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Honorable Sirs:

Thisletter summarizes an andysis of greenhou® gas emissionsfrom the entire supply chan as
identified by BHP Billiton, the project applicant, asthelikely source of naural gas ddivered as
LNG to the Cabrillo Deepwater Port receiving termind offshore LosAngdes and Ventura
countes. BHP has presented and the California State LandsCommission (CSLC) has reviewed
wha appear to bereliable estimates of the greenhause gas emissionsarising from condruction
and opaation of the Cabrillo facility. No attempt was made by BHP or by CSLC to indude
emissionsfrom other critical linksin theddivery chan fromthe produdion of naura gasin
Audraliathroughto its consumption by Californiagas cusomers. This interpretation of what
congitutes greenhou® gases emissonsarising from a proposd energy project isflawed and
runscountr to the State of California® binding efforts to reduce emissions

Climate Mitigation Services (CMS) was commissioned by the Environmental Defense Center on
behdf of the California Coastal Protection Network to fill thisandytical gap. The Cabrillo
Deepwater Port, as this andysis will show, isthe source of only 1.5 percent of thefull rangeof
emissionsfrom the supply chain andyzed in thisreport. My anaysis' was submitted to the
CSLC on 17 May 2006 and reviewed by the Commission®@staff in volume 3 (Public
Comments) to the Cabrillo Final EIS/EIR. Thisletter is arespons to the CSLC staff@ reply to
my report as well as afew notes on shortcomingsremainingin theFind EISEIR.

! Heede, Richard (2008) LNG Supply Chain Greenhouse Gas Emissions for the Cabrillo Deepwater Port: Natural
Gas from Australia to California, 17May06, Climate Mitigation Services, Snowmass, CO., 48 pp.
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Cabrillo Deepwater LNG Port and itsfull supply chain emissions of greenhouse gases.

TheCMS andysisidentifies and quantifies all significant sources of greenhou® gas emissions
inhaently linked to BHP® ddivery of naura gasto southern California. Thebounday begins
with the produdion of naural gas offshore Western Audralia. Energy-related combudion and
process emissions across the supply chan are thuswithin thebounday. The chan endswith the
combudion of theddivered gas by California gas cusomers. The gasesindudel in theinventory
are carbondioxide and methane from combusgion sources, process emissions, and fugitive and/or
vented sources.*?

Table 1. Total gas production required for each segment and supply chain total

Segnent Million cf/day Billion cflyr  Million tonnegyr
Production at Sca borough 21 8 0.17
Pipelineto Pilbara 13 5 0.10
LNG plant 103 37 0.81
LNG Carri er fleet 88 32 0.69
Cabrillo Deepwater Port ops 13 5 0.10
Gasdeliveriesto SoCalGas 800 292 6.28
Total supply chain 1,038 379 8.15

Estimates of natural gas or LNG required in each segment of the Cabrillo supply chain, in million tonnes per year.

SUPPLY CHAIN DESCRIPTION

In brief, theddivery of gas to southern Californiaviathe proposd Cabrillo Floaing Storage and
Regasification Unit (FSRU) is accomplished by produang gas from the shut-in Scarborough
natural gasfield offshore Western Audraliaon a produdion platform (yet to be built) and
trangorting the gas througha 170-mile (280-km) sub-sea pipdine (yet to be built) to alargegas
processing plant being planned near Ondow, Western Australia (popuktion of 800)*

ThePilbaraliqudaction plant (yet to bebuilt) woud removeimpurities and liquey 7.1 million
tonnes of naural gas pe year by chilling the gas, now pure methane, to minus259% (-161%@).
At thispointit isliqudied naura gas (hereafter LNG), andits volume has decreased by afactor
of 600,enabling it to beecononically shipped in afleet of LNG carriers (yet to bebuilt) across
the Pacific Ocean to California, where re-gasification takes place at the Cabrillo termind by
heating the LNG to ~40 % in gas-fired submersible chambers, then piped to shorein apar of
24-inch pipdines, whereuponthegasisfindly distributed to cugomers and bumed.

