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September 21, 2015
Via Electronic Mail

Oakland City Council

1 Frank Ogawa Plaza, 3 Floor
Oakland, CA 94612

(510) 238-2386
cityclerk@oaklandnet.com

Re: Proposed Oakland Coal Export Terminal
To the Oakland City Council:

I am writing on behalf of the Sierra Club, West Oakland Environmental
Indicators Project (“WOEIP”), San Francisco Baykeeper, and Communities for a Better
Environment, to provide a response to the September 8, 2015 letter sent by Stice & Block
LLP and attachments on behalf of the Oakland Bulk and Oversized Terminal, LLC
(“OBOT”). The Sierra Club, WOEIP and other groups are dedicated to protecting
community health and promoting environmental justice, and have many members who
live, work, and recreate in and around the former Oakland Army Base. Due to the
numerous health and safety risks posed by the transportation and storage of coal in the
West Oakland community, they strongly oppose the development of a coal terminal at
the former base and urge Oakland City Council to act to prevent this dangerous
commodity from being part of OBOT.

The Stice & Block letter raises various points which are not supported and which
require further clarification to ensure that the City Council has accurate information on
which it can base its decision regarding development of the proposed coal export
terminal. It is notable that nowhere in the Stice & Block letter do they argue that coal
was ever discussed in any environmental review or funding application for the
Oakland Army Base Redevelopment project—the simple answer is that it was not.
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This letter sets forth clarification on these key points:
1. Jobs Development

The Sierra Club, WOEIP and other groups support development of the former
Army Base, including the development of a bulk terminal at the site, and the additional
economic opportunities that such development will bring to the City. If anything,
bringing coal into the equation will put this project at risk because the international coal
markets are in a state of collapse and the broad consensus is that coal is a bad
investment. That risk associated with coal will also put project jobs at risk. The Stice &
Block letter suggests that quashing the proposed coal terminal will result in the loss of
thousands of construction and waterfront jobs. (See p.1.) This is inaccurate — a non-
coal bulk terminal project will still result in the creation of numerous construction and
waterfront jobs, and indeed could result in better quality and safer jobs than a coal
terminal which will bring a small handful of low-quality and dangerous jobs to city
residents.’

2. Project Entitlements and California Environmental Quality Act

The Stice & Block letter notes that environmental review for the Army Base
development was conducted pursuant to the California Environmental Quality Act
(“CEQA”). What the letter does not note is that neither the Environmental Impact
Report (“EIR”) completed in 2002, or the Initial Study/Addendum completed in 2012,
mentions the possibility of shipping coal through the bulk terminal or analyzes the
many hazardous effects of shipping, handling, transporting and burning coal. As set
forth in the Sierra Club, WOEIP’s and other groups’ letter of September 1, 2015, as well
in the expert testimony submitted to the City Council on September 21, 2015%, shipping
coal carries unique hazards and poses great risks to the surrounding community.

The complete absence of environmental review for the proposed coal terminal,
coupled with new information concerning the developer’s commitment to ship Utah
coal, requires further CEQA review of the effects of the proposed coal terminal. (See
Pub. Res. Section 21166; CEQA Guidelines section 15162.) As shown by the attachments
to the Sierra Club, WOEIP and other groups” comment letter of September 14, 2015

! See September 1, 2015 Letter of Sierra Club, WOEIP, et. al. and the September 21, 2015 Expert
Report of Tom Sanzillo for additional information on the poor job creation potential of a coal
export terminal, attached hereto as Exh. A.

? See e.g., September 21, 2015 Expert Reports of Dr. Phyllis Fox and Dr. Deb Niemaier, attached
hereto as Exhs. B and C.



proposed coal terminals in the Pacific Northwest have undergone extensive
environmental review. The same rigorous standards for environmental review should
be applied here.

Prior to this year, there was no opportunity for the City or community members
to request this additional environmental review. Indeed, until very recently, project
developers stated that the Army Base development would not involve coal shipment —
for example, in a 2013 newsletter, project developer Phil Tagami stated that: “CCIG is
publicly on record as having no interest or involvement in the pursuit of coal-related
operations at the former Oakland Army Base.”*

The Stice & Block letter does not cite to any documents showing that the City and
the developer actually discussed the prospect of shipping coal through Oakland prior to
conducting environmental review. The standard for environmental review is not, as
Stice & Block suggests, that the City or community should have guessed about the aim
of a project. The Stice & Block letter cites only to a Freight Transportation Forecast and a
Proposal by the Tioga Group, Inc. — none of which show that a dedicated coal terminal
was actually part of pre-agreement discussions between the City and developer or the
environmental review for the project. Here, new information regarding the developer’s
commitments to ship Utah coal requires further environmental review.

3. Health Impacts of Coal Terminal

The Stice & Block letter sets forth various inaccurate and/or misleading
statements in asserting that the proposed coal terminal will not have adverse health
impacts on the community. (See pp.4-5.) As set forth in the Sierra Club, WOEIP’s and
other groups’ letters from September 1, 2015 and September 14, 2015, development of
the coal terminal will create numerous health and safety risks, which add to the already
serious health hazards present in the West Oakland neighborhood. Various other
groups and commenters will provide the City with additional information about the
health and safety risks associated with coal transportation at the September 21, 2015
hearing. As set forth in these sources, given the unique hazards of coal, constructing
and operating a coal terminal will add to the existing pollution burdens in the
community, rather than diminishing the pollution burdens placed on the community.

¥ See Oakland Mayor, Port Developer in Dispute over Plan to Ship Coal, KQED July 22, 2015 quoting
CCIG’s December 2013 newsletter. http://ww2.kqged.org/news/2015/07/06/oakland-mayor-port-
developer-in-dispute-over-plan-to-ship-coal
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The tentative terminal plans posted by the developer just last week in September
2015 do not provide adequate assurances that the public will be kept safe from risk.
This last minute ad hoc disclosure of terminal design plans underscores how the public
has been kept in the dark about the proposed coal terminal and the design for such
terminal. As set forth in the expert reports of Phyllis Fox and Deb Niemaier, submitted
on September 21, 2015, attached hereto as Exh. B and C, there are still significant risks
associated with the proposed terminal design. In addition, as acknowledged by the
developer, these plans are still subject to change and therefore do not provide
information about the final design or mitigations that will be used at the terminal.

The Stice & Block letter also suggests that the project is in “full compliance to
date with the City-imposed mitigation obligations of the project that have led to
enhanced air monitoring.” (p. 4.) However, given that the City and the community
only learned about the developer’s commitment to ship coal this year, there are no
enforceable mitigations in place that account for the particular and unique public health
and safety risks of coal transportation and storage. Thus, “full compliance” with the
current mitigation measures contained in the development agreements provides no
actual protection from coal risks. None of the serious problems raised in Dr. Phyllis
Fox’s report are addressed by any of these existing mitigation conditions. Further, Stice
& Block cannot point to any specific measures among the supposed “myriad federal,
state, regional, and local laws and regulations” which apply to the terminal and would
provide protection from coal risks.

4. Coal Trains and Dust

As the attached report of Dr. Fox extensively details, coal trains lose dust in
massive amounts — 500 pounds to a ton of coal can escape from a single loaded coal car,
which amounts to 68.300 tons of coal dust (136,600,000 Ibs) that could be emitted from
the three trains/day serving the proposed coal terminal at OBOT. As set forth in this
group’s prior letters and in the testimony from the September 21, 2015 public hearing,
this dust poses a significant health and safety risk to Oakland in terms of air and water
pollution, potential for train derailments, and a myriad of other impacts.

While Exhibit B to the Stice & Block letter shows pictures of an uncovered coal
train on one day in Oakland and claims that since there have been no complaints to date
and that such trains must have no negative impact, this argument has no support. To
set the record straight, coal trains do not regularly move through Oakland. The Port of



Oakland itself neither imports nor exports any coal.* Coal trains heading to the private
Levin-Richmond terminal in Richmond do not regularly move through Oakland
because the shorter rail route is one that enters from the North. The Union Pacific rail
lines serving the Levin-Richmond terminal move coal from Utah to Richmond via a
Northern route through towns like Reno, Auburn, Roseville, Sacramento, and then
Davis, Fairfield, San Pablo, the community of Parchester Village, and

Richmond.® There is a southern route via Las Vegas and the Central Valley cities of
Fresno and Stockton that could theoretically be used that would pass through Oakland
en route to Richmond, but given that the mileage is longer and more expensive for coal
shippers, it is not the preferred route. It is our understanding that occasional overflow
rail traffic may necessitate the rare coal train sitting in Oakland.

In other words, coal trains moving through Oakland right now are a rare
occurrence. If Oakland were to build a coal terminal, however, there would be a
massive increase in regular coal train traffic--at least 3-4 unit coal trains/day or more
(unit trains usually contain 100 rail cars or more). The volume of coal that is proposed to be
shipped through Oakland is ten times the amount currently moving through the private Levin-
Richmond facility. The community of Richmond currently complains about the dust it
experiences from a regular, but lower volume of coal traffic for a terminal that ships
around 1 million tons of coal/year.°

If the Oakland City Council acts to eliminate coal from the OBOT, it may not see
any coal trains since it is not even clear that coal will continue to be exported from the
Levin -Richmond terminal after the end of 2015.”

4 See Email to Commissioner Gordon from Port of Oakland, August 6, 2015 and Report of Tom
Sanzillo.

5 Or the route from the North could move from Sacramento to Stockton, Pittsburg/Antioch,
Concord, Martinez, then San Pablo, Parchester Village and Richmond. See e.g., Union Pacific
Coal Rail Routes, https:// www.up.com/customers/coal/mines/index.htm and

https://www.up.com/customers/coal/ports-docks/index.htm.

¢ Coal Train Dust Worries Richmond Residents, KQED, June 22, 2015,
http://ww2.kged.org/science/2015/06/22/coal-train-dust-worries-richmond-residents/.

7 According to a SEC filing made as part of an initial public offering by the Utah coal company
that proposed to ship coal through Oakland, Bowie Resource Partners, their contract with
Levin-Richmond is expiring at the end of 2015. See Bowie Resource Partners LLC S-1 at 39,
available at: http://www.sec.gov/Archives/edgar/data/1631790/000104746915005595/a2225124zs-
1.htm.
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5. Federal Preemption

The Stice & Block letter, along with the attachment from Venable LLP, claim that
any efforts by the city to regulate its own terminal and the associated rail traffic are
preempted by federal law, which is wrong in two ways. First, the City’s ability to
regulate the terminal itself is clearly not preempted by federal rail law. See CFNR
Operating Co. v. City of American Canyon, 282 F. Supp. 2d 1114 (N.D. Cal. 2003). Second,
the City does retain police powers to protect the community health and safety, even
over rail operations. See Flynn v. Burlington Northern Santa Fe Corp., 98 F. Supp. 2d 1186
(E.D. Wash. 2000).

The federal statute that regulates rail lines and rail traffic, the Interstate
Commerce Commission Termination Act (ICCTA), does preempt many state and local
laws with regards to rail traffic. However, as the Court noted in CFNR Operating Co. v.
City of American Canyon, that preemption “does not reach local regulation of activities
not integrally related to rail service.” 282 F. Supp. 2d at 1118; Flynn v. Burlington
Northern Santa Fe Corporation, 98 F.Supp.2d 1186, 1189-90 (E.D.Wash.2000) (noting that
"ancillary railroad operations” such as "truck transfer facilities" are not subject to federal
preemption) (citing Borough of Riverdale— Petition for Declaratory Order — The New York
Susquehanna & Western Railway Corp., 1999 WL 715272, STB Finance Docket No. 33466 at
10 (9/9/99). Further, the City still retains police powers over rail, such as the ability to
enforce local building, fire, and electrical codes. Borough of Riverdale, Petition for
Declaratory Order The New York Susquehanna & Western Railway Corp., 1999 WL 715272,
STB Finance Docket No. 33466 at 8-9 (9/9/99).

