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Marily Wondhouse/Ballle Cr, Alilance
Comments on Use Permlil 07-02]

EXHIBIT C
2007

Sierra Pacific industries settles Air Quality case with
California State Air Resources Board

The company was fined $13,000,000 by the state for
violations rhat tngk place betwesn 1999 ~ 2004 at
four Narthern Califomia SPI facilities: Susanvilie,
Loyalton, Quincy and Lincoln.

Violations included among other things:

s Dperating without air pollution control equipment
= Discunneciing eyuipmenl

= Tampering with equipment

» Falsifying reparts

* Actively concealing viofations from regulatars

1. 5Pl illegally emitted air contaminants from four power plants on hundreds of occasions
for 5 years from 1939-2004.
= Tihwe Norihern California Plants: Susanviile, Loyalton, Quincy and Lincoli.

* The violations included operating without required polluban control equipment,

* 5P plant managers expressly directed employees to take actions that violated the
permit reguirements,

= Plant managers appeared to care about little other than genarating profiks white
they endangered the public health and safety of thousands of northern California

vitizens—lor years.

2. The Regional Air District




* Lassen Co. APCD

# Northern Sierra Air Quality Management District

= placer Co. APCD |

Pollutants were NOx, CC and Particulate Matter (Smoke] produced far in excess ol their
parmits. The pollution is the haars of the complaint by the AG but...

2. The Lincoln Plant Violations

# Critical Alr Pollutlon Control Equipment was disconnected, maintained in a state

of disrapair or simply not used.

= 5P| tampered with the monitoring equipment so thatk it would indicate much lower
eSS,

s Despite the tampering the rnnn'["cnring systern reveals hundreds of viclations.

s 5P filad falze pollution reports and Failed to report violations.

v All the plants are in non-attainment areas; Lincoln is at non-attainment for czone,
B-hour ozone, PM 10 and PM 2.5

4. Additional malfeasances

a. In 1999 SPF's competitors spent $1,145,000,000 dollats installing air pollution control
eguipnment. They violated the law Tor econuinic advaniage.

b. 5Pl employees were taught how to tamper with the emission reporting data collectors.
£, 5Pt employers pressured employess to run boilers at or above capacity exceeding air
cantaminant permit levels.

d. At the Lincaln plant they intentionally decided to operate without using pellution
controls.

a. 5P| employees prepared “upsel/breakdown” reparts so freguently that one joked he

feared *carpal tunnel” from the paperwork.

f. Although managers had unlimited access to emissions information, the violations continued maonth

zfter manth, year after yazr,




g. Although 5P| could have used steam to dry wet malerizal and aveid viclations, SPI's

owner Red Emmerson testified that, “there are better uses for energy than to dry fuel.”

Making maney selling electricity by buming wet material and peolluting several

California communittes was a betrer choice for the sawmllis, according to SFIL

5. Environmentzal Harm
a. The clties of Grass Valley and Nevada Ciy are down wind of the Lincoln Plant
15,0600 peopie live i ihe cliy dmits (2006 Census}

b. IF Califorria reached air quality attainment:

-hatwesn 210 o 950 nremature deaths could be avoided

-betweesn 2400 10 5300 hospitalizations for respiratory diseases could bhe avoided
-betwaen 1.2 to B.6 million school absences could be avoided

-between 1.3 and 5 milich minor restricled activity days Far adulls could be aveoided.
¢. California’s Alr Pollution Control System depend: heavily on the Honor System,
SPl evidently believes in a different system for itself...

“Each day that tampering occurred resulted in a faise record that was intended to

dereive within the meaning of Health & Safery Code 42402.4%, The Peoples Briefp. 27,

d. Placer Co. received 30 complaints of ash and soot pollution for the Lincaln plant fram 2000 to 2007,




6. 5PI's Defense

Government agencies conspired ta enforce the law!

5P faced penalties of approximalely 345.8 miiiion for violations al the four northern
California plants. Lawyers lor 5Pl asked for additional time to work out a settlement
agreament, During this period 5P| cecrothy want 1o Lascan Coupty and the Northern
Sierra District —who had not discovered or investigated the viclations nor made any
demand to SPl—and oFfered small cash payments in exchange for release of liability to
the air districts. The districks accepted. Upon learning of SPI's deceir, the California

Abttorney General [led suic.

7. Penalties

Ower 513 million in civil lines, penzlties, attorneys fees and equipment upgrades.

5Pl is characierizing this as g donaiion (o tig woimmuniiies!