2 Nitrous oxide and halocarbon emissions sources are not included, except for a minor amount of N,O from the
liquefaction plant. Also excluded are emissions from the materials embodied in the supply chain, such as the
embodiment of ~570,000 tonnes of steel into production platforms, pipelines, liquefaction plant, LNG carrier fleet,
storage tanks, and the Cabrillo facility (~700,000 tonnes CO, a 1.24 tonne CO, per tonne of mixed virgin and
recycled steel). Potential emissions of halocarbon leakage or off-gassing during the manufacture, installation, and
use of insulation materialsin cryogenic storage tanks, pipelines, and LNG carriers are also excluded.

% Energy consumption and emissions from shipyards, engine manufacturers, and the offices of naval architects and
plant engineers are similarly outside the boundary, even though these emissions are at least partialy attributable to
the creation of the supply chain in question. Nor is travel by BHP managers from Perth included, or commuting to
work by hundreds of Cabrillo Port construction workers (except for emissions from fuel used by crew boats). The
emissions from manufacturing and towing the 200,000-tonne Cabrillo Port to its offshore site, or mooring it to the
seafloor, are also excluded. Although omitted by BHP, CMS has estimated emissions from the construction of the
pipeline connecting the Cabrillo facility to onshore gas utilities.

* BHP has indicated that the natural gas may be sourced elsewhere, possibly Indonesia or Malaysia. CMS has not
estimated emissions from these alternative supply chains, although most of the emissions sources and quantities
would be little changed, except that the LNG plant may be older and less efficient than modeled for Onslow, and the
trans-Pacific route would be somewhat shorter.

Richard Heede 2 Climate Mitigation Services
heede@climatemitigation.com Snowmass, CO 81654 USA 970-927-9511



Cabrillo Deepwater LNG

Carbondioxideis released as a byprodud of combugion: it® the high-temperature combination
of hydrocarbonsinthefud N naural gasis mosily methane (CH,), which isthree-quaters
carbonand onequater hydrogen by weightN with oxygen in theair tha releases CO, and hest.

Every segment of the supply chan emits greenhouse gases. Liquéaction plants use enormous
amounts of energy to generate power and run compressors tha chill the naural gasto bdow its
boiling point. Produdion platforms, pipdines, and the Cabrillo FSRU® re-gasification units are
al energy-intensve, which essentially meanstha large quantities of fuds (mosly naura gas)
are convated into CO, and emitted to theatmosphere. Produdion platforms and gas processing
facilitiesroutindy flare some of thethroughputgas, or flash gas, chiefly for safety reasons and
the CO, fromflares are estimated. Also, CO,istypically produced with naural gas, aithoughthe
gas from Scarbaroughis reportedly very low in CO, (! 1 percent).” Mog of this CO, must be
removed fromthenaura gasfeed at theliqudaction plant and is vented to theatmogphae aong
with nitrogen, sulfur, hdium, and other contaminants.® LNG carriers use marinediesel fud
and/or LNG boil-off gas for propulsion, with subgantial CO, emissionsfor thetraderoute across
the Pacific Ocean. Each segment is more fully described and quantified in the CMS report.

Methaneisimportant in the supply chan insofar as methaneroutindy leaks from gas pipdines,
storagetanks compressors, valves, flanges, and sedls, methaneis aso directly vented fromthe
gas processing plant. While routineleaks and vents are notlargein terms of mass flow, methane
isagreenhou® gas 23 times more powerful than CO, per unit mass. Findly, notall of the
methaneis fully combuged when gasis bumed, and these quantities mug also be counied.