OBOT’s counsel suggests that it would assert federal preemption as a defense to
City efforts to regulate its operations. As noted above, the City has some limited
regulatory powers in this arena. Further, to the extent that federal rail preemption does
apply, this should serve as a major red flag for the City of Oakland about how
dangerous this project truly is. Indeed, OBOT, CCIG and TLS’s argument outlines the
fact that there are currently no regulations—local, state, or federal —that force OBOT to
use covered rail cars or do anything else to prevent fugitive dust escaping from coal
cars, including using other dust control measures like surfactants or load profiling.?

8 The only federal Surface Transportation Board rules on loading practices for coal like
surfactants and load profiling pertain to loads originating in Montana and Wyoming, not Utah.
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The best way for Oakland to ensure that it does not have the dangers associated
with coal trains is to make sure that it utilizes its powers to prevent coal from being
shipped from the proposed bulk terminal. Simply put, if other commodities are shipped
from the bulk terminal —like corn, wind turbines, and the like--there is no reason for rail
lines located in Oakland or within the Army Base to ship coal.

6. Vested Rights and The Development Agreement

Contrary to Stice & Block’s assertions, there is nothing in the development
agreements or associated documents that creates a vested right to export “coal.” (see pp.
6-7.) The 2012 Development Agreement describes the bulk terminal development as “a
ship-to-rail terminal designed for the export of non-containerized bulk goods and
import of oversized or overweight cargo.”® Similarly, in the Transportation Corridor
Improvement Funds (“TCIF”) application for the project, the bulk terminal is described
as “for movement of commodities such as iron ore, corn and other products brought
into the terminal by rail...[t]he terminal would also accommodate project cargo such as
windmills, steel coils and oversized goods.”!° As discussed above, as recently as 2013,
the developer for the project plainly stated that the Army Base development would not
involve facilities for the shipment of coal. The prospect of shipping coal out of the
Army Base development was not something contemplated by the parties at the time the
development agreements were finalized, and is only a recent change on the developer’s
part. There can be no vested right arising out of the agreement if the purported right to
ship coal was never agreed to by the parties. (See, Civ. Code section 1636, “a contract
must be so interpreted as to give effect to the mutual intention of the parties as existed
at the time of contracting”; TRB Investments, Inc. v. Fireman’s Fund Ins. Co. (2006) 40
Cal.4th 19, 27).

Further, pursuant to the explicit terms of the development agreements, the
vested rights provided by the such agreements will always be subject to modification by
City regulation, provided that such regulation is: “(a) otherwise permissible pursuant to
Laws..., and (b) City determines based on substantial evidence and after a public
hearing that a failure to do so would place existing or future occupants or users of the

* LDDA, Attachment 7 — Scope of Development for the Private Improvements, Section C.1.

10 See Amended TCIF Baseline Agreement, August 22, 2012, at p. 31. Available at:
http://www2.0aklandnet.com/Government/o/City Administration/d/NeighborhoodInvestment/
OAKO038485



Project, adjacent neighbors, or any portion thereof, or all them, in a condition
substantially dangerous to their health or safety.”!!

Both prongs of this test are met here. First, as set forth in the Sierra Club,
WOEIP, et. al’s September 1, 2015 letter, City regulation in this instance is permissible
under long-standing authority authorizing municipalities to use their zoning and police
powers to prevent the occurrence of dangerous activities within municipal borders.!?
Further, as set forth above, there is no conflict with federal laws. Second, based on the
undersigned parties’ submissions of September 1, September 14, and at the September
21 hearing, as well as the submissions made by other parties at the September 21
hearing, the City has the substantial evidence it needs to make a finding as to the health
and safety risks of the proposed coal terminal. Thus, the City’s regulation to protect
public health and safety is consistent with the terms of the governing agreements as
well as applicable laws.

Finally, even if an operator is already operating a facility (which is not the case
here—in fact, TLS only has an option agreement at this juncture), such activity does not
create a “vested right” immunizing that facility from complying with regulations
designed to ensure public health and safety. (See e.g., Standard Oil Co. v. Feldstein (1980)
105 Cal.App.3d 590; Hardesty v. Sacramento Metropolitan Air Quality Management Dist.
(2011) 202 Cal.App.4th 404.)

1 Development Agreement at Section 3.4.2; available at
https://oakland.legistar.com/LegislationDetail.aspx?1D=1427119&GUID=9122B74A-273F-4343-B954-
F848BC668685

12 See Marblehead Land Co. v. City of Los Angeles, 47 F.2d 528, 531 (9th Cir. 1931)(upholding city
authority to use zoning ordinance to protect residents from fire hazard and noxious gases
resulting from oil drilling operations); Friel v. Los Angeles County, 172 Cal. App.2d 142, 157
(1959); Hermosa Beach Stop Oil Coalition v. City of Hermosa Beach, 86 Cal.App.4th 534, 555 (2001).
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Thank you for your consideration of these comments. As you are aware, while
community groups whole-heartedly support the economic revitalization of Oakland,
they are greatly concerned about the serious health and safety consequences of allowing
coal exports to pass through Oakland. The City of Oakland has the chance to act as a
local and national leader in committing to protect its residents from a dangerous fossil
fuel and should act now to prevent the development of the proposed coal export
terminal.

Sincerely,

Irene Gutierrez, Earthjustice Attorney

On behalf of:

Sierra Club, West Oakland Environmental
Indicators Project, Communities For A Better
Environment, San Francisco Baykeeper

cc:  Honorable Mayor Libby Schaaf
officeofthemavyor@oaklandnet.com

Oakland City Administrator Sabrina Landreth
cityadministrator@oaklandnet.com

Port of Oakland:
jbetterton@portoakland.com

Council District 1 Dan Kalb:
dkalb@oaklandnet.com

Council District 2 Abel Guillén:
aguillen@oaklandnet.com


mailto:officeofthemayor@oaklandnet.com
mailto:jbetterton@portoakland.com

Council District 3/Council President Lynette Gibson McElhaney:
president@oaklandnet.com, Imcelhaney@oaklandnet.com

Council District 4 Annie Campbell Washington:
acampbellwashington@oaklandnet.com

Council District 5 Noel Gallo:
ngallo@oaklandnet.com

Council District 6 Desley Brooks:
dbrooks@oaklandnet.com

Council District 7 Larry Reid:
Ireid@oaklandnet.com

Council Member At-Large Rebecca Kaplan:
atlarge@oaklandnet.com, rkaplan@oaklandnet.com

10



11



EXHIBIT A



A = River's Edge
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City of Oakland
City Council Public Hearing
September 21, 2015

Executive Summary of testimony by Tom Sanzillo

Coalis arisky investment for Oakland and will not yield the export activity predicted by the
developer.

Domestic coal demand is declining, and many coal companies are in dire financial straits.
Several U.S. coal companies have filed recently for bankruptcy.

Thermal coal markets are in a state of collapse. The broad consensus among investment houses
globally is against investment in coal mines, ports or the coal frade.

Foreign coal demand is also declining, especially in China and India, and coal prices are at
historic lows.

Bowie Resource Partners, the mining company behind the Utah-sponsored coal portion of this
project, has an eroding domestic market share and would make a weak partner for a port
deal.

Coalis not currently part of the commodity mix that has built the Port of Oakland, and it does
not need to be part of the Army Base Terminal project. In fact, a commitment to coal will work
to undermine the financial viability of the project. The promised benefits of coal exports through
the terminal are unlikely to materialize (that includes the 2,300 permanent jobs identified by the
operator.

Accepting the proposed investment from the State of Utah will create risks for the public
financing for the larger Army Base development. The Utah financing may not meet its own
program’s rules and obligations. The Utah investment in itself is a red flag; it suggests that private
financiers are avoiding major coal investments. The failure of the coal portion of the project
would ultimately require a public bailout. The risks associated with the proposal are not worth it.

Oakland Testimony: Tom Sanzillo 1



What is your name and background?

My name is Thomas Sanzillo and | am Finance Director for the Institute for Energy Economics and
Financial Analysis (IEEFA). | have served in this capacity since May 2012, but have been involved
in fossil-fuel finance matters since September 2007. At IEEFA, | research, prepare, and supervise
studies, memos and testimony and speak publicly on a range of fossil-fuel issues. Topics on
which | have authored, co-authored or provided related research include: U.S. domestic coal
markets and plant finances, U.S. coal-producer and mine finance and financial regulation,
federal coal leasing in the Powder River Basin (PRB), federal coal subsidies, federal/state mine
reclamation, coal ports and coal exports, utility finance, and public power financials (including
those of municipal power systems, rural cooperatives and state power agencies). My work has
involved energy and coal issues in atf least 25 states. | have testified before three Public Service
Commissions (Minnesota, Wisconsin and Colorado) and submitted affidavits in three coal-
related federal proceedings as well as before an administrative proceeding at the Export-
Import Bank.

My work also includes analysis of global economic trends, coal markets and the global
seaborne thermal coal frading market. | have co-authored a number of international coal-
market studies related to India and Australia (with our office in Sydney) and to the Norwegian
pension fund, and provided oversight, research and direction on a global analysis of coal
markets with Carbon Tracker Institute. In addition | have published a number of reports related
to coal export matters on the U.S. West Coast and Gulf of Mexico.

Prior to my work with IEEFA, | served for 17 years (1990-2007) in various senior management
positions in New York City and New York State government finance. My last position was First
Deputy Comptroller for New York State (and | served for a short period as the State Comptroller
due to an early resignation). The New York State Comptroller serves as the sole trustee of a
$156 billion, globally invested public pension fund, and as chief accountant, procurement
officer, and chief auditor for state finances and agencies and local governments. Duties
include reviewing and approving most public debt.! Of particular relevance to this proceeding
are the several dozen audits, reviews and reports that | authored or supervised during those
years on economic development incentives, public authority finance and governance and
job creation.

Who are you representing?

| represent the Institute for Energy Economics and Financial Analysis, which has been invited by
the Sierra Cub to present testimony.

1 Thomas Sanzillo, The New York State Comptroller’s Office, The Oxford Handbook of New York State Government and Politics,
Oxford University Press, 2012.
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What is the scope of your testimony?

| have been asked to:

1. Provide basic background on the status of U.S. and global coal markets as they pertain
to the potential for exports out of the Oakland Army Base Redevelopment project.

2. Provide comment on the financial risks of the intfroduction of coal into the commodity
mix for the Oakland Army Base Redevelopment project.

What is the main point of your testimony?

The Oakland Army Base? developer is taking a major financial risk by relying on coal to provide
49 percent of the commodity mix for expansion of the terminal. This reliance on coal will
jeopardize what should otherwise be a successful project. A worldwide consensus of investment
banks and powerful financial indicators points to the fact that global coal markets are in a state
of collapse and there is little likelihood of a turnaround in the foreseeable future. The project has
a high likelihood of default.

Bowie Resources, the coal company associated with this project, is a weak financial partner. In
addition to being subject to the pressures of the global market downturn, the company is under
extreme pressure in its domestic coal business, as coal plants currently buying coal from its
mines have announced retirements. IEEFA’s careful review of the company’s proposal finds it
unrealistic and very likely to fail.

The State of Utah's pledge of financial assistance to the Oakland Army Base project is a red flag
that warns of financial distress and underscores the lack of private financial investment in the
coal industry today. Even the parent company of Bowie Resources, Trafigura, a large
infernational firm with a $36 billion asset base, is unwilling to risk additional capital for this highly
speculative export project.

Utah's financial participation in this deal presents risks both to the State of Utah and the City of
Oakland. From the Utah side, the deal is unprecedented in size. Whether Bowie Resources can
commit to a 30-year deal is highly questionable. In addition, a series of program-integrity
qguestions have been raised, and the transaction, if approved, would require the waiver of
significant existing program rules.

