e'se on rules? You didn't have any rulesto discuss?
MS. TOWNE: No, no, Hediaand I did it al for you.

ITEM NO.7: OTHER

L egislation | Allen Fiksdal, EF SEC Manager |

CHAIR LUCE: Allen, legidation.

MR. FIKSDAL: Legidation. Asof last Friday it's now called Substitute House Bill 2340, and thet is
the bill that would enable an entity to opt into the EFSEC process for Sting of eectrica transmisson
lines passed out of the House on Technology, Telcommunications, and Energy and isin the House
Rules. And Bill 2338 which was concerning the mitigation recommendations for nonfedera power
licensing did not pass out of committee last week.

CHAIR LUCE: It's4ill under consderation asfar as you know.

MR. FIKSDAL: Asfar as| know.

CHAIR LUCE: Siill pending.

MR. FIKSDAL: There are saverd hills that have to do with renewable energy that CTED isfollowing,
but those are the only two hills that directly affect EFSEC.

MS. ADELSMAN: Allen, I'm sorry. Hydro, did it get amended?
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MR. FIKSDAL: No, it didn't pass out of committee. It's sill in the House Energy Committee. And as
I'm sure alot of your agencies know there's quite afew bills that have to do with rule making and
subgtantive rule making that will probably be exciting to watch those.
MS. TOWNE: What became of 30407?
MR. FIKSDAL: 3040. | haven't seen anything scheduled yet on that.
MS. TOWNE: Okay.
CHAIR LUCE: Refresh my memory.
MR. FIKSDAL.: 3040 is prohibiting the regulation of carbon dioxide emission from fossl fuel power
plants.
CHAIR LUCE: Okay. It hasrit been scheduled asfar as| know.
MR. LaBORDE: Unlikely to be scheduled.
MR. FIKSDAL: That'smy sensetoo. It'sunlikely to be scheduled.
MS. ADELSMAN: And the cutoff istomorrow?
MR. FHKSDAL.: Friday | think isthe hearing in committee for its house of origin or read into
committee. | can't remember which oneitis.
MR. IFIE: Get out of committee.
MS. ADELSMAN: | heard the hydro may actualy till go out, and we talked within Ecology, and |
think our feding isand | talked to the Chair about this, the adjudicative part of it isred problematic for
us. The coordination, having EFSEC do the coordination is maybe a good thing to do, but there's some
parts of the bill that need to be clarified, perhaps it could be changed and improved.
MR. FIKSDAL: If it comesin the committee, well work with the committee if necessary.
CHAIR LUCE: The Governor's office has no postion ether for or againg thet bill.
MS. ADELSMAN: | understand.
CHAIR LUCE: Okay. Anything ese?
MR. FIKSDAL: No.
CHAIRLUCE: Let'ssee Thelastitemis—
MR. FIKSDAL.: Beforewe get to the last item should | just cover one other thing? In your packets
you have draft minutes from September 30 in there, and we forgot to do the September 30 meeting
whenever they first came out, SO we put thisin your packet, so you can look at it, so you can take
action a your next Council meeting which is two weeks and aday from today. So that'swhy these are
in here. We never got around to them, and we want to take action at the next Council mesting.

| Council Operations | Allen Fiksdal, EF SEC Manager |
CHAIR LUCE: Good. The next issueis EFSEC funding. | think I've talked to alot of you about this.
Hereéstheissue basicaly. The statute currently provides -- let me back up. EFSEC practice for as
long as | can recdll, forever, you —
MR. FIKSDAL: That you can recdl?
CHAIR LUCE: That you can recal.
MR. FIKSDAL: Or Mike can recall.
MR. MILLS: Forever.
CHAIR LUCE: EFSEC practice forever has been to bill gpplicants and licensees for dl costs
associated with EFSEC operation. That includes O & M. Some parties have raised an issue with us
about whether that's appropriate, and they have pointed to RCW 80.50.071(1)(b)(c) | bdieve. In
essence | will just tell you what the statute says unless you redly want to look it up. Basicdly what it
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saysisthat the gpplicants and the licensees who are being monitored shall pay "such reasonable costs as
are actudly and necessarily incurred by the Council in processing the gpplication or,” and | can't find the
other spot right now, but basically in monitoring. The issue has been raised about whether that's an
appropriate approach, and we need to address that issue. We have basicdly | think three different
options. Option one would be just keep doing what we're doing. Some parties have suggested that
they fed strongly enough about that that they might seek other redress. Perhaps in the form of
requesting an AGO letter on that. The second option would be for usjust to say, "Well, you're right.
We werewrong. For the last 40 years we have been conducting business inagppropriately. Now, the
third option isto take a hard look at the statute and what our policies have been and try to determine
whether we want to change those or not. So what I've laid out hereisthe latter gpproach. Allenis
going to hep me on this, and what | hope to do isto have an agendaitem here in the not too distant
future that puts thisissue before anybody who shows up and gives them an opportunity to comment on
it because the only people who have raised this issue and with whom weve discussed thisissue are the
gpplicants and the licensees, so other stakeholders who normally appear before EFSEC are unaware of
the discussons that are ongoing. And it seemed to me just as amatter of fairness they need to know
that thisissue isn't being submitted by the Council and to give those people, any people, areasonable
amount of time within which you can pick it, two weeks, three weeks in which to provide written
comments. The upshot of which would be EFSEC would have an informd, | stress, informal policy
development during which we would make a recommendation. We would come to a recommendation
among oursalves on how to proceed. We could proceed just as business is now or we could choose to
do something different. If we choose to do something different, we need to make that decison in time
to approach CTED and OFM prior to the next budget biennium being prepared. Which is when?