Table 2: Supply Chain emissions (average of low and high egi mates)’

M ethane Carbon Dioxide Total Percent

Supply-chain segment thousand tonnes of CO»-eg

Gas production (Scar borough) 297 494 791 3.5%
Gaspipelineto Pilbara LNG 135 264 399 1.7%
Li quefaction plant at Onslow 175 2,512 2,687 11.8%
L NG carrier fleet Australia > California 47 2,048 2,095 9.2%
Cabrillo Deepwater Port Operations 85 261 346 1.5%
Cabrillo Start-Up (annualized, 25 yrs) ned 04 04 0.0%
Ultimate gas distri bution & combustion 650 15,852 16,502 72.3%
Total supply-chain GHG emissions 1,389 21,434 22,823 100.0%
Percent 6.1 93.9 100.0

Note: BHP Billiton® estimate of annual emissions from the Cabrillo FSRU totals 261 thousand tonnes CO,-eq| (288
thousand tons CO,-eq). Note that the table is in metric tonnes (1 tonne = 1.1023 tons).

OVERALL RESULTS

BHP adequaely estimated emissionsof greenhou gases arising from the start-up and opeation
of the proposed Cabrillo Deepwater Port, the energy and emissionsfrom the unloading of ~2.2
LNG carrier berthingsper week, emissionsfrom fud used by the Cabrillo receiving termind S

® BHP has indicated Indonesia or Malaysia as aternate sources of natural gas. The fields have not been identified,
nor has the gas been characterized. Thus it cannot be ascertained if the source gas is higher in carbon dioxide content
than the gas from Scarborough. CM S has not modeled the supply chain emissions from these secondary sources.

® CO, can be captured and re-injected into oil or gas field for re-pressurization and enhanced recovery, or otherwise
sequestered away from the atmosphere. BHP has not, to our knowledge, investigated such opportunities to reduce
project emissions. Nor do we know if BHP has signed a Greenhouse Challenge Co-operative Agreement with the
Commonwealth. Western Australia does require an emissions mitigation plan, and greenfield projects such as
Pilbara are subject to environmental and emissions guidelines.

" CMS has estimated each supply chain segment in arange. The table averages the high and low estimates.
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tugs tende's, and crew bodts, and the main emissionssource at Cabrillo: natural gas used in the
FSRUQ re-gasification units. BHP@ estimate totals 261 tonnes of CO-, per year, induding a
small amountof methane from incomplete fud combugion®

BHP@ estimate of emissionsfrom the Cabrillo Deepwater Port opeaationsequds 1.5 percent of
thetotal supply chan emissionsestimated by CMS (Table 2). While emissionsfrom Cabrillo
opeaationsare significant, athoughmore in terms of air qudity than climate change they pdein
compaison to emissionsfrom the other segments of the supply chan required for gas ddivery to
Cdifornia. The major component, of course, is combugion of theddivered fud. Carbondioxide
comprises 939 percent of thetotal supply chan® emissions and methane 6.1 percent.

Compared to the emissionsfrom end-use combugion N a common measure of the emissions
contribution of any fud N therest of thesupply chan emits an additional 44 percent.® The
enegy-intengve liquefaction plant and the LNG carrier (pipdineQacross the Pacific emit 11.8
and 9.2 percent of total emissions respectively. The LNG segments comprise 225 percent of the
total supply chan( emissions™

Figure 1. The ONhole of the ProjectOin GHG emissions, by supply chain segment.
LNG Supply Chain GHG Emissions: Australia to California

MtCO2-eq/yr

16 y IMethane o
. Carbon Dioxide

Gas Gas Pipeline  LNG Plant  LNG carriers Cabrillo Port Distribution &
Production operations End-Use

Annua GHG emissions by segments of the LNG supply chain, in million tonnes of COz-eq,per year.

Thegas proposd for ddivery via Cabrillo is equivalent to 14 percent of California@® 2005gas
demand." Note also that 1.04 billion cubic feet of natural gas per day (Bcf/day) must be
produced in Audraliain order to pus the supply chan@ddivery of 0.80 Bcf/day; see Table 1.