From the City of Oakland’s point of view, the ultimate likelihood of being unable to move coal
through the port will simply mean the City and the Oakland Army Base will fail to meet their
revenue targets. With so many public dollars committed already to this project, the failure of the
coal portion of the enterprise would require additional public commitments to fix a problem
that is avoidable.

2 The Oakland Army Base Redevelopment is owned in part by the City of Oakland and in part by the Port of Oakland. The coal
proposal is for the city side of the project. The Army Base project is now known as Oakland Global. The Oakland Army Base or
Army Base Redevelopment will be used to refer to this project.

Oakland Testimony: Tom Sanzillo 3



COAL MARKETS AND THE PLAN TO MOVE COAL
THROUGH THE OAKLAND ARMY BASE REDEVELOPMENT

What is the current commodity mix at the Port Oakland, and is the Port
growing?

The Port of Oakland has grown into a strong diversified-commodity business despite a
challenging and complex array of labor and global cross pressures.3

The Port of Oakland is the fifth largest container port in the U.S. In 2014, nearly 2.4 million
infermodal containers (TEUs) passed through the port. Since 2000, container-shipping exports
out of the Port of Oakland have increased 26 percent, though levels have been approximately
constant since 2008. The value of goods passing through the port totals $40 billion annually.
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The chart below shows the diversity of commodities exported from the Port of Oakland. In 2014,
the largest exports by tonnage were wood pulp, edible fruits and nuts, and meat. The port’s
success is tied to its commitment to commodity diversification.

3 http://www.wsj.com/articles/u-s-west-coast-ports-lost-cargo-shipping-share-in-july-1441314829
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Table Il: Commodities Exported from Port of Oakland 2014 (tons)

Pulp of Wood

Other
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Nuts

Residues/Waste
from Food

Industry Meat

Plastics
Beverages

|
_ | Oil Seeds/Misc.
Cereals Grains/Seeds

Preparations of

Vegetables/Fruit
s/Nuts Iron/Steel

Coalis not currently exported from Oakland. Adding coal to the commodity mix for the new
Oakland Army Base Redevelopment project will undermine the project’s financial strength.

Why is coal being added to the commodity mix at this time?

The thesis of the expansion project developer, California Capital Investment Group (CCIG), and
operator Terminal Logistics Solutions LLC (TLS), is that the Army Base Redevelopment project’s
financial structure will be strengthened as a whole if any commodity, coal included, can be
shipped through the port.# Under normal circumstances, and from a strictly financial view, there
might be a case to add coal to this mix. However, these are not normal circumstances, and
there is no financial case to be made for coal exports through the Oakland Army Base.

The coal company involved in the deal, Bowie Resources, seeks to export coal as part of a last-
chance bailout strategy for an industry that is in a state of permanent, structural decline.

The U.S. coal industry is rapidly losing market share for electricity generation within the U.S.
During the 1990s and early 2000s the U.S. coal industry claimed a 50 percent market share> and
produced 1 billion tons of coal per year for electricity. In 2015, coal will supply 34 percent of

4 http://ww2.kged.org/news/2015/07/06/oakland-mayor-port-developer-in-dispute-over-plan-to-ship-coal
5 The last time coal’s share of the electricity market exceeded 50% was in 2003. See:
http://www.eia.gov/electricity/monthly/current_year/december2013.pdf, Table 1.1 Net Generation by Energy Source
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market share and the coal industry is projected to produce 800 million tons of coal.¢ Arecent
report by UBS projects that by 2030 coal's share of the electricity-generation market will shrink to
18 percent.”

Competition from natural gas, renewables and energy-efficiency programs have eroded coal’s
claim to being the least-cost option for electricity in the U.S. Growing public concern,
evidenced by increased regulatory enforcement and other forms of public opposition, have
prevented new coal plants from being built. The coal industry has dropped plans to build 180
new coal-fired plants over the past 15 years and is now hobbled by retiring, aging coal plants.
Forty-two U.S. coal producers have declared bankruptcy since 2012.8 The leading U.S. coal
producers—Arch Coal, Peabody Energy, and Alpha Natural Resources— have all lost in excess
of 90 percent of their share value over the past five years, a fime in which the Dow Jones
Industrial Average has risen by 53 percent. This means that while the U.S. economy is growing,
the coal industry is not. Recently, Kevin Crutchfeld, the CEO of Alpha Natural Resources, put it
this way: "Even as the United States has enjoyed modest annual gross domestic product growth
during the past five years, demand for coal along with coal prices have fallen sharply over the
past four years, reaching a 10-year low during the summer of 2015."

During the late 2010s, as the industry began to recognize that its market share in the U.S. was in
decline, it embarked on a strategy that was akin to an “export or die” scenario. Buoyed by
growing coal demand and high prices in Asia (circa 2008-2011), coal producers in western state
invested in new ventures to increase imports off the West Coast, and numerous coal ports were
proposed.l9 In the ensuing months and years, however, global coal demand and prices have
collapsed, compounding the problems of U.S. domestic coal producers. Many U.S. coal
producers, including Bowie Resources,'! the producer that seeks shipping capacity through the
Oakland Army Base, are continuing to press a failing exports agenda.

What was once seen by the U.S. coal industry as a panacea for its financial future has now
become another set of failures and liabilities in the form of broken port deals, sunk costs,
canceled ports and growing public opposition.

The financial health of the Oakland Army Base Redevelopment project rests in part on the
diversity of commodity shipments from growing industries. The Port of Oakland does well with this
strategy, and it does well without coal in its portfolio. There is no reason for the Army Base
Redevelopment to include coal as part of its business strategy.

The City of Oakland can look to what is happening in other locations on the West Coast where
coal export terminals have been proposed in the past. Some of these coal export terminals
have been shelved due to a weak market for coal (see below). Some have been scuttled in
favor of other viable development choices. Washington State, for example, in cancelling
several proposed coal export terminals, has made clear that it can find economic partners
whose future is stronger and less risky than that of the coal industry. The State of Washington
AFL-CIO has recently pointed out that the Washington economy is robust and has created

6 Amanda Luhavalja, Residential power sales slip 1.7% during 1%t half of year, SNL, September 9, 2015

7 Julien Dumoulin-Smith, UBS Analyst, Pondering the Future Fuel Mix (revised), U.S. Electric Utilities and IPP's. Globall
Research, UBS, September 14, 2015

8 Taylor Kuykendall, Roster of U.S. Coal companies turning to bankruptcy continues to swell, SNL, June 4, 2015.

9 Molly Christian and Aira Fawad, Falling coal prices pinch U.S. producers sales margins despite cost cuts, SNL, September 11,
2015.

10 http://www.opb.org/news/article/coal-score-card/

1 http://www.richfieldreaper.com/news/local/article_e13121f0-dd67-11e4-b956-3ff480cc1929.html
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economic-development choices.'2 Washington has many port-proposal choices from many
industries. Since coal is a financial laggard and its future is clouded by climate and
environmental risks, organized labor has shied away from coal proposals, noting that coal is a
weak partner both financially and environmentally.

Transport Logistics Services (TLS), the designated terminal operator says the terminal, once up
and running, will support 2,335 permanent jobs.'® Permanent jobs require a steady stream of
product moving through the terminal, product that generates revenue to pay employees. It is
unlikely the coal demand from Asia will materialize. Intermittent employment is more likely,
reflecting at best the irregular deal flow that some coal producers have established in Asian
markets. Washington labor organizations are more supportive of projects from industries other
than coal because they prefer partnerships with industries that produce regular deal flow,
steady work and regular payrolls.

How can you be so certain that the coal industry’s current financial problems
are permanent? Don’t most industries go through cyclical downturns and
then come back?

Independent investment analysts overwhelmingly project severe retfrenchment in the global
thermal coal market. These perspectives have been well known for several years. Four major
investment firms (Bernstein Research, Citibank, Goldman Sachs, and J.P Morgan) released
perspectives in June, July, September and October 2013, respectively that provide qualitative
support for the argument that the export market for U.S. coal is under severe stress and is likely
to remain so for the foreseeable future.

Both the research and the investment actions taken by these institutions reflect the consensus
that the international coal market is oversupplied and that global coal producers will continue
to face unsustainably low prices and tight margins. Bernstein Research pointed to the structural
nature of the changes, stating that the trend is not likely to reverse itself. Citibank concluded
that the end of the coal “supercycle” is here. Goldman Sachs said capital shifts from larger
mining concerns suggest a significant move away from coal. J.P. Morgan concluded it is no
longer economical to export coal at present.

These trends will most likely contfinue as China’s need for coal imports diminishes. Each of these
analyses uses as a backdrop the dramatic rise of Chinese thermal imports over the past
decade—and the recent slowdown in this frend. The worldwide market for seaborne coal was
approximately 858 million tons in 2013.* When China buys less coal on the global market it
drives down worldwide demand and price. Chinese import market peaked in 2013 at 330

12 Molly Christian, Stronger Labor market dims support for Washington State coal terminals, SNL, September 2, 2015.

13 http://tisoakland.com/fag/

14 Euracoal, Euracoal Market Report: World Coal Market Developments (1/2014) — World Coal Production and Seaborne Trade,
May 2014.
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million tons per annum (mtpa). In 2014, China’s coal imports declined to 289 mtpa.’> As
discussed below, China is expected to reduce imports further in 2015 to 200 mtpa.

Bernstein Research concluded in the spring of 2013:

Globally, Chinese demand for coal has been the primary driver or the backstop
behind every new investment in coal mining over the last decade; the “global coal
market” ended with the collapse in price in 2012: regional miners will see almost zero
demand in China from 2015.

Once Chinese coal demand starts to fall there is no robust growth for seaborne
thermal coal anywhere; developed market demand is weak due to gas,
environmental concerns or industrial activity; that leaves just one large structural
growth market for seaborne coal: India.'¢

The Bernstein analysis concluded that global thermal coal market will never recover.”

Similarly, Goldman Sachs in 2013 cast a profile of a weak and declining market in thermal coal:

Earning a return on incremental investment in thermal coal mining and
infrastructure capacity is becoming increasingly difficult. In the short term, a sharp
deceleration in seaborne demand (we expect average annual growth to decline
to 1% in 2013-17 from 7% in 2007-12) has moved the market into oversupply and
caused a downward shift in the cost curve; we downgrade our price forecasts to
US$83/tin 2014 and US$85/1in 2015 (down 13% and 11% respectively) and
maintain a relatively flat outlook for the rest of our forecast period to 2017.

Mines are long-lived assets with a long payback period, and investment decisions
today are sensitive not just to prices and margins today, but also to projections
going well into the next decade. We believe that thermal coal’s current position
atop the fuel mix for global power generation will be gradually eroded by the
following structural tfrends: 1) environmental regulations that discourage coal-fired
generation, 2) strong competition from gas and renewable energy and 3)
improvements in energy efficiency. The prospect of weaker demand growth (we
believe seaborne demand could peak in 2020) and seaborne prices near
marginal production costs suggest that most thermal coal growth projects will
struggle to earn a positive return for their owners; in our view, this is reflected in the
way diversified mining companies are reallocating their capital towards more
attractive sectors'®

Goldman Sachs’ price downgrade in 2013 was followed by actual price declines far greater
than estimated. Goldman anticipated a price of $83 per ton in 2014. The average price for 2014

15 Kalayano Teodoro, Global shipping index falls to record low as China cuts coal imports, February 11, 2015.

16 Bernstein Research, Asian Coal and Power: less, Less, Less...The Beginning of the End of Coal, Cover Page, June 2013.
(Bernstein)

17 Bernstein, Executive Summary

18 Goldman Sachs, The window for thermal coal investment is closing, Rocks and Ores, July 24, 2013, p.1.
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was $70 per ton.!? (A recent compilation of futures-market contracts for Newcastle Coal places
the range of prices from 2015 to 2021 in the mid $50-per-ton range.)? In January 2014, Goldman
Sachs sold its stake in a coal port greenfield project in Bellingham, Washington, a joint venture
with SSA Marine Terminals (40+ million ton per year capacity).?!