Central Valley Regional Water Quality Control
Board Violations Issued to Sierra Pacific Industries

California Central Valley Regional Water Quality
Control Board

1998-2008 : 14 violatiens or citations resulting in $141,000 in
fines all resulting from water quality effluent discharges from
facilities

Note: violations prier 1o 2003 are not readily available and a complete list of violations
and orders would require a Public Records Act request to the state. This 1ist should
therefore be considered a partial ist of violalions.

Furtliermore please also nole these viclations are anly for the Central Valley Regional
Waler (uahty Control Board, and don’t include violations from ithe North Coast
Regional Water Qualily Control Board, inclnding the 2003 Humboldt Bay estuary
palhution settlement ($1.5 mallion).




Central Valley Regional Water Quality Control Board Viclations
Issued to Sierra Pacific Industries

1998-2008

HNPDES = National Pollutant Discharge Elimination Systern

Please note that violations prior to 2003 are not readily available through web searches
and a complete hist of violations wonld require a Public Records Act request Lo the stale.
This lisl should therefore be considered a partiaf list of violations.

Furthermore please also note these violations are only for the Central Valley Regional
Water Qualiry Control Board, and don’l include violations from the North Coast
Remonal Water Quality Control Board, including the 2043 Humboldt Bay estuary
pollution selflement ($1.5 million).

1998

Plumas County

Quingy Division, Sierra Pacific Industries- $20,000 penalty for discharge of hazardous or
loxic subsiances into Mill Creek, 400% increase in mrbidity, failure to submit bi-monthly
bioassay data. Administrative Civil Lisbibty Complaint No, 98-503 Relative io vaolation
of Waste Discharge Requirements Order No, 96-280 (NPDES Permit No. CAQ0080357),

2003

El Dorado County

Hazel Creek Mine, Sierra Pacific Industries—Clean up and Abasiement Order 1ssues to
clean up tovac and bazardous materials from old mining sile

Sierra County :

Loyallon Cogenerabon Facility, Sierra Pacific Industries —Notice of Violation due to
continuing non-compliance of waste discharge permit requirements, effluent limit
repularly exceeded, and the company’s use of hand held meters instead of lab reporis
violates accuracy [or measunng water quality.

Shasta Coanty

Shasta Lake Division, Sierra Facific Industries --Cease and Desist Order No, R5-2003-
0155 due lo exceeding limitations on discharge of lead and bis-2-

ethylhexylphthalale, Relative to wiolation of Waste Discharge Requirernenis Order Na,
R5-2003-0134, (NPDES No. CAGO81400).

Shasta County
Shasta Lake Division, Sierra Pacific Industries -- $25,000 penalty for effluent discharges
exceeding limits [or bigassay survival (in one instance there was zere survival in bioassay




of toxicity for fish, in second there was 10% survival), and exce=ded settlable solids, and
failed Lo submit a required report. Administrative Civil Liability Complaint No. R5-2003-
0510, refative lo viclation of Waste Discharge Requiremeats (WDRs) Order No. $7-047
(NPDES No. CAD081400).

2004

Plumas County

Chuncy Division, Sierra Pacific Industries -- $5,000 penalry lor exceeding discharge of
pollution limils three times (150%, 150%, and 200% greater Lthan limit) to Mill Creek.
Administrative Civil Liability Complaint No. R5-2004-0532 relative to violalion of
Wasle Discharge Requirements order No. R5-2002-0132 (NPDES No. CA 0080337),

Shasta Connty

Anderson Division, Sierra Pacific Industries — Cease and Desisl Order. Results of
monitoring by the Discharger and Regional Board staff shows discharge fo Sacramento
River from the site contained concentrations of cadmium as high as 3.1 pg/L (maximum
effiuent permiired for health is 0.2 pg/L), copper as high as 37 pg/L (max. allowed is 21.6
" pg/L), and zinc as high as 707 gL (max. allowed 1202 pe/L). SPTis given unti! July
2009 ro meet full compliance. Relative to violation of Waste Discharge Requiremenls
UOrder No. R5-2004-0100, (NPDES No. CA0082066).

2006

Shasfe County

Bumey Sawmill and Cogeneration Plant, Sierra Pacific Industries — 1llegal dischares of
pond sediment slurry info Burney Creek and Canyon Creek reported by Regional Water
Board slafl’, Enforcemenl action to be 1zken,

Shasla Lake Division, Sierra Pacific Tndustries — Cease and Desist Order, llegal
discharge of cadmium, copper, lead, zinc, and bis-2-ethylhexylphthalate inte Chorn
Creek, a mbutary of Lhe Sacramento River, Relative to R5-2006-0128 Order No. R5-
2003-0154, (NPDES No. CA0081400). Amended 2003 order giving SPI additional three
years to meer cormnpliance for limiting effinents.