8 BHP omits estimating methane leakage from the FSRU (Gince fugitive leaks from the FSRU process equipment
will be composed of primarily methane, they are not regulated by permit or source-specific requirements,Oand are
thus excluded, BHP (2005), section 3.6). The BHP permit application also omits emissions from fuel consumed in
construction of the mooring facilities and laying the pipeline from the FSRU to onshore natural gas infrastructure.
CMS has made a rough estimate of fuel consumed and added the resulting emissions to the Cabrillo start-up and
annualized into the supply chain operating emissions with a 25-year time horizon.

® This fraction is derived as follows: the supply chain total divided by CO, from (Gas Combustion:022.82 million
tonnes of CO,-eq 015.85 MtCO, = 1.440, or 44 percent CadderOto end-use combustion alone (average of low and
high estimates). The low estimate supply chain adder is 35.2 percent, and the high estimate adder is 52.6 percent.

19 This calculates the LNG segments (liquefaction + LNG carriers + Cabrillo operations) as a percent of total supply
chain emissions. The 22.5 percent is based on the average of low and high values; low = 18.8 %, high = 25.6 %.

Y CEC: California Natural Gas Demand of 2,092 Bcf in 2005, and projects demand will grow to 2,506 Bcf in 2010;
Www.energy.ca.gov/naturalgas/statistics/natural_gas _consumption_electricity.html. However, the 2006 California
Gas Report shows statewide demand at 2,253 Bcf in 2006 and forecasts 2,259 Bcf in 2010; www.pge.com/pipeline/
library/regulatory/cgr_index.shtml
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Methodological flaws in the Cabrillo EISEIR

TheFind EIS/EIR on the Cabrillo Deepwater Port offshore LNG receiving termind retainsthree
seriousflaws from thedraft assessment and its comments onthe CM S supply chan andysis.

1. TheCommissionignores emissionsof greenhou® gases from the supply of additiond
gas resources (proposd by the applicant as Western Audralia) throughto end-use
combugion not on the well-established (ut forOguideine but onits own unsubgantiated
opinion tha Gt would happen anyway.O

2. TheCommission mideadingly cites US EPA daaon CO, emissionsrates of energy
fuds: 1171b CO, pe million Btu of naural gas, 161 1b CO, pe million Btu for #2 fud
oil, and 227 1b CO; pe million Btu for anthracite cod (asif anthracite, thougha high-
carbonfud, isacompditor to naura gas). These are irrelevant compaisons

3. TheCommission adoptswnhoutandyssthe need for additiond naural gas supplies
from the California Energy Commission*?

Supply chain LNG emissions and the Commission@ lack of reporting.

The Commission ignores its mandae unde NEPA and CEQA to Gondder and evaluate the
indirect, aswell asthedirect, effects of a proposed project. These effects mug bedisclosed to the
public and decison-makers, even if they occur outside the scopeof the proposed action or the
jurisdiction of thelead agendies.G* As the Environmental Defense Center (EDC) points oult,
Qb]oth CEQA and NEPA prohibit segmenting or piecemealing projects to minimize the anaysis
of environmental effects. Unde CEQA, an EIR musg consder the Qvhole of an actionCto ensure
disclosure of both direct as well as reasonably foreseesble indirect effects on the environment.O

The State of California@ Energy Action Plan, althoughcognizant of the possible need for new
and secure and reasonably-priced naural gas (after, presumably, lesser-cog gas efficiency
oppotunities have been exhauged), requests state agendes to Qe]valuae the net benefits of
increasing the state's natural gas supply options such as liquefied naura gas.3* TheCSLC has
failed to evaluae the net benefits from BHPG Cabrillo LNG supply chain, at least notfrom a
carbonemissionsperspective. Climate changehas become oneof the State® over-arching energy
policy missions and the CSLC has effectively ignored both the Governor® and the StateG
mandaes to prioritize savingsand zero-carbonrenewable energy sources over new fossil fud
supplies as the preferred pah to reduae emissionsof greenhou® gases.