In October 2013, J.P. Morgan analysts questioned the ability of U.S. coal producers to access
the global thermal coal market:

While the outlook for ILB [lllinois Basin] coal appears stronger than other basins, the
region is not immune from the challenged coal market.” Further, “Export markets
have been crucial in balancing supply-demand in the US; however, depressed
international prices appear to have closed the door on new export contracts and
could create domestic oversupply.22

In 2014, J.P. Morgan forecast a decline of U.S. thermal coal exports through 2016 from 49
mtpa to 36 mipa.

It's not economic to export US coal at present, and while some sales are continuing,
probably driven by take or pay commitments, we doubt new sales will be signed
outside longstanding relationships.

U.S. coal exports are falling more quickly now, but with other countries apparently
concluding it's easier to drop costs rather than production, seaborne prices are
reaching new lows. 23

In September 2013 Citibank?4 said changes in Chinese GDP, pollution and energy
policy, internal country improvements, and the rising influence of renewables and
other energy sources meant that coal producers looking to enter the export market
were going to find it very difficult to succeed.

Because the range of forecasts for Chinese coal demand is wide, we believe
investors should price in higher probabilities of lower coal demand. Optimistic long-
dated coal prices may be unsupported. Although lower prices may spur demand
growth elsewhere, the demand slowdown in China should more than offset such
gains, in our view. Coal-exporting countries that have been counting on strong
future coal demand could be most at risk. The end of the coal supercycle should
weigh on both the mining and equipment sectors. But sectors that excel at
renewable integration, distributed generation, fransmission could benefit the most.

In October 2014, several major U.S. investment banks announced they would not provide
financing to support a large coal mining and export infrastructure in Australia, one of the largest

19 http://siteresources.worldbank.org/INTPROSPECTS/Resources/334934-1111002388669/829392-
1420582283771/Pnk_0115.pdf

20 http://quotes.esignal.com/esignalprod/quote.action?symbol=NCFQ-ICE,

2L http://www.reuters.com/article/2014/01/08/goldman-port-sale-idUSL2NOKI00U20140108

22 Darren Epps, Analyst: lllinois Basin stable but not immune to coal market weaknesses, SNL, October 8, 2013.
23 http://pg.jri.com.cn/acc/Res/CN_RES/INDUS/2014/6/29/37603388-1ecd-419e-8cbd-bd7d51fc5902.pdf

24 http://www.macrobusiness.com.au/2013/09/peak-coal-in-china/
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proposed mining initiatives in the world (100 million tons per year).25 These announcements were
followed by similar ones from European and Australian. This is a sign of weakness in the global
coal markets —the same markets targeted by the developers of the Oakland Army Base coal
project.2s

What are the current trends in China and India and how are U.S. coal
producers faring in that respect?

As described above, the market for imported coal in China—and the global coal market
generally—cooled, and global prices have continued to hit new bottoms.2” Most financial-
analyst projections have evolved into a clear consensus: as China reduces its import needs,
existing Pacific Rim coal producers (Australia, South Africa, Indonesia and Russia) have sufficient
capacity to meet the needs of the remaining import countries, including India. U.S. coal
producers will fill a niche market but one not much larger than what exists today. Carbon
Tracker Institute and the Institute for Energy Economics and Financial Analysis282? reached the
same conclusion in an extensively researched report in September 2014. Wood Mackenzie
(WM), a coal-industry consultant that Bowie Resources uses, has altered its once-optimistic
position on the export potential of PRB and coal from western states. The company published a
broad analysis of domestic and global coal markets and export potential out of the U.S. in
March 2012, when it said U.S. exports would increase to 500 mtpa by 2030.%° In February 2015,
however, WM3! reversed its outlook on Asian demand for U.S. coal exports, citing a number of
factors at play in Ching, including a slowing Chinese economy, a growing divergence between
commodity price and market growth versus GDP growth, a change in economic priorities and
new policy directions due to air pollution. WM saw short- and medium-term problems in
particular for U.S. coal producers3? looking to export. WM projected that the global thermall
market will stay in a condition of oversupply through 2021, plus or minus how many new mine
projects are actually delayed.33

Actual import trends in China are bearing out these predictions. In 2013, China imported 329
million tons of coal. In 2014, that number dropped to 290 million tons. Through July 2015, Chinais

25 http://www.ieefa.org/wp-content/uploads/2014/10/IEEFA-briefing-Galilee-Financiers.pdf

26 Rohan Somanwashi, Report: U.S. Banks will not fund Australia coal terminal expansion, SNL, October 28, 2014.
http://www.theguardian.com/business/2015/apr/08/galilee-basin-coalmines-australian-banks-under-pressure-after-french-
lenders-rule-out-funding; http://www.abc.net.au/news/2015-09-03/nab-rules-out-funding-adanis-16bn-carmichael-coal-
mine/6747298

27 http://Iwww.theguardian.com/environment/2014/oct/22/chinas-coal-use-falls-for-first-time-this-century-analysis-suggests

28 http://www.carbontracker.org/wp-content/uploads/2014/09/Coal-Demand-IEEFA-complete.pdf

29 http://www.carbontracker.org/wp-content/uploads/2014/09/Coal-Financial-Trends-ETA.pdf

30 Wood Mackenzie, Changing Supply/Demand Fundamentals allow the U.S. to Reduce Dependence on Foreign Energy and
Emerge as Important Energy Player, (Press Release), March 7, 2012.

31 http://energyasia.com/blog/china-energy-demand-decoupled-significantly-gdp-says-wood-mackenzie-economist/
http://www.rigzone.com/news/oil_gas/a/136981/Wood_Mackenzie_Chinas_Energy_Demand_Needs_Review_Amid_Economic_
Changes/?all=HG2

32 http://www.woodmac.com/public/media-centre/12526159

33 Rohan Somwanshi, Analyst: Sporadic coal mine closures to not enough to rebalance oversupplied market, SNL, February 17,
2015. (Somwanshi-SNL-Global)
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on course to import 200 million tons per year.34 A very recent analysis,®> published in September
2015 by UBS,3¢ sees China as a future exporter of coal.

Many coal producers, particularly in the U.S., are looking to India as a potential new customer
for coal markets.3” Many large international coal investors, however, are quite skeptical of any
successful foreign investment in India or long-term import strategies.3® Although the Government
of India is still importing significant amounts of coal— upward of 200 mtpa—it has announced a
policy aimed at decreasing its imports to zero in the coming years.®? U.S. coal producers
exported 1.1 million tons of thermal coal to India (largely from Northern Appalachian mines) in
20144

If China and India are successful in cutting only half of their import demand, they would
collectively reduce worldwide coal demand by 260 mtpa, or almost one third of current
demand. The current global oversupply under such circumstances would continue as major
supplier countries—Australia, South Africa, Indonesia, Russia, Colombia and perhaps China—all
will be competing for much smaller markets in Japan, Korea, Malaysia and Vietnam.

In 2012, U.S. coal producers exported 125 million tons of coal, a recent peak. On September 9,
2015, the United States Energy Information Administration estimated that U.S. coal exports in
2015 would total 79.5 million tons and that in 2016 the figure would decline further to 72.3 million
tons.*2

How are prices responding to these general declines in demand and what
indication does that give to U.S. coal producers?

The import trends described above are having a deep impact on the price of coal traded on
the global markets, leading to a worldwide price collapse. 4 The market price for global
thermal coal—the price that would apply to coal that would be shipped through the port of
Oakland to unspecified Asian ports—has plummeted. The UBS September 2015 price chart,
below, shows that prices on the global spot market for Newcastle coal have dropped from a
high of $140 per tonin 2011 to $30 per ton in August 2015. (Newcastle coal is typically the
benchmark used for the global price of coal and refers to coal mined in Australia. The other
coal types identified on the chart are Kalimantan from Indonesia and Richards Bay from South

34 http://www.ihsmaritime360.com/article/18931/china-s-coal-imports-down-33-8-y-y

35 http://www.carbontracker.org/in-the-media/the-tide-is-turning-against-the-thermal-coal-industry-high-cost-new-mines-dont-
make-sense-for-investors/

36 UBS September 2015.

37 http://Iwww.peabodyenergy.com/content/508/peabody-in-india

38 http://in.reuters.com/article/2015/02/02/india-coal-investment-idINKBNOL626B20150202

39 http://www.bloomberg.com/news/articles/2015-08-12/coal-revival-seen-fading-as-india-s-rising-output-trims-imports

40 http://lwww.indiatradedata.com/import-data/thermal-coal.html

41 http://www.eia.gov/coal/production/quarterly/pdf/0121144q.pdf

42 Everett Wheeler, U.S. government chops coal export outlook, SNL, September 9, 2015.

43 http:/lwww.wsj.com/articles/as-coal-prices-fall-miners-cut-output-1433269071; http://www.bloomberg.com/news/articles/2015-
01-21/global-coal-market-seen-in-bad-shape-as-supply-glut-expands; http://www.reuters.com/article/2013/05/09/energy-coal-
idUSL6NODQOUU20130509

Oakland Testimony: Tom Sanzillo 1


http://www.ihsmaritime360.com/article/18931/china-s-coal-imports-down-33-8-y-y
http://www.carbontracker.org/in-the-media/the-tide-is-turning-against-the-thermal-coal-industry-high-cost-new-mines-dont-make-sense-for-investors/
http://www.carbontracker.org/in-the-media/the-tide-is-turning-against-the-thermal-coal-industry-high-cost-new-mines-dont-make-sense-for-investors/
http://www.peabodyenergy.com/content/508/peabody-in-india
http://in.reuters.com/article/2015/02/02/india-coal-investment-idINKBN0L626B20150202
http://www.bloomberg.com/news/articles/2015-08-12/coal-revival-seen-fading-as-india-s-rising-output-trims-imports
http://www.indiatradedata.com/import-data/thermal-coal.html
http://www.eia.gov/coal/production/quarterly/pdf/0121144q.pdf
http://www.wsj.com/articles/as-coal-prices-fall-miners-cut-output-1433269071
http://www.bloomberg.com/news/articles/2015-01-21/global-coal-market-seen-in-bad-shape-as-supply-glut-expands
http://www.bloomberg.com/news/articles/2015-01-21/global-coal-market-seen-in-bad-shape-as-supply-glut-expands
http://www.reuters.com/article/2013/05/09/energy-coal-idUSL6N0DQ0UU20130509
http://www.reuters.com/article/2013/05/09/energy-coal-idUSL6N0DQ0UU20130509

Africa.) The second chart from UBS—spot and term contract prices from ‘Newcastle coal
only’'— shows that the basic contract price for coal has similarly collapsed.