2007

Amador County

Marell Wheelabraior Site, Sierra Pacific Tndustries—Notice of violatian for Falure to file
reports, faiture to close ash disposal area containing dioxin and other potyaromalic
hydrocarbons at levels which pose a heallh risk to workers and the public. Relative Lo
2002 Order No. No. R5-2002-0018 (NPDES No. CA0004219),

2008:

Awmador County

Mariell Wheelabrator Site, Sierra Pacific Indnstries—Fmed $3,000 for failure 1o comply
wifh 2002 order to properly limit effluent discharpes 1o Stony Cresk, a tributary of Dry
Creek, Sutter Creek, and Mokelumne River. Wasie Discharge Requirements (WDRs)




violated from Order No. No. R5-2002-0018 {(NPDES No. CA0004219). Complaint NO.
R5-2008-0505 assesses a fing of 33,000,

Shasta County

Anderson Division, Sicrma Pacific Indusines—Fined $42.000 for exceeding polivrant
effluent discharges (solids and lead) ioro the Sacramento River 14 rimes {exceedances ranged
from 50% ta 700% over the daily allowed limil}. Complaint No. R3-2008-0541, due 1o
violatior of WDR Order No. R5-2004-0100 (NPDES No. CA00E82066).

Shasea County

Burney Division, Sierra Pacific Industries — Fined $36,000 R3-2008-0540 for exceeding
pollutant effluent discharges into Burney Creek, a tributary of the Sacramento River, 12
limes between 2004-2007 {exceedances ranged from 50 to 400% over the daily allowed
Timit). Complaint No. R5-2008-0540 due Lo viclation of WDR Order No. 3-00-218
(NPDES No. CA0GQ3981).

Shasta County

Shasta Lake Division, Siemra Pacific Indnstries — Fined $6,000 for exceeding poliutant
effluent discharges into the Sacramento River via Chorn Creek twice in 2004
{exceedance of lead was 46% over (he allowed limit). R5-2008-0573 due to vioiation of
WDR Order No. R5-2003-0154 (NPDES No. CAQG81400).

Some Other Reasons Why Sicrra Pacific Industries is NOT a Good
Neighbor

In 2002, the Sour Grass fire was slaried by SPI from a fire that got away from them
when buming logging slash. The cost Lo the slate for suppressing the fire was
$942.379.00. SPI settled with the state for $500,000. (Source: Tom Hoffman, Chiel of
Law Enforcement, Office of the State Fire Marshall).

While we don’1 know how many fires have been starled by logging operations, we do
know ihal equipment is the greatest source of wildland [ire ignitions in northem
Califormia,

In 2807 thc Moonlight Fire in Plumas County, for example, was started by loggmg
equipment. The Bre burned over 60,000 acres af a cost of over $28.5 million.

Below is a chart showing the number of wildland fires started in Sierra counlies by
various sources of ignition. Note that equipment is by far the most commeon source of
wildfire ignitions. Data is from 2002-2008; older data available is only with Pubhe
Recards Act Request. Source: Cal Fire Qffice of the State Fire Marshal:
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In 2007, a court approved a 2.4 million senlement for a 2005 class aciion suil brought
by SP1 tmck drivers, who allege that SPI failed 10 provide meal and rest breaks, and
provided inaccurate W2 1nformation for their wages.

In 2009, a worker al SPT’s Oroville plant, was awarded $110,000 in damages in a civil
tights case alleging discrimination. Another civil rights case 15 still pending, in which a
waorker at SPI"s Red BiufT plaal filed another discrimination lawsuil against SPIin 2007,
According to a press release, Sierra Pacific subjected the worker, Alned Elshenawy, to
disproportionalely harsh trealmeni and fired him afier four years of employment due o
hiz protesting ongoing verbal harassment he had received by other emplovees at the job
site, due to his Egyptian national origin.
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EXHIBIT D
Agenda Tiem — 4.3.2.

CALIJFORNIA POLLUTION CONTROL FINANCING AUTHORITY
BOND FINANCING PROGRAM
Meeting Date: July 28, 2010
Request for Initigl Resolntion

Prepared by: Doreen Smith
Applicani; Sierra Pacifie Industries and/or Amount Requested: 345,000,000
its Affiliates Application No.: 00838
Project Initial Resolution No.:  10-09
Location: Anderson (Shasta County)

Sumntary, Sierra Pacific Indusiries and/or its Affiliates (lhe “Company™) requests approval of
an [nibal Resolulion for an amonnt nol exceed $45,000,000 10 Anance solid waste disposal and
cogeneration facilities at the Company’s existing lumber manulacturing plant localed in
Anderson.