The CSLC isinconsstent with respect to theenvironmental impacts assodated with natural gas
systems. On theonehand, the CSLC consdersit detrimental to Gnerely tranfer [environmental ]
impacts to another sovereign nationQ(Mexico), but proceedsto ignore the environmental impacts
accruing to Western Audralia and, for tha matter, to theworld at largewith water pollution, air
emissions and carbondioxide emissionsacross the entire 7,900+ nautical-mile LNG supply
chan from Scarboroughto Cabrillo and beyond

The Commission@decision to ignore emissionsof GHGs from off-site elements of the supply
chan isnotonly inadequéae but conditutes a public disservice. Cabrillo'semissionsas estimated
by both BHP Billiton and the Commission is shown as thetiny red wedgein Figure 2 bd ow.

12 California Energy Commission 2005 Natural Gas Assessment Update. This report estimates annual demand
growth of 0.7 percent from 2006 to 2016, raising demand by 200 Bcf by 2013 (from 2,200 to 2,400 Bcf/yr).

3 Krop, Linda et al (2006) Comments Re: Revised Draft Environmental Impact Report for the Cabrillo Port LNG
Natural Deepwater Port, Environmental Defense Center, Santa Barbara, p. 30 and p. 14, respectively.

14 State of California (2003) Energy Action Plan, page 8.
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Figure 2. The ONhole of the ProjectOin GHG emissions.

Supply Chain GHG Emissions: Australia to California
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Annua GHG emissions by segments of the LNG supply chain, in percent of total.

The Commission® use of misleading comparisons between LNG and domestic gas& coal.

In the Commission@ respong to thereport submitted by Climate Mitigation Services, the CSLC
makes two errors:

1. TheCommission respondstha Qi]n the absence of the Cabrillo Port Project, it is highly
unlikely tha the naural gas would beleft in thegroundin Western Audralia; it would
likely be extracted, liqudied, trangoorted, and sold elsewhere. For the proposed Cabrillo
Port Project, the additiond life cycle emissionstha can be attributed specifically to the
Project would only bethe portion of those emissionstha would be generated by
trangporting the LNG across the Pacific Ocean to the Cabrillo Port facility.G°

2. The Commission compares naural gas combugionto cod combustionwithoutregard for
andllary emissionssuch asthos inducably resulting fromreal-world conditionsand, in
this case, avery longsupply chan.

RESPONSE TO#1

It is unresponsve to dismiss environmental impacts N even if indirect or upgream fromthe
project N that are clearly unde the Commission® purview according to NEPA and CEQA
guiddines, as noted above Furthermore, the Find EIR/EIS does not estimate emissionsof
greenhou® gases tha inevitably result fromthe Cabrillo project, if built. Indeed, it istheintent
of the project to supply new sources of natural gasto California cugomers with the known effect
tha such gas will becombuged to carbondioxide

TheCSLC ignaesal such emissonssources, both upgream and downgream from the Cabrillo
LNG receiving and re-gasification termind, focusng ingead on the minor portion of the supply
chan emissionsactudly emitted at thefacility (amere 1.5 percent of thetotal, according to my
andysis, see Figures 1 and 2). Only the Cabrillo termind & emissionsare accounted for in the
Find EIR/EIS.

5 California State Lands Commission, United States Coast Guard, & Maritime Administration (2007) Final
Environmental Impact Statement / Environmental Impact Report for the Cabrillo Port Liquefied Natural Gas
Deepwater Port, CSLC EIR No. 727, volume 3 (Public Comments), P450.
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The State of California conduds a biannud inventory of greenhou® gas emissions The protocol
used therein specifically indudes upgream sources of carbondioxide emissionsfromfossil fud-
fired power plants generating electricity out-of-state butimparted into and consumed in
California. Furthermore, the CEC protocol accouns for thefull emissionsat the source by
induding afactor for typical tranamission and distribution losses (a grid loss factor of 7.5 percent
isused). In addition, internaiond emissionsare attributed to the Californiainventory from
bunke fudsOused in marinevessels and intercontinental aircraft procured in California but
bumed on or over internationd waters.™® If the CEC follows a protocol to accountfor such clear
examples of supply chan emissions it isincumbent onthe CSLC to aso do so.