Thermal coal prices: 4’2 year down-cycle &

Thermal coal prices - spot Thermal coal prices - spot & term contract
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44

Peabody Energy#> and Arch Coal“ in late 2010 and early 2011, respectively, provided their
investors with analyses of the Chinese coal markets, using price points in the $90 per ton range.
That is, each company was informing its investors that it required $90 per ton on the globall
market to profit from U.S. coal shipped through West Coast ports. At the time, Arch and
Peabody appeared confident that this price target was achievable as a permanent long-term
goal (In 2012 China imported over 300 million tons of coal, up from 200 million tons in 2011,4 and
coal producers worldwide were predicting longer-term growth from this source).* Each
company was also predicting net back profit margins (the amount of profit received by the U.S.
coal producer from the $90 per ton international market price of coal minus transport and

44 Lachian Shaw, Thermal Coal Markets: Opportunity for Japan, UBS, September 2015, (UBS — September 2015)
45 peter Gartrell and John Miller, Peabody projections show lucrative Chinese market for PRB coal

Platts Coal Trader December 6, 2010

46 Peter Gartrell, Arch CEO sees $20 range for PRB coal to Asia, Platts Coal Trader1/31/11

47 http:/lwww.eia.gov/cfapps/ipdbproject/IEDIndex3.cfm?tid=1&pid=1&aid=3

48 Dan Lowrey, Woodmac sees half of US coal production exported by 2030, SNL, March 7, 2012.
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logistics costs) of $20 per ton. More recently Cloud Peak Energy stated it would require a market
price of between $80 and $90 per ton.#

Most of the proposals for new coal export terminals on the West Coast were made when prices
were high—in early 2008, and then again when prices spiked in 2011. As shown in Table lll, these
spikes were short lived. During the 25-year period covered in the charts, only three or four years
were actually periods in which the global price exceeded $80 per ton. These volatile and
ultimately weak long-term prices (along with public opposition in Oregon and Washington and
the fact that the communities have other choices from more stable business partners) go a long
way toward explaining why U.S. coal producers have never established a strong, permanent,
long-term set of relationships with coal-burning consumers in Asia.

Are there any reliable longer term price indicators that support your case?

Yes. The import trends for China and India suggest a continued slowdown in the global thermal
seaborne coal tfrade. As noted above, both countries have internal reasons for adopting
policies that reduce or eliminate the level of imported coal into their countries. The Newcastle
forward future prices are in the high $50 per ton range through December 2021. This weak
pricing is causing the cancellation of projects and pullback of capital spending from coal
companies around the world %0
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The coal industry has acknowledged that markets are oversupplied in every region of the world
with an active coal market: the CEO of Alpha Natural Resources, a major player in the global

49 http://seekingalpha.com/article/2175763-cloud-peak-energys-ceo-discusses-g1-2014-results-earnings-call-
transcript?part=single

50 UBS-September 2015, p. 8.

51 http://iwww.barchart.com/commodityfutures/ICE_NewCastle_Coal_Futures/LQ
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metallurgical market (and a thermal coal exporter), has acknowledged that coal markets are
in more than a cyclical downturn.52 Glencore, a global mining concern, has announced cuts in
production, staff and dividends3® in the wake of persistent low prices.5 BHP has issued investor
warnings about long-term oversupply issues.>> Teck Resources in Canada has cut back plans for
new mines in the wake of weak markets.>¢ Indonesian coal producers are looking at new
strategies to address the drop in prices and shrinking markets.>” And South African companies
are reporting cutbacks due to oversupply in the markets.58

Are these structural trends harming Bowie Resources plans to ship coal
through the Oakland Army Base Redevelopment?

Yes. Although Bowie Resources continues to search for more throughput capacity, the
company does so as market indicators are showing less demand for coal off the U.S. West
Coast.

Bowie Resources recently filed an Initial Public Offering (IPO)% with the United States Securities
and Exchange Commission (SEC). Ironically, the IPO itself contains information that undermines
the case for the Oakland Army Base Coal Port. The IPO document says Bowie Resources
currently has 5.7 million tons¢é® of throughput capacity at the Port of Stockton (Bowie Resources
owns three mines in Utah—Sufco, Skyline and Dugout, which, according to published reports, ¢!
would be the source of the coal that would flow through the Port of Oakland). The documenté2
also cites statements by Bowie Resources’ coal-industry consultant Wood Mackenzie projecting
a maximum export demand in 2035 for Utah coal of only 4.7 million tons per year.

In its SEC filing, Bowie claims its sponsor (Trafigura) will ship only 1 million tons of coal through
California ports in 2015.¢3 For Bowie to fulfill even its current throughput agreements at the Port of
Stockton, it would need to increase export tonnage by almost sixfold from current, actual
export levels. Officials at the Port of Stockton are reporting that they expect revenues to lag
over the next year due to declining coal export activity.é4

Bowie Resources’ plans are highly speculative and its numbers are not consistent with current or
projected market demand for coal. The addition of 4.2 million tons per year in coal exports from

52 http://trib.com/opinion/columns/crutchfield-alpha-is-restructuring-for-the-future/article_a47d5d8b-d599-5a78-a7af-
22ad44173cbc.html

53 http:/lwww.wsj.com/articles/glencore-scraps-final-dividend-raises-cash-to-cut-debt-1441607323

54 http://www.marketwatch.com/story/glencore-may-cut-coal-output-more-to-combat-glut-2015-06-04

55 http://www.mineweb.com/news/iron-and-steel/bhp-warns-oversupply-to-keep-metal-prices-lower-for-much-longer/

56 http://business.financialpost.com/news/mining/teck-resources-ltd-suspends-coal-production-at-six-canadian-mines-as-
demand-and-prices-plunge

57 http://www.indonesia-investments.com/news/todays-headlines/earnings-indonesian-coal-miners-down-on-weak-global-coal-
prices/item5384

58 http://www.heraldlive.co.za/coal-oversupply-cuts-back-profits/

59 http:/lwww.sec.gov/Archives/edgar/data/1631790/000104746915005595/a2225124zs-1.htm

60 http://www.sec.gov/Archives/edgar/data/1631790/000104746915005595/a2225124zs-1.htm, p. 7.

61 http://www.eastbayexpress.com/oakland/banking-on-coal-in-oakland/Content?0id=4463888&showFull Text=true#LogIn
62 http://www.sec.gov/Archives/edgar/data/1631790/000104746915005595/a2225124zs-1.htm, p. 161.

63 http://www.sec.gov/Archives/edgar/data/1631790/000104746915005595/a2225124zs-1.htm, p. 3.

64 http://www.recordnet.com/article/20150629/NEW S/150629684
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Bowie through the Oakland Army Base would require an almost tenfold increase in export
demand for Bowie's coal products from current actual levels.

This magnitude of increase is not supported by the estimates being made by the United States
Energy Information Administration. According to EIA, total U.S. coal exports to Asia are
expected to rise from 8 million tons in 2015 to 19.9 million tons in 2035.45 This would mean an
increase of less than 1 million new tons per year to meet the demand. This means also that
Bowie Resources is estimating that is product alone would capture 80 percent of the market in
new Asian coal demand exported through West Coast ports. Bowie is predicting apparently
that virtually all of its existing and future competitors will fail. These competitors include other
companies that also plan to export coal from Utah—Iike Rhino Energy (with explicit plans to
export Utah coal),%¢ and Murray Energy (with a global platform)—along with Powder River Basin
coal producers that include the Signal Peak mine (owned by the Gunvor Group, an
international competitor of Trafigura, with a track record of sales from its Montana mines),
similarly-situated Cloud Peak Energy, and Peabody Energy, Arch Coal and Westmoreland
Coal.¢”

Government officials and others examining Bowie Resources’ proposals clearly need to
undertake additional due diligence to determine where Bowie Resources has contracts to sell
this coal. The market is too weak to skip this essential diligence step.

Does Bowie Resources face the same pressure to export as above?

Yes. The domestic market for coal from Utah is fragile. In December 2014, Seth Schwartz,
president of Energy Ventures Associates, a widely regarded coal consultant, testified at the
Idaho Public Utility Commissioné® and provided a detailed view of the Utah coal market.

Mr. Schwartz makes several important points:

e First, Utah coal production has been on the decline, dropping from 26 million tons in 2006
to 16.6 million tfons by 2013.¢?

e Second, this decline in part came from the elimination of coal demand from coal plants
in the East, and a number of the key coal plants that are currently using Utah coal have
announced plans for retirement:

The demand for Utah coal will decline at other local power plants because most
of these plants have announced dates when they will close. The Reid Gardner
power plant will close units 1-3 at the end of 2014 and the remaining unit at the
end of 2017. PacifiCorp will close the Carbon power plant in 2015. NV Energy's most
recent Integrated Resource Plan, filed in 2013, reflects retirement dates for the

85 http://lwww.eia.gov/beta/aeo/#/?id=96-AEO2015&cases=ref2015

66 http://www.sec.gov/Archives/edgar/data/1490630/000110465911059426/a11-28829 1ex99d1.htm, p.21

67 Rohan Somanwanshi, Global production cuts reach 141 million tonnes but supply still coming, SNL, April 6, 2015.

68 http://www.puc.idaho.gov/fileroom/cases/elec/PAC/PACE1410/company/20141215SCHWARTZ%20DIRECT.PDF, Mr.
Schwartz’s discussion of the Utah coal market starts on Page 19 of the testimony.

69 http://www.puc.idaho.gov/fileroom/cases/elec/PAC/PACE1410/company/20141215SCHWARTZ%20DIRECT.PDF, p. 19
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North Valmy units in 2021 and 2025. All of the plants in California have announced
they will stop burning coal by the end of 2015. Finally, IPP has announced it will
stop burning coal after its contracts with the California participants expire in 2027.
At that point PacifiCorp is likely to be the only consumer of Utah coal in power
plants, along with the industrial customers and the export market.

¢ Third, the Utah market is oversupplied. Although the remaining coal plants using Utah
coal require 7.3 million tons of coal, the remaining mines in the near term will produce
between 13 and 15 million tons.”®

In February 2015, Robert Murray, the CEO of Murray Energy, a coal producer with significant
holdings in the lllinois Basin and Northern Appalachia and with a presence in the Uinta Basin
including Utah, stated that market conditions in the Uinta Basin were a “virtual disaster.”’”! While
Murray pointed to over regulation as the larger cause of coal’s downturn, his view of market
realities should not be overlooked.

PUBLIC FINANCE RISKS OF MOVING COAL
THROUGH THE OAKLAND ARMY BASE

What is the scope of the bulk terminal project and how is it financed?

The proposed development budget for the Outer Harbor Intermodal Terminal (OHIT) covers
remediation of the Army Base, improved rail access, a recycling facility and a bulk cargo
marine terminal. The financing relies upon a series of commitments by the State of California,
the City and Port of Oakland, the State of Utah and the developer. The public finance portion,
which is coming largely from the federal government and California state and locall
governments, constitutes the largest portion of the budget. Infroducing coal into the
commodity mix will be the weak financial link in the overall package and will expose public and
private funds to various financial, legal and political risks.

The overall budget for the OHIT project is set at $499.2 million. The budget calls for $327.3 million
in various public funds from the City of Oakland, the Port, the State of California (through TCIF
(the Trade Corridor Improvement Fund)), and the federal government (through TIGER, the
Transportation Investment Generating Economic Recovery grant program). The budget also lists
$171.92 million in unspecified private funds. The line item for the City Trade and Logistic Facilities
includes the costs for the terminal build-out and is listed at $99.4 million from private funds (a
portion of the $171.9 million).

70 http://www.puc.idaho.gov/fileroom/cases/elec/PAC/PACE1410/company/20141215SCHWARTZ%20DIRECT.PDF, p. 22-23,
lines 10-21.
"% Darren Epps, Against the ropes coal industry CEQO’s come out swinging at conference, SNL, February 5, 2015.
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Total

Description Cost Port City Private  TIGER TCIF

Remediation | $11,400 $£5,700 $£5,700 5 - $- $-

Rail Access Improvements and
Manifest Yard | $74.600 $5,000 $3,800 $- 3 - $65,800
City Site Prep and Backbone .
Infrastructure | $247.241 $- $45,000 £25,900 3- $176,341

Recycling Facilities | $46,600 $- $- $46,600 $- -

City Trade & Logistics Facilities | $99,400 $- $- $99400 | $- $-

Unit Train Support Yard | $26,000 $£5,000 $- g - $15,000 $ -

TOTAL (costs in thousands) $499,241 $15,7006 $54,500 5171,900 515,000 3$242.,141

The OHIT Baseline Agreement describes the bulk cargo marine terminal as follows:

On the City's West Gateway site, berth 7 would be converted to a modern bulk cargo
marine terminal for movement of commodities such as iron ore, corn and other products
brought in to the terminal by rail. 80,000 DWT Panamax vessels would be filled with cargo
brought in by rail, unloaded on site and moved by conveyor into the ship's cargo holds.
The terminal would also accommodate project cargo such as windmills, steel coils and
oversized goods. The proposed improvements include new rail tracks from the Unit Train
Support Yard to this marine terminal, as would improvements to the wharf structure
including new piles and protection of existing plies, construction of new purpose-built
cargo handling facilities such as a bulk railcar unloading pit, bulk material storage
building, ship loader, and conveyor belts between the unloading pit, storage building
and ship loader’?