MR. FIKSDAL: We d probably have our information by August or September.

CHAIR LUCE: | would hope we could do it well before then. But in any casein the interim what I've
asked Allento do isto try to start looking at what actually that would be in terms of if you construed
actudly and necessarily incurred by the Council in processing the gpplication or monitoring if you
construed that very, very narromy what would that mean in terms of additiona cost that were not
reimbursed by gpplicants and licensees of EFSEC; in other words, what would you need to cover or
what would you need. And you could try and get some grants or you could request money from the
legidature or you could -- theré's anumber of options available. So | think we need to have that
discusson among oursalves, | think we need to let the public have an opportunity to comment on that,
and then | think we need to make a recommendation to CTED. CTED would be the appropriate
person to make that determination?

MR. FIKSDAL: Wéll, our budget isincluded in the CTED budget. We would work with CTED and
be included, and it has to be part of the Governor's proposa, so the Governor's office isinvolved,
OFM. Just the normal process.

CHAIR LUCE: Sothat'swhat thismemoisdl about. It'sjust anissuethat | think some of you actualy
sat in on amesting with the independent power producers when they raised thisissue. And the other
option would just be, maybe | mentioned it, just to say, well, we've been doing things for 40 years and
to change. But doing that without bringing this to the attention of other people who cometo EFSEC
didn't seem to me, it just didn't taste right. It seemed like they need an opportunity to comment. Yes,
Hedia
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MS. ADELSMAN: Mr. Chair, | may be wrong, but in reading the rules | thought there was an
amendment that were also suggesting adding to the rule on the overhead cogt, so it actualy looks like
we should maybe look at that section in light of this discusson or because you're talking about atime
line.

MR. FIKSDAL: There are different ways to interpret what the rule says. | think if you're looking at
overhead, the question then iswhat goes into overhead? And | think that's more the case of what we're
looking at under this memo iswhat are dl of those factors that go into an overhead or do you want to
cdl it that or the generd things that we charge to applicants? | think part of the one interpretation of the
proposed changes to the rule could be, you know, just to make clear that things like rent, copy
machines, and computers, and you know types of overhead costs are included in that.

MS. ADELSMAN: Because OFM does define overhead. The only reason | brought it up is because
we do havein the rules a proposed change.

MR. FIKSDAL: | meantherésa CTED overhead too that gets charged on stuff.

CHAIR LUCE: How muchisit now? 40 percent?

MR. FIKSDAL: Thirty percent.

CHAIR LUCE: Thirty percent of our budget is directly —

MR. FIKSDAL: Wadl, someof it.

CHAIR LUCE: Thirty percent roughly of our budget —

MR. FIKSDAL: Exduding contracts, goods and services, travel and equipment”.

CHAIR LUCE: -- goesdirectly to CTED.

MR. FIKSDAL: That's the agency it goes through there, and that's controlled by OFM and dl sorts of
other factors. But for me alot of thisis there's some big gray zone, and some people have brought up
issues that they don't think are actions or Council work they should be paying for. But therésalot of
importance for meto find out exactly whereistheline or is there a bright line because | can see alot of
gray areas and to identify the gray areas what's in and what's out is one of the most important things for
me.

MR. IFIE: | think the proposal that Jm has on the tableisagood one. 1t would consider agood faith
effort on our part to try to find out if there were any issues that need to be addressed with regards to
how EFSEC funding isdone. I'm talking about an open forum where dl the different stakeholders have
achanceto haveinput into it, S0 | would say let's go for it and scheduleit.

CHAIR LUCE: Okay.