While a propottion of the emissionsof greenhous gases attributed to CaliforniaN both in
official state emissionsinventories and in thefull accouning of emissionsfromthe Cabrillo
LNG supply chan N occur outside State boundaies, future climate changeis not sengtive to the
geographic source of such emissions Climate changeis aglobd problem, albat with regiond
variability. A number of State, academic, and professiond studies have clearly outlined the
potential climate impactsin store for Californiansand its public and private infrastructure. It has
also become clear tha waiting to act to reduce emissionsincareases cods of action and cogs of
climate impacts.'” Furthermore, while California3 actionsto mitigate climate changewill nat, in
aglobd scale, Gave the climate, Othere are subgantial benefits to early action, perhapsthemost
important of which are thevalue of aprogressive bugness environment, in-state development of
climate solutionsand technologies, job growth, globa competitiveness, attracting innovdion,
and relieving the State of the burden of harboring busnesses lacking in these virtues.

The Commission@respon® aso alegesthat it is unlikely that Scarboroughgas would beleft in
thegroundif Cabrillo isnotapproved and tha the 8 Tcf gas field would be developed and sold
elsewhere. This may bethe case, but ExxonMobil (BHP Billiton® equity partner and opeator in
Scarborough)has expressed skepticism about BHP@ published reserve estimates and whether
thefield (270km offshore and in 923 m of water) is economic to bring to market. Furthermore,
ExxonMobil has gas and LNG interests already onlinein Western Audralia and Northern
Territories, and in arecent white paper the company conduded that Augralia®@ pending
legidation on Domestic Market Obligationswould have a negaive influence on naura gas
development.’® Thusit is nota given tha Scarborough would be developed. Even if it were the
case tha thefield and BHP® proposd liquefaction plant is completed, it is notreasonable to
excludethe emissionsfrom the Cabrillo EIS. Cdifornia@ citizensand policymakers musg be
provided with full information regarding the climate impact of any proposd fossil fud project.

RESPONSE TO #2

The Cdlifornia Public Utilities Commission unanimoudy adopied aresolutionto develop a
greenhou® gas performance standard for investor owned utilities (IOUS) Qha is no highe than
the GHG emission levels of a combined-cycle natural gas turbine G° Taking a supply chan
emissionspoint of view, naural gas sourced frominternaiond LNG supplies would fail this
performance standad, as shown in the Jaramillo ez al results (Figure 3).

16 California Energy Commission (2006) Inventory of California Greenhouse Gas Emissions and Sinks: 1990-2004,
Dec06, 132 pp. Also see CEC (2005) Research Roadmap for Greenhouse Gas Inventory Methods, Jul05, 137 pp.

Y7 Stern, Sir Nicholas (2007) The Economics of Climate Change, Cambridge University Press, 712 pp.

18 ExxonMohil (2006) Western Australia Government Policy on Securing Domestic Gas Supply, a white paper
submitted 21Apr06. Onternational historical experience has shown that unless domestic markets are completely
open with non-subsidized fuels pricing, imposition of DMO's tend to hinder rather than promote natural gas
development as well as undermining economic growth.O(page 2).

19 60ct2005, quoted from CEC (2005), p. 83.
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Figure 3. A compari son of domedic natural gas, imported L NG, and coal (Jaramillo etal, 2007).
GHG EMISSIONS WITH CURRENT POWER PLANT TECHNOLOGY
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Jaramillo et al (2007), dlide 4.