In addifion to the money that would be provided by public sources in California, the State of
Utah in April 2015 conditionally approved’ an application for a $53 million, 30-year loan at 2
percent interest to support “Terminal Logistics, Oakland Bulk and Oversized Terminal at the
Oakland Global Trade and Logistics Port.” The joint application is by four Utah counties: Sevier,
Carbon, Emery and Sanpete. The application and the supporting materials cited these budget
numbers:

The cost of the Bulk Terminal Facility will be $275 million, $25 million of which will come
from the funds shown here. CCIG will finish the design of the Terminal, and will construct
the terminal. The Terminal should be complete and in operation by mid-2017. The
Counties have proposed that they fund $50 million of the terminal cost in return for
throughput allocation at the terminal along with an annual return on their principal
investment. The remaining $200 million required to complete the terminal will come from

72 http://Iwww2.0aklandnet.com/oakcal/groups/ceda/documents/report/oak038475.pdf, Exhibit 20. A subsequent amendment to
the budget dated july 2012 specifically lists the City Trade and Logistics Faciliites as inclusive of the Bulk and Oversized
Terminal. http://www.portofoakland.com/pdf/imaritime/oab/rfq_oab_tcifAmendt.pdf

73 http://Iwww2.0aklandnet.com/oakcal/groups/ceda/documents/report/oak038475.pdf, Exhibit 17.

74 https://jobs.utah.gov/housing/cib/documents/040215cibminutes.pdf, Request for Special Consideration, pdf 9.
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third-party lenders, likely one or more North American pension funds. The Project group is
working toward a financial close in June of this year.”s

The figures provided by the Oakland Army Base published in the 2012 development budget
(Table V) and posted on its website currently are at variance with the presentation made to the
State of Utah in April 2015. It appears that the Oakland Army Base numbers state that the
terminal will cost $99.4 million while the State of Utah places the cost for the terminal at $275
million. The published minutes of the meeting and the application itself in Utah do not describe
the specific use of the dollars or the specific commodities to be shipped through the port.
However, published reports and emails provided in response to a Sierra Club Utah Government
Records Access and Management Act (GRAMA)7¢ indicate that the project is designed’” to
ship coal mined in Utah through the port to overseas users. Once finished, the coal portion of
the project would have a throughput capacity of 4-5 million tons of coal’® per year, out of a
total project shipping capacity of over 9 million tons. The published minutes and public records
do not provide details regarding the actual legal structure of the transaction, including how the
funds would be transferred from the State of Utah or its counties to the Oakland Army Base, City
of Oakland, Port of Oakland, the developer (CCIG) or any other party. Apparently the State of
Utah funds would be deemed “private dollars” to back a portion of the overall project budget
in Oakland.

What are the risks to the public entities involved with the financing of this
project?

Some of these risks are already known and acknowledged:; all are fundamental in nature.

First, as described in detail above, the economic fundamentals related to the coal portion of
this project (the general industry and specific mining, sale and company financials) are
exceedingly weak. The coal portion of this project is expected to produce at least half of the
total tonnage shipped through the newly expanded cargo bulk terminal. Therefore, the project
has a very high likelihood of default and failure. When the coal shipments fail to materialize, the
investments made by the State of Utah, California government entities, the Port and other
private and public sources will be at risk (or will be diverted to other uses at the port, meaning
the public entities will not be receiving promised services for the expenditures made).

This project is heavily financed with public-sector dollars (even some of the so-called “private”
amount of $99.4 million appear to be backed, for now, by $53 million in public funds from the
State of Utah and its counties). In the event of financial failure, additional public funds will be

75 CIB Presentation April 2, 2015 — MASOB, Request for Carbon, Sevier, Sonepete and Emery Counties for $53,000,000.00 for
Throughput Allocations in a Multi-Commodity Bulk Terminal at the site of the Former Oakland Army Base. There is no crosswalk
explanation that reconciles the $275 million figure in the Utah data with the line item in the Port development budget of $99.4
million.

76 Amanda B. McPeck, Information Disclosure Officer, General Counsel, State of Utah, Department of Public Workforce
Services to David Abell, Sierra Club, Environmental Law Program, August 12, 2015. (McPeck-FOIA)

7 https://jobs.utah.gov/housing/cib/documents/040215cibminutes.pdf, Request for Special Consideration, pdf 9.

8 http://www.deseretnews.com/article/865627254/Utah-invests-53-million-in-California-port-for-coal-other-exports.html?pg=all
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needed to pay for whatever costs are associated with the assignment, transfer or other
requirements to bring in new business.

Failed coal-shipping agreements are commonplace in the industry today. Cloud Peak Energy,
a company with a frack record of exporting Montana coal, has failed to meet its export targets
in 2015 and is expected to miss them again in 2016 as weak pricing persists.”? Ambre Energy
failed® and was unable to complete its export plans through Washington State and sold its
interests to a private equity investor. Arch Coal dropped out of a multi-year deal with Ridley
Terminal in Canada,8' which serves U.S. and Canadian coal producers and is facing financial
stress in 2015.82 Historically, west coast coal ports have seen some high profile failures in the
past.83

Second, the private-sector portion of the project may pose risks to the public dollars involved. It
is unclear which pension funds or other institutional funders have made commitments for the

project (presumably these funds or funders constitute the “private dollars” listed in the budget),
or what the requirements for those investments may be. The disclosure to the State of Utah calls
for a closing on the remaining $200 million by June 2015. This deadline appears to have slipped.

It is also useful to examine the one recent example of indirect pension fund investment in
Northwest coal ports. In that case, Goldman Sachs GS Infrastructure Partners participated in the
proposed Gateway Pacific Port in Bellingham, Washington, but then pulled its investment.
(Goldman manages pension fund assets.) It is similarly unclear how any future pension fund
would participate and how the ownership interests and funds would be integrated into the
larger development budget shown in Table V above.84

Third, this allocation of public funds in Utah side raises a series of risks. Utah officials have
expressed several reservations regarding the $53 million loan, including unspecified legal
concerns, the large size of the allocation, the need for greater specificity on use of funds, the
Attorney General’s sign-off, and contingent dollar commitments.8> Materials provided by the
State of Utah to the Sierra Club in a public records request response dated August 12, 2015,
contain the following statement: “Please note that while the CIB [Permanent Community
Impact Fund Board] has set aside money for the potential use of this project, no funding of this
project by CIB has occurred. The project is still under legal review."8¢

The Community Impact Fund has specific rules requiring that the facility that is funded be used
forintended purposes. A change of use must receive permission from the Fund:

A recipient of PCIFB grant funds may not, for a period of ten years from the approval of
funding by the Board, change or alter the use, intended use, ownership or scope of a
project without the prior approval of the Board. A recipient of PCIFB loan funds may not,

9 http://investor.cloudpeakenergy.com/press-release/earnings/cloud-peak-energy-inc-announces-results-second-quarter-and-
first-six-months-5

80 http://www.theaustralian.com.au/business/mining-energy/miner-ambre-energy-reduced-to-a-shell-in-coal-crisis/story-e6frg9df-
1227305463280

81 http://www.platts.com/latest-news/coal/houston/westmoreland-coal-trafigura-deal-positive-for-21685132

82 http://daily.sightline.org/2015/06/05/ridleys-coal-exports-a-terminal-iliness/

83 http://daily.sightline.org/2011/09/12/gambling-on-coal-and-losing/

84 A check of the Port of Oakland’s website page on September 15, 2015 showed there were no updates regarding the budget
or new financial commitments on the City Trade and Logistics Facilities page
http://www.portofoakland.com/maritime/oab_funding.aspx

85 https://jobs.utah.gov/housing/cib/documents/040215cibminutes.pdf, Request for Special Consideration, pdf, p 9.

86 McPeck-FOIA

Oakland Testimony: Tom Sanzillo 19


http://investor.cloudpeakenergy.com/press-release/earnings/cloud-peak-energy-inc-announces-results-second-quarter-and-first-six-months-5
http://investor.cloudpeakenergy.com/press-release/earnings/cloud-peak-energy-inc-announces-results-second-quarter-and-first-six-months-5
http://www.theaustralian.com.au/business/mining-energy/miner-ambre-energy-reduced-to-a-shell-in-coal-crisis/story-e6frg9df-1227305463280
http://www.theaustralian.com.au/business/mining-energy/miner-ambre-energy-reduced-to-a-shell-in-coal-crisis/story-e6frg9df-1227305463280
http://www.platts.com/latest-news/coal/houston/westmoreland-coal-trafigura-deal-positive-for-21685132
http://daily.sightline.org/2015/06/05/ridleys-coal-exports-a-terminal-illness/
http://daily.sightline.org/2011/09/12/gambling-on-coal-and-losing
http://www.portofoakland.com/maritime/oab_funding.aspx
https://jobs.utah.gov/housing/cib/documents/040215cibminutes.pdf

for the term of the loan, change or alter the use, intended use, ownership or scope of a
project without the prior approval of the Board.8”

In a typical multi-purpose port project, if one commodity falters and others prove more
lucrative, a shift can take place to the more profitable commodity. However, despite the steps
that have been taken in this case to make this project appear to be a multi-commodity project,
its primary purpose is to support coal mining and fransport. When the coal deals fail to
materialize, there may be little recourse short of retooling the facility. It remains to be seen what
entities will be responsible for ultimate liabilities.

Fourth, the use of the Utah funds on this project should be a red-flag warning to Oakland
officials that the project is fundamentally weak. The coal industry is working through a massive
wave of bankrupftcies,® new business and finance modelsé’ and is searching for ways to take
expenses offline. With private investors in short supply, some state governments are looking to
step up and absorb direct financial risk for particular coal companies. For example, Wyoming
and Montana have proposed new legislation to authorize bonds™ to support construction of
coal ports due to the sagging fortunes of coal companies.?’ Now, the State of Utah is looking to
alter the use of a longstanding state infrastructure program by supporting Bowie Resources in its
effort to ship coal through the Oakland Army Base.

The reason for these extraordinary state and local government measures is that traditional
private investors have pulled out of coal port financing. Goldman Sachs, the blue-chip
investment house that pulled out of the Gateway Pacific port deal in Washington. Goldman'’s
replacement was a more speculative investor.?2 Kinder Morgan, another blue-chip investor,
pulled the plug its investment in a Coos Bay deal in Oregon.

In the Oakland case, Trafigura and its private equity subsidiary Galena have invested in Bowie
but are relying on public financing to provide the needed capital to fund this speculative coal
export project. By contrast, in the case of the Burnside coal port Terminal in Louisiana, Trafigura
used its own credit and borrowed several hundred million to finance the project.” The Utah CIB
public financing underwrites one part of the speculative aspects of the Oakland export logistics
deal. A pension fund presumably would underwrite some other portion. These are all factics by
Trafigura—a company that had revenues of $127 billion and assets of $37 billion in 20134 —-to
limit its own financial exposure to Bowie should the export scenario fail and to instead leave
taxpayers with the financial risk.

Fifth, the Oakland Army Base coal export project, City or the developer may be exposed to
additional terms and conditions on the Utah funding, to litigation or political risk. The financial
risk fo the City is likely to take the form of the need for future concessions to the developer in the
event of Fund revocation or an adverse change in the terms and conditions of the transaction.