MR. IFIE: That would be my recommendation. | would scheduleit, do it, so that the people that are
raisng the issues could have a sense that we are taking their word serioudy and doing something about
it.

CHAIR LUCE: | would liketo tak to Allen and any Councilmembers who have ideas, but | think we
need to get the word out to the community at large maybe by an email or otherwise that thisissue is
dive and we are going to solicit input from you ether oradly or inwriting. In alarge agency such as
DNR or Fish and Wildlife or CTED or Ecology a 20 percent cut can be absorbed painfully, but you can
move empty FTE dotsaround. You can do lots of different things. If hypothetically your O & M here
was 20 percent -- I'm not saying it is-- that you couldn't recover from gpplicants and licensees, there's
no place left to cut. | meaninared sense-- well, | won' finish the sentence. But, you know, it would

! CTED indirect rate is applied to Salaries and Benefits only.
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be dgnificant, very significant to EFSEC's continued operation. It dso would obvioudy and
gppropriately show us that's the way it goes and put our program, whatever it may be, before the
legidature. Nothing wrong with that. 'Y ou go up and defend your program. But some people might,
you know, propose arule to do something that they think may be good for the environment and maybe
you disagree. Therésavery easy way to ded with that is delete the funding for that program. Sorry.
Don't want to go there. Conversdly the opposite can happen aswel. So there's some longer term
consequences to this that people need to think through in terms of EFSEC's operation in the future,
That'swhy | think it requires alittle bit of deliberation.

MR. IFIE: Sowhat kind of time frame are you thinking about?

CHAIR LUCE: We need to get it donein time to have arecommendation to go, if necessary, to CTED
and OFM and get ready for the next budget biennium if in fact we go that direction. | would liketo do
it by sometime this late spring, early summer. It doesn't seem to me like it should take forever to do
that. We could tak about it for along time.

MR. IFIE: The sense| got was that because | was at the same meeting that you were at and it seems
like the time frame that the people expressed concern or opinions about was February. We arein
February now. So are we going to start it now or shdl we postpone it?

CHAIR LUCE: | talked to the people. | talked to Bob Kahn and told him what we were going to do.
And obvioudy they would prefer that we move right now, and | told him that | don't think that thet's
possible. | told him that's possible, but it wouldn't be fair to other stakeholders. So | told him that
we're going to go ahead in this direction, and they will have to make whatever decisions they want to.
MR. IFE: | think the other part of thisdiscussonisthat it's fill a good thing whether or not even if the
people concerned are going to go in adifferent route, even if they're going to go ask for an AGO, it's
gl agood thing for usto look a how we are financed or how the budget works and make any fine
tuning that needs to be made.

CHAIR LUCE: Right. And another option would be going to each one of our member agencies and
ask them to contribute to a certain amount of O & M to our budget in addition to anything else.

MR. IFIE: Ecology could probably contribute alot, right?

CHAIR LUCE: They'vegot al the money for the modding. At least you could bring dong afew
dollarsfor O & M.

MS. ADELSMAN: Wetadked about it generdly. We taked about certain things like the rules.
Maybe we would be open to that. Y ou know, if it's project specific, that's different.

MR. FIKSDAL.: | think there's things we can talk to other councils and boards and see how they're
funded.

MS. ADELSMAN: Yeah, good idea

MR. FIKSDAL.: | think this Council is pretty unique in it's aregulatory body and it's fee supported
where most other Councils' get money from the legidature.

MS. ADELSMAN: A hundred percent from the generd fund like al the environmenta hearing boards.
But ether I'm under hydraulic, again, SO my agency pays or gets paid by the generd fund.

MR. FIKSDAL: We are dmost unique in state government, but we can sill check.

CHAIR LUCE: Anything elsefor the good of the order?

MS. TOWNE: Mr. Chairman, can you tell me why the September 30 draft minutes are gppended to
the agenda?

MS. ADELSMAN: Oh, you were outside.
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CHAIR LUCE: Allen.

MR. FIKSDAL: Because we forgot to ever do them, and so we gave them to you to review, so at
your next meeting you take some action.

MS. TOWNE: | guessed that.

MR. FIKSDAL: In other words, it's adope dap.

CHAIR LUCE: Wewanted to see how bright and dert Councilmembers were. Well put the April 1st
mesting in.

MS. ADELSMAN: If Allen didnt bring it up, | wouldn't have caught it, but Chrisdid. Good.

ITEM NO.7: ADJOURN

CHAIR LUCE: Okay. That'sit. Anything elsefor the good of the order? Any comments from the
public? We stand adjourned.

(Whereupon, the Council meeting was adjourned at 3:22 p.m.)
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