TheJaramillo et al andysis for Carnegie Mellon University comes to similar condusons.®® The
fundamental lesson to be drawn from both the CMS and CMU andysesisthé life cycle
emissionsof greenhoug gases from natural gas N if internationdly sourced viaan LNG supply
chan N iscondderably QlirtierOin climate terms. Indeed, CO, from gas-fired electricity is
much closer to emissionsfrom cod-fired power plants than acknowedged by the Commissionin
theFind EISEIR andin its disngenuousrespon to the CM S study (see Figures 3 and 4).

Figure 4. A compari son of carbon coeffi cients, with preliminary supply chain adjustments.

Carbon Coefficients: Domestic Gas, LNG Supply Chain, & Coal
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1 Y,

These are estimates of emissions of GHG per unit heating value (HHV), including approximations of Gupply chain

emissionsOfrom natural gas and utility coal. CMS has not done a comprehensive analysis of supply chain emissions

of domestic natural gas or coal, but has added ballpark percentage adders for both f8.5 and 7.5 percent, respectively)
that facilitates comparison between domestic gas, the Cabrillo LNG supply chain, and utility coal.

2 Jaramillo, Paulina, W. Michael Griffin, & H. Scott Matthews (2007) Comparative Life Cycle Carbon Emissions of
LNG Versus Coal and Gas for Electricity Generation, Carnegie Mellon University, Dept of Civil Engineering,
presented at Electric Utilities Environmental Conference, 24Jan07, 14 slides.
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CMS has made a preliminary numeric compaison of natural gas emissions(combugion only,
ochre column), typical utility cod (combugion only, green column), and with the highand low
Cabrillo LNG supply chan emissionsaveraged in thered column (Figure 3). TheCSLC
respong to my submission was to offer essentially tha comparisonin order to bolster ther
erroneousview tha natural gasisfar supeior to aternatives (asif inaeasing cod combudion
would bethelogica alternaive). Note: The Commission actudly presented data on the carbon
coefficient of anthracite cod, which is notused by electric utilities for electricity generation.

But comparing carbon coefficients for combudion only is perpetuaing the error. What needsto
be compared are thethree relevant supply chans and while CMS has only madea preliminary
estimate thereof (Figure 4), it illudrates tha the advantage of naura gas, if imported asLNG
from Audralia, is very much reduced compared to the basic combugion value of naural gas.

Therelevant comparison N if the State of California, the CEC, Governor Schwarzenegge', and
the NEPA and CEQA mandaes are to berespected N should beto renewable energy and naural
gas and electric efficiency. These sources have carbon codficients of zero.

The need for the project vis-™ -vis alter native ener gy options.

California@® consumption of natural gas hasincreased in recent years. This has raised concerns
aboutnatural gas suppliesto CaliforniaN which imports ~85 percent of its consumption N
especially consdering tightening supplies and rising demand in neghbaing states. Nondhdess,
the California Energy Commission and other state agendes prioritize natural gas and electric
efficiency and other means of redudng demand because it3 regarded as Qheleast-cost approach
to meeting energy needs G*

The CEC acknowledges that Qo make more efficient use of existing naural gas supplies, the
2003Energy Report recommended increasing energy efficiency programs tha reduae both
natural gas and electricity use. The State should also pursue strategies to generate 30 percent of
its electricity from renewable energy. Even with these aggressive actions however, the statewide
demand for natural gas will continueto grow by at least onepercent per year requiring additiond
naural gasimports into the state.(3 Indeed, Califomia electricity supply from naural gas has
grown from 30 percent in 1999to 41 percentin 20042 It isirresponsble, however, for the
CSL C to accept this withoutassessment of a panoply of aternaives; nor hasthe CSLC evaluaed
other LNG facilitiestha are either approved or under condructionin Mexico tha will likely
provide additiond supplies of naural gasto California@ markets.