87 http://www.rules.utah.gov/publicat/code/r990/r990-008.htm#T1

88 Darren Epps, Bankruptcies continue to rock coal companies in '13, but hope for survivors, SNL, December 5, 2013.
89 Darren Epps, Slumping coal sector MLP structure offers producers attractive outlet, October 31, 2014.

90 http://lwww.bellinghamherald.com/news/local/article22280340.htm

91 http://union-bulletin.com/news/2015/feb/19/wyoming-bill-would-help-finance-coal-ports-northwe/

92 http://lwww.upi.com/Business_News/Energy-Industry/2014/01/10/Goldman-Sachs-pulls-out-from-Pacific-coal-export-
project/36051389388016/

9 http://itheadvocate.com/news/business/6242434-123/trafigura-using-bonds-to-improve

94 http://www.trafigura.com/media/1990/2014-trafigura-annual-report.pdf
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For example, the rules? governing the Utah Permanent Community Impact Fund raise the
following caveats:

e According to published reports, the applicants for the funds are four Utah counties,
operatfing in a joint project. But are these counties the true applicants or is Bowie
Resources the tfrue applicant? This project appears to be geared to assist the company
to mine coal at its various facilities and to market it overseas.?¢ According to program
rules, applicants must demonstrate that the proposed funding is “not merely a device to
pass along low interest government financing to the private sector” (R 990-8-2 Eligibility).

e Bowie Resources has access to other forms of private capital to invest in the port project.
Both Trafigura and its subsidiary Galena Asset Management invest in companies and
projects in the oil, petroleum, minerals and mining sectors across the globe. Bowie
Resources and CCIG/TLS have devised a financial scenario where neither Bowie nor
Trafigura nor Galena need take much if any investment risks in the Oakland Army Base
coal export project. The States of California and Utah (and the four counties) bear the
risk for a long-term project with an industry and a specific company that is plagued by
short-, medium- and long-term fundamental problems. Although comparative financing
scenarios have not been made public it is not too far a stretch to suggest that 2 percent
financing for 30 years by the State of Utah is a better deal than Bowie would receive
from either Trafigura or Galena. The sole purpose of the funding is to provide a troubled
company cheap and flexible financing.

e The program rules generally limit projects to $5 million. Agency minutes indicate that
other projects with greater than $5 million have been approved in the past, but those
projects were located within the borders of the State and served multiple counties with
long term capital assets. None of those conditions seem apparent from the information
on the record to date regarding the Oakland Army Base coal project.

e Program rules offer a clear set of financial accountability standards. Certain assumptions
about ownership and future uses here would apply only to the model typically used in
Utah for in-state projects. In the case of the Oakland Army Base coal export project,
some new business arrangements might be necessary and new measures of State
accountability adopted.

All applicants must demonstrate that any arrangement with a lessee of the proposed
project will constitute a true lease, and not a disguised financing arrangement. The
lessee must be required to pay a reasonable market rental for the use of the facility. In
addition, the applicant shall have no arrangement with the lessee to sell the facility to
the lessee, unless fair market value is received. (R 990-8-3, K Applicant Requirements)

9 http://www.rules.utah.gov/publicat/code/r990/r990-008.htm#T1

9 The application from the four counties states that the loan will be guaranteed by throughput contracts with unspecified parties.
See: Permanent Community Impact Fund Board Application Form, Project Title: Bulk- Commodity Marine Terminal located in
Oakland, California, Part B, Project Funding, Section 2.5 Type of Funds Requested, Other. In one email on April 8, 2015 sent by
Mr. Holt, BMO, Subject: Press to several county representatives, state and banking officials he reminds them that the operation
of the facility is not Bowie, but is in fact TLS. “The terminal operator is TLS, not Bowie. Bowie is known for coal. TLS is a bulk
operator.” The counties are arguably only a pass through for the financing and appear to be only vaguely aware of the parties to
the development team.
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CONCLUSION

The proposal for a new coal export terminal in Oakland, aimed at shipping coal to Asia, comes
at a time when global thermal coal markets are in a state of collapse. A broad consensus of the
world’s leading investment houses warns strongly against investing in coal mines, coal ports or
the global coal trade. The seaborne global coal market is not going to recover. Import demand
is down in China, a major driver of world coal markets, and India is headed in the same
direction. Prices are at historic lows and likely to remain so for the foreseeable future. Low prices
keep U.S. coal producers from competing in the global market. Bowie Resources, a company
already suffering from a substantial erosion of its domestic market, is a weak financial partner for
a port deal.

Investments of public dollars from California, Utah, and the federal government will be in
jeopardy if this project moves forward. In fact, the pledge of assistance from the State of Utah
should be ared flag warning to the State of California and to City and Port of Oakland officials
because it is a sign of financial weakness in the coal industry. Some Utah officials are
questioning it as well.

More important, the underlying economic weakness of the coal industry, and the flaws in its
plans to export coal to Asia in particular, pose risks to the Oakland Army Base project, and thus
City of Oakland. This project will not produce coal for export at sufficiently robust levels to meet
financial targets. From Day One, the coal component of this project will be a financial drain on
the City of Oakland as a whole, and will remain so for the foreseeable future. It is not a risk worth
taking.

Oakland Testimony: Tom Sanzillo 2
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INTRODUCTION

The California Capital Investment Group (CCIG) has entered into a 60-year lease with
the City of Oakland to redevelop the Oakland Army Base. As part of this larger project, located
within the Port Authority Outer Harbor in Oakland in the West Gateway Complex, there is a
proposed terminal called the Oakland Bulk and Oversize Terminal (OBOT or Terminal).> The
leasable area consists of 12.45 acres of land area and 7.86 acres of wharf. CCIG currently has an
exclusive option agreement with Terminal Logistics Solutions (TLS) to develop the OBOT.?
Thus, CCIG is the long-term lease holder and TLS is the tenant of CCIG.

The only publicly available design information on this Terminal is a July 15, 2015 Basis
of Design (BOD) report (7/16/15 BOD)® and a series of “DRAFT” “conceptual drawings”
showing the possible layout for a two commodity bulk terminal.* The information in these
sources could change significantly as design proceeds, as funding is firmed up for the project,
and during acquisition of the many permits that will be required. My comments in this report are
based on the 7/16/15 BOD, conceptual drawings, and various news reports. Thus, they are
subject to revision as the Terminal design is finalized. My conclusions reached in this report
from reviewing this material are as follows:

e Terminal Design: The recently posted Basis of Design plans are conceptual, meaning
they can change at any time. More specific plans will be needed to obtain permits such
as air quality permits from BAAQMD. There are no enforceable conditions requiring
any of the potential controls outlined in these materials, e.g., covered rail cars, enclosed
storage piles and conveyors, etc.

e Design Drawings: The design drawings indicate that the material handling equipment —
storage domes and sheds, conveyors, loaders, etc. -- will not be located in an enclosed
structure. Thus, there will be emissions of PM, PM10, and PM2.5 from all of the
material handling equipment. Without more specific plans, it is not possible to quantify
emissions.

e Water Usage and Pollution: This project will be a major user of California’s scarce
water if it handles coal or other dusty material. Water is required to control dust during
rail car unloading, at storage piles within enclosures, at drop points, and during ship
loading. Based on experience at other terminals, and assuming throughput of 9.9 million
tons per year of coal, 79.2 million gallons of water would be required every year to
control dust. Per capita water use in Oakland is only 71.7 gallons per person per day.

! http://www.oaklandglobal.com/index.php/project/about/project-overview.
% See FAQ, http://tlsoakland.com/fag/.

® FDR, Basis of Design, Oakland Bulk and Oversized Terminal, California Capital Investment Group, Preliminary
Engineering, July 16, 2015, http://tlsoakland.com/pdf/4.pdf.

* Conceptual Drawings, http://tlsoakland.com/pdf/19.pdf.
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Thus, the water required to control dust at the proposed Terminal could supply over 3,000
Oakland residents every year. In the middle of a record-setting state drought, which
exporting and burning coal will further exacerbate, this is not an appropriate use of
Oakland’s limited water supply. Further, the design plans have no information on how
wastewater containing coal dust will be disposed. If discharged into San Francisco Bay,
it could have many detrimental impacts on water quality and aquatic organisms.

e Coal Dust: As CCIG’s” and TLS’s” recent submissions seem to indicate, the coal rail
cars will most likely be uncovered. The coal loss from an uncovered bottom unloading
car during a typical 400 mile trip is 45 Ib from the bottom and 600 Ib from the top, for a
total of 645 Ib per car.” Up to 3% of the coal loaded into a coal car can be lost in transit,
which for a coal car carrying 121 tons would be 3.63 tons/car or more than 7000 Ibs/car.
Assuming 3 trains/day, up to 68,500 tons/yr of coal dust could be emitted from trains
carrying coal from Utah to the Terminal. Assuming entry at Donner Pass, the shortest
route, at least 200 miles of this route are in California. Thus, about 27% of the coal dust
or about 18,300 tons/yr could be released within the state in communities like
Sacramento, Davis, Richmond, Berkeley, Emeryville, and Oakland. Coal dust includes
fine particles, both PM10 and PM2.5,% which are directly linked to health problems,
including premature death, heart attacks, asthma and other problems. Coal dust can also
contaminate air, water and soil, and adjacent homes, schools, and other buildings.

e Diesel Particulate Matter: The unit trains importing coal will be powered by up to five
locomotives, which emit diesel particulate matter, a potent carcinogen that will pose
significant public health risks in communities along the rail lines and adjacent to the
Terminal.

e Traffic, Noise, Vibration, Visual Impact: The unit trains importing coal and the
Terminal itself would also result in significant traffic, noise, and vibration impacts.

e Mitigation: None of the impacts that I discuss in this report were anticipated in the
CEQA review of this Project. Further, none of the mitigation measures attached in the
Sept. 8, 2015 Stice & Block Letter from the project’s CEQA review® would address these
impacts. Rail car coal dust, for example, is not regulated by any of the permits that the
Terminal must obtain.

® Letter from David C. Smith, Stice & Block, LLP, to Sabrina Landreth, City of Oakland, Re: September 21, 2015,
Oakland City Council Public Hearing, September 8, 2015 plus attachments (Sept. 8, 2015 Stice & Block Letter).

® Edward J. Liebsch and Michael Musso, HDR Engineering, Oakland Bulk and Oversized Terminal Air Quality &
Human Health and Safety Assessment of Potential Coal Dust Emissions, September 2015 (Sept. 2015 HDR Report).

" Minutes, Rail Energy Transportation Advisory Committee, September 10, 2009,
http://www.scribd.com/doc/129350651/Surface-TransMinutes-9-10-09-1.

® Daniel Jaffe and others, Diesel Particulate Matter and Coal Dust from Trains in the Columbia River Gorge,
Washington State, USA, Accepted for publication in Atmospheric Pollution Research, April 23, 2015.

® Sept. 8, 2015 Stice & Block, Ex. A.



My resume is included in Exhibit 1 to these comments. | have over 40 years of
experience in the field of environmental engineering, including air emissions and air pollution
control; greenhouse gas emission inventory and control; air quality management; water quality
and water supply investigations; hazardous waste investigations; hazard investigations; risk of
upset modeling; environmental permitting; nuisance investigations (odor, noise); environmental
impact reports/statements, including California Environmental Quality Act (CEQA) and National
Environmental Policy Act (NEPA) documentation; risk assessments; and litigation support.

| have M.S. and Ph.D. degrees in environmental engineering from the University of
California at Berkeley with minors in Hydrology and Mathematics. | am a licensed professional
engineer (chemical, environmental) in five states, including California; a Board Certified
Environmental Engineer, certified in Air Pollution Control by the American Academy of
Environmental Engineers; and a Qualified Environmental Professional, certified by the Institute
of Professional Environmental Practice.