Borrower. The Company fncorporated in California en November 20, 1996 and provides limber
tract management and lnmber processing 1n Shasta County.

The principal slockholders of the Company are as follows:
(Carohyn Eromerson Dietz Revocable Trust of 1990 22.51123%

Carolyn Emmerson Dietz 2005 Irrevocable Trust 5.34226%
(George Emmerson Revocable Trast of 1990 22.51123%
George Emmerson 2005 Irrevocable Trust 5.34226%
M.D. Emmerson Revocable Trust of 1930 22.51123%
M.D. Emmerson 2005 Tirevocable Trust 5.34226%
Various Trusts (less than 3% each) 16.4390%
Total; 100000455

Legal Questionnaire. The Siafl has reviewed ihe Company’s responses to the questions
contained in the Legal Status portion of the Application. No information was disclosed thar
raises queslions concerning Lhe financial viabiity or legal integrily of this applicant.

Project Description. The Company plans to construc! a solid waste disposal and copeneration
umt thal will bumn biomass fuel (including non-treated wood and agricultural crop residues as
well as urban wood-waste and other fuels) cenerated by the facility, regional lnmber
manufacturing facilities, and other biomass fuel sonrces 1o produce electricity through nse of =
slgam turbine, The steam turbine will drive a generator that will produce electricity for on-gite
use as well as for saie to lhe pnd

The unit will be localed at the Company’s exisling lurber manufacturing Facility located in
Anderson, The project will include the consiruction of a new fuel handling building, boiler
building, turbine bunilding, cooling tower, eleclrostatic precipitator, ash silo, and electric
substation, as well as all necessary work and equipment for the project.

1
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Volume Cap Allocation, The Company anticipales applying Lo the Auvthonity for volume cap

allocarion in Octaber 2010,

Financing Details. The Company anticipates issuance of negoliated lax-exempl, weekly resel,
variable rate bonds. The Company plans to secure the bonds with an irrevocable, direct pay
Letler of Credit (hat s raled ac least “A-" by Fitch Rating Agency or equivalent. The targel date
for Anancing 1s November 2010,

Financing Team.

Underwriter:
Bond Counsel;
Financial Advisor;
Issuer's Counsel:

Westhofl, Cone & Holmstedt
Loflon & Jennings
Progressive Capilal

Ofice of the Attomey General

StafT Recommendation, Stalf recommends approval of Initial Resolution No. 10-09 for Sicra
Pacific Industries and/or 1ts Affiliates For an amouni not 1o exceed $435,000,000,

Note: Ar Inttiof Resolution approvad Is not o conmioment that the Board will approve a Final
Resolution and bond financine of the proposed Frojecr.

2




Apenda Ilem — 4.8.2.

Initial Reselution No, 10-09
Application Nop, 838

RESOLUTION OF OFFICIAL INTENT TO ISSUE BONDS TO
FINANCE SOLID WASTE DISPOSAL FACILITIES FOR SIERRA
PACIFIC INDUSTRIES ANDYOR IT5 AFFILIATES

Tuly 28, 2010

WHEREAS, the California Pollution Coatrel Financing Avthority (“Authority™), a public
instrumentalify, is authonzed and empowered by the provisions of the Calitforma Pollution
Control Financing Authority Act (“Act™) to issue bonds for the purpose of defraying the cost of
facilities for the disposal of sohid and liquid waste products, including resource recovery and
energy conversion facilities; and

WHEREAS, Sierra Pacihc Industries, a California corporation ("Applicani’™), has
requested that the Authority assist in financing solid waste disposal and cogeneration Facilities to
be owned and operated by the Applicanl and/or ils Afhiliates (as hereinafier defined)
{collectively, the “Company™), which Facilities are expected to involve the construction of a new
fuel handling building, boiler building, turbine building, ¢cooling tower, electrostatic precipitator,
ash silo, and efectric snbstalion, as well as the acquisition and installation of equipment including
conveyors for the wransport of wood waste products, a boiler for the combustion of such wasle
products and for the generation of steam, equipment for utilizaton of such steam, including
plumbing for sieam use in Company processes and a turbine for the production of electricity, and
other equipment functionally related thereto {collectively, “Facilities™), and have presented an
eslimate ol the maximum cost of such Facilitics as shown in Exhibit “A™ attached hereto; and

WHEREAS, the Aulhonty desires to encourage the Company to provide solid waste
disposal and cogeneration facilities which will serve the interests of the public of the State; and

WHEREAS, the Authority deems 1t necessary and advisable 1o furiher the purposes of the
Act that the Facilities be construcled and equipped al the carliest praclicable date, but the
Company requires satisfactory assurances from the Authority that the proceeds of the sale of
bends of the Authority will be made available to finance such Facilities; and