Governor Schwarzenegge is on record suppoting recommendaionstha Gensure tha efficiency
maintainsits pre' minent place in preferred energy resource additionsG* The State of California,
induding the CEC andthe CPUC, adopted an Energy Action Plan in 2003tha unambiguousy
prioritizes a Qoading orderOof energy resources.®

2 california Energy Commission (2005) Natural Gas Assessment Update, p. 30.
22 | i

Ibid, p. 5.
2 cdlifornia Energy Commission (2005) Integrated Energy Policy Report, Nov05, p. 46.
24 California Energy Commission (2005) Integrated Energy Policy Report, Nov05, p. 69.
% gtate of California (2003) Energy Action Plan, 9 pp. Page 4: (First, the agencies want to optimize all strategies for
increasing conservation and energy efficiency to minimize increases in electricity and natural gas demand. Second,
recognizing that new generation is both necessary and desirable, the agencies would like to see these needs met first
by renewable energy resources and distributed generation. Third, because the preferred resources reguire both
sufficient investment and adequate time to Qyet to scale,Othe agencies also will support additional clean, fossil fuel,
central-station generation.O
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Cabrillo Deepwater LNG

Conclusion

Several reports have outlined least-cog oppotunities to reduce California@® growing demand for
natural gas.”® Elements of the California Energy Commission® Integrated Energy Plan
demondrate the scale of the electricity and naural gas efficiency oppotunities. Now, with AB
32in place, with Governor@ Schwarzenegga @ and the California Assembly® mandaes, the
State cannotsucceed in reduang emissionsof greenhou® gases if new fossil carbonenergy
projects are approved. In this context it becomes especialy critical for al State agendesto fully
disclose complete information on the climate impact of new projects. The current drafting of the
CECQ@ 2007 Integrated Energy Plan affordsan opportunity to present the pubic with a lower-
carbonfuture for the State tha places importance on zero and low-carbon energy choices.

The Cabrillo Deepwater Port does not fulfill this promise. Indead it puts public safety at risk,
decreases energy security, exports energy dollars and environmental ills, increases vulnerability
to supply interruptionsand cogly climate impacts, and fails to tap the State@ most abundant
resource: human ingenuity.

The Cdifornia State LandsCommission, the US Coast Guard, and the Maritime Administration
have not presented the public or the State(@ pdicy makers with an adequae environmental
assessment sufficient to rende an informed decision on this carbonintensve project.

Thesupply chan emissionsandysis of the CMS report provides a supeior measure of the
proposed Cabrillo Deepwater Port@ impact ontheglobd climate. Thefull emissionsof the
Cabrillo project, if built, are equivalent to 4.8 percent of the State(d 2004néet emissions®’

No energy supply project of thevast scale proposd by BHP Billitonis withoutsubgantial
emissionsof greenhou® gases in every critical link of thesupply chain. Conequently, thereis
no satisfactory rationde for ignaing emissionsarising fromthe proposd supply chan N
withoutwhich the project itself isinfeasible N in an environmental impact report.

Respectfully,

Richard Heede

Richard Heede
Principal, Climat Mitigation Senices

% For example, Hunt, Tam, Allison Chan, & Jenny Phillips (2006) Does California Need Liquefied Natural Gas?
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Hayhoe, K atherine et al (2004) CEmissions Scenarios, Climate Change, and Impacts on California,OProceedings of
the National Academy of Sciences, vol. 101(34):12422-12427. Center for Clean Air Policy (2006) Cost Effective
GHG Mitigation Measures for California Summary Report: An Independent Analysis of Measures to Reduce
Greenhouse Gas Emissions in 2010 and 2020 to Meet Executive Order S-3-05, Jan06, 15 pp.

#" California Energy Commission (2006) Inventory of California Greenhouse Gas Emissions and Sinks, 1990-2004,
Table A-4, Net California emissions with electricity imports totaled 471.05 million tonnes CO,-e in 2004. Gross
emissions with electricity imports (i.e., before sinks) totaled 492.04 MtCO,-e. The CMS average of low and high
LNG supply chain emissions = 22.82 MtCO,-¢e, or 4.85 percent of California(3 2004 net emissions and 4.64 percent
of California@ gross emissions.
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