WHEREAS, the Company expacis to incur or pay from its own funds certain
expenditures in connection with the Facilities prior 1o the issuance of indebtedness for the
purpose of financing costs associaled with the Facililies on a tonp-term basis; and

WHEREAS, subject to meeting all the conditions set forth in (his resolution the Authority
reasonably expects thai debt obligations in an amonnt not expecled to exceed $45,000,000 will
be 1ssued and thal certain of the proceeds of such debt obligations will be used 1o reimburse the
Company for its prior expenditures for the Facilities; and
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WHEREAS, Section 1.103-8(a}3) and Section 1.150-2 of ihe Treasury Regulations
require the Awthority 1o declare its reasonable official intent to renmburse prior expendilures for
the Facilities with proceeds of a subsequent borrowing;

NOW, THEREFORE, BE IT RESOLVED by the California Pollution Control Financing
Anthority as follows:

Section 1. The Authority finds and determines that the foregoing recitals are true and
correcl. For purposes of this Resolution, an “Affiliate™ of the Applicant means any person ot enhiy
which meets the definifion of “parlicipating party™ m the Act and controls, is confrolled by, or is
under common confrol with, the Applicant, as shown by the possession, ditectly or indirecﬂ}, of the
power to direct or cause the direction of iis management or pr.)lj(:ies, whether through majoriny
equity ownership, contract or otherwise.

Seclion 2, The Authonty declares i1s official intent to issue, at one lime or from (ime fo
time, an aggregate of up to $45,000,000 principal amount of bonds of the Authority for the
Facilities; meluding for the purpose of reimbursing 1o the Company costs incurred for the
Facilities prior to the issuance of the bonds.

Seclion 3. The bonds will be payable salely from the revenues to be received by lhe
Authority pursuant io a loan agreement or other agreements to be entered into between the
Authority and the Company in connection with the Facilities. Each bond shal] contain a
stalement 1o the following effect:

“Neither the faith and credit nor the taxing power of the State of Califomia or any
political subdivision thereof or any local agency is pledged o (he payment of the principal of,
premium, if any, or any inlerest on this bond.”

Section 4. The bonds shall be issued subject Lo the conditions that (1) Lhe Auibority and
ilre Company shall have firsl agreed to muiually acceprable ierms for the bonds and of the sale
and delivery thereof, and mutually acceptable terms and conditions of the loan of the procecds
thereof lo the Company; {ii} all reqnisile povernmentat approvals shall have first been obtained;
{iii} a Final Resolution shall have been received from the Avthonty; and {tv) an allocation of
privale activity bond issuance aulhority shall have been received from the California Debt Limit
Allocation Comnmittes or from the Authority,

Section 5. The Executive Director of Lhe Avthorify is herehy directed to indicate the
willingness of the Authority to proceed with and effecl such financing 1n order Lo assist (he
Company by defrayving the cost of the Facilities, subject fo due compliance with all requirements
of the law and the obtaining of all necessary consents and approvals and meerting ail other
requirements of the Authonty.

Seclion 6. It is intended Lhat this Resolution shall conslitule “some other similar official
zction” lowards the issuance of bonds within the meamng of Section 1.103-8(a)(5) of the
Treasury Repulations and “official intent™ within the meaning of Section 1,150-2 of the Treasury
Regulations, each 25 applicable under Section 103 of the Internal Revenue Code of 1986, as




Agendn Tiem - 4,82,

amended. TLis also inlended that this statement of “official action" or “oflicial mtent™ by the
Authority shall conatinue in full force and effect even if this Reselution ceases (o be effective for

other purposes.

Section 7. This Resolution shall take effect iminedialely upon its passage and remain in
full force and effect thereafter; provided that, subject 1o Section 6. this Resolution shall cease o
be effective on July 28, 2013 unless paor therelo he Authonty specifically adopls a further
reselubion extending the effective date of this Initial Resolution, which it will do only after
receiving a specific request for such action from the Company, accompanied by an explanation
of the status of the project and any additional information requested by the Authonly 1o
supplemenl the Company’s application.

5
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3ept. 20, 2010
~omment on Use Permit 07-021 Slerma Pacific Industries Cogeneration Power Project

. would like to add the Shasta Group of the Sierra Club as co-signers on the comments
tom myself and the Battle Creek Alliance that were hand delivered to your oiffice this
norning. -

hank you,

Yele /NS IDYEN

Varily Woodhou
32065 Rock Creek Rd.
Wanton, CA 96059
530) 474-5803
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