FACILITY DESIGN

The design capacity of the Terminal is reported in the 7/16/15 BOD as 9.9 million
tons/yr (MT/yr), with a stabilized throughput of 75% of design or 6.9 MT/yr for two
commodities, designated Commodity A and B.*° Prior information posted on the applicant’s
website suggested a significantly higher throughput, 26.3 MT/yr.!!

The commodities will be shipped in Handymax, Panamax, and Capesize®? vessels. No
dredging is anticipated to accommodate these vessels, assuming the Capesize vessels are lightly
loaded to 143,000 tons.*®* The rail cars will have a net capacity of 121 tons and are described as
“North American Covered Hopper Cars equipped with removable, fiberglass covers”.* The
current design plans suggest that most conveyors will be enclosed, with the possible exception of
pipe conveyors connecting the railcar dumper to storage. Commaodity A will be stored in a series
of longitudinal stockpiles located within a “storage building”*>. Commodity B will be stored in
top-filled, concrete storage domes vented to a dust collection system.

The design calls for trains of 104 railcars each (referred to as “unit trains” in this report)
to import these commodities. The analysis below indicates that two to three unit trains of 104
railcars each, potentially all carrying coal, will visit the Terminal every day the Terminal is
operating or 362 days per year, assuming the design throughput in the 7/16/15 BOD. However,

°7/16/15 BOD, p. 1, Sec.2.2.

1 Oakland Global, Project, http://www.oaklandglobal.com/index.php/project/about/project-overview reports
handling up to 12, 50-car trainloads per day. Assuming a net capacity of 121 tons per car (7/16/15 BOD, Table 9-1),
this amounts to: 12 x 50 x 121 x 362 day/yr = 26,281,200 ton/yr.

12 A capsize vessel is too large to fit through the Panama Canal and must sail around a cape.
'3 7/16/15 BOD, Table 8-1.

' 7/16/15 BOD, Table 9-1.

> Drawing BMH-142, Commodity A Storage Building Section.
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if the throughput reported in the Project description of 26.3 million tons of coal per year is
assumed, many more unit trains would visit the Terminal each day.

Commodity A

Commodity A is characterized as “very dusty, exhibits spontaneous combustion behavior,
potentially explosive™.*® This description coupled with other information in the 7/16/15 BOD,
Table 9-1, indicates that Commodity A is most likely coal. This is supported by investigative
news reports and e-mail correspondence, identifying Utah coal as the likely source.*’
Commodity A will be blended, suggesting coal from different mines or seams will be blended
during loading at the Terminal to meet import requirements.

Commodity A railcars are expected to be bottom dump aluminum construction, closed-
top hopper cars with a cargo capacity of about 121 tons.*® Thus, a train carrying Commodity A
will carry 12,584 tons™. As 75% of the Terminal design throughput is designated for
Commodity A, about 2 unit trains per day carrying coal will visit the Terminal .

Commodity B
Commodity B will have a design throughput of 1.7 MT/yr?* and is characterized as “very

dusty, hygroscopic.”?* Hygroscopic materials absorb water from the air and include many
materials including coal, as well as soda ash, cellulose fibers, many fertilizers, salts, and

16 7/16/15 BOD, Table 9-1.

" Project Could Transform Local Coal Market to International, The Richfield Reaper, April 7, 2015 (“The purchase
of Sufco by Bowie [Resources] is what’s driving all of this,”...He said Bowie is interested in expanding its coal
shipping capacity to international markets, which would make the coal industry in Utah viable over a longer period
of time....By purchasing a portion of the port’s capacity, the four partner counties would be able to use 49 percent of
an estimated 750,000 tons of shipping capacity each year to ship coal and other products.”),
http://www.richfieldreaper.com/news/local/article_e13121f0-dd67-11e4-b956-3ff480cc1929.html; Darwin
BondGraham, Banking on Coal in Oakland, East Bay Express, August 19, 2015,
http://www.eastbayexpress.com/oakland/banking-on-coal-in-oakland/Content?0id=4463888; Utah Wants to Send
Trainloads of Coal to California Ports, AllGov California, http://www.allgov.com/usa/ca/news/california-and-the-
nation/utah-wants-to-send-trainloads-of-coal-to-california-ports-150428?news=856347; Brian Maffley, Utah Coal:
California, Here It Comes — And Not Everyone is Happy, August 14, 2015, The Salt Lake Tribune,
http://www.sltrib.com/home/2425141-155/utah-coal-california-here-it-comes; Doug Oakley, Unlikely Partners:
Utah Investing $53 Million to Export Coal through Oakland Port, San Jose Mercury News, April 24, 2015;
Confidential Communications: (1) cjarrett02@gmail.com to Brody & Amber Keisel, April 8, 2015 (“...the script
was to downplay coal, and discuss bulk products and a bulk terminal...); (2) Brody Keisel to Steve Frischknect,
April 8, 2015, attaching CIB Presentation; (3) Jeff Holt to Jae Potter, April 24, 2015.

87/16/15 BOD, p. 12, Sec. 12.1.1.

19 Amount of coal carried per train: 104 rail cars x 121 tons/car = 12,584 tons/train.

2% The maximum number of unit trains carrying Commodity A per day = 0.75(9.92x10° ton/yr)/12,584 ton/train =
591 unit trains/yr. As the Terminal will operate 362 days/yr (7/16/15 BOD, p. 5), this means that on
average,591/362 = 1.6 unit trains per day or up to 2 unit trains carrying Commodity A will visit the Terminal every
day the Terminal is operating.

21 7/16/15 BOD, Table 6-1.
227/16/15 BOD, Table 9-1.
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http://www.eastbayexpress.com/oakland/banking-on-coal-in-oakland/Content?oid=4463888
http://www.allgov.com/usa/ca/news/california-and-the-nation/utah-wants-to-send-trainloads-of-coal-to-california-ports-150428?news=856347
http://www.allgov.com/usa/ca/news/california-and-the-nation/utah-wants-to-send-trainloads-of-coal-to-california-ports-150428?news=856347
http://www.sltrib.com/home/2425141-155/utah-coal-california-here-it-comes
mailto:cjarrett02@gmail.com

limestone. Commodity B railcars are expected to be steel construction, closed top, bottom dump
hopper cars, with a cargo capacity of about 99 tons.”® A train carrying Commodity B will import
10,296 tons per unit train®*. Commodity B will not be blended. As 25% of the Terminal design
throughput is designated for Commodity B, about one unit train per day on 241 days will carry
this unidentified material to the Terminal.®

While two separate materials are identified, the design of the facility and the lack of any
enforceable conditions would allow 100% of the throughput to be coal.

Dust Control
The BOD indicates the facility will use Best Control Technology (BCT) to control

emissions. Public relations information?® indicates all commodities handed at the Terminal will
be:

transported from origin to the Terminal in specially designed covered rail cars;

e discharged from the covered rail cars into an enclosed underground unit with dust
control/collection technology;

e moved within the Terminal in enclosed conveyance systems with dust control/collection
technology;

e stored within enclosed dome storage unit(s) with dust control/collection technology; and

e |oaded onto the vessels using enclosed state-of-the-art ship loaders with dust
control/collection technology.

Commodity A will be stored in a series of covered longitudinal stockpiles and will be
reclaimed using dozers. Dust will be controlled by dry fog and/or water spray at the covered
railcar dumper building, covered bulk material storage buildings, enclosed transfers,
enclosed/covered conveyors, and dry fog and/or water spray at transfer points and stockpiles.

Commodity B will be stored in two concrete storage domes equipped with a dust control
system and reclaimed by gravity onto a series of reclaim conveyors in above-ground tunnels
underneath the domes. Dust will be controlled using the following:

% The 7/16/15 BOD, Table 9-1 indicates a net capacity of 121 tons for railcars importing both Commodities A and
B.

# Amount of Commodity B carried per unit train: 104 cars/train x 99 ton/car = 10,296 tons/unit train.

 Maximum number of unit trains carrying Commodity B per day = 0.25(9.92x10° ton/yr)/10,296 ton/train = 241
unit trains/yr. As the Terminal will operate 362 days/yr (7/16/15 BOD, p. 5), this means that one unit train carrying
Commodity A will visit the Terminal on 241 days.

% TLS, FAQ: Frequently Asked Questions, http://tlsoakland.com/fag/.
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e cartridge style, pulse-jet dust collectors or bin vents

e unloading boots, enclosed hopper and dust collection at the covered railcar
dumper building

e enclosed storage domes with dust collection

e enclosed conveyor transfers

e covered conveyors

e dust collection at transfer point and shiploader (only “as required”)

e dust collectors will include rotary air lock.

The design drawings indicate that the material handling equipment — storage domes and

sheds, conveyors, loaders, etc. will not be located in an enclosed structure.?” Thus, there will be
emissions of PM, PM10, and PM2.5 from all of the above identified equipment.

ENVIRONMENTAL IMPACTS

The environmental impacts cannot be fully determined based on the available

information, reviewed above. However, a similar proposal to export coal from the Port of
Oakland was rejected by the Port of Oakland in connection with the proposed Howard Terminal.
The issues identified by the Port of Oakland are outlined in a staff report that found significant
environmental issues associated with handling export coal.”® These impacts included:

At the Terminal:

Fugitive coal dust and local air quality, requiring storage domes; enclosed conveyors and
ship-loader systems;

Risk of explosions;

Impact of train length, up to 1.5 miles, on rail crossing in densely populated areas along
route;

Berth dredging to accommodate larger and more heavily laden vessels;

Visual impacts of storage domes and other structures;

Noise and vibrations from loading, unloading, and conveyor system;

Construction impacts;

Diesel particulate matter from train and ship engines;

Greenhouse Gas (GHG) emissions from shipping coal from Utah to Oakland and
Oakland to Asia.

2" Conceptual Drawings, http://tlsoakland.com/pdf/19.pdf.

% port of Oakland Memo from Anne Whittington to Richard Sinkoff, Re: Environmental Issues Associated with
Handling Export Coal, February 19, 2014.



Transport from Mine Source to Terminal:

e The loss of up 12 tons of coal dust, assuming control using surfactants;

e Impacts of train lengths of up to 1.5 miles on rail crossing and noise from train safety
horns and rail crossing barriers in communities along the rail line (Completely covering
the rail cars could eliminate the dust.)

Coal Consumption in Asia:

e Inconsistent with California climate change policy

e Inconsistent with California Joint Resolution 35, Chapter 139%°

e Inconsistent with goal to promote cleaner domestic energy source

e Potential to increase acid rain and mercury deposition in the Pacific Ocean and Western
U.S. from Asia due to wind patterns

All of these issues apply to the current proposal with the possible exception of the need to
dredge. In addition, the proposed Terminal presents the following additional issues not
addressed in the Howard Terminal analysis:

e Water use for dust control

Seismic-induced liquefaction and lateral spreading hazards due to site-specific soil
conditions

Impacts of coal spills on California’s water supply

Covered rail car issues

Ignitability and spontaneous combustion

Visual impacts of huge storage domes

Impact of increase in rail and ship traffic on other operators within the Port of Oakland
and elsewhere in San Francisco Bay

Some of these issues are discussed below.
Water Use

The major coal handling operations at the Terminal are enclosed. However, water is still
required to control dust during unloading,* at storage piles within enclosures, at drop points, and
during ship loading. Based on experience at other terminals, about 8 gallons of water are
required per ton of coal throughput to control dust.®* Assuming 100% of the Terminal’s design
throughput of 9.9 million tons per year is coal or another similarly dusty material, 79.2 million

# california Legislative Information, Assembly Joint Resolution No. 35, Chapter 139, Relative to Exportation of
Coal, Approved by Governor, September 18, 2012, Filed with Secretary of State, September 18, 2012.

%0 See the significant amount of water used for coal unloading in the video, Unloading Coal via Rotary Dump,
proposed for the Terminal, at: http://www.coalcap.com/press.asp.

%1 George D. Emmitt, Minimizing Groundwater Consumption for Required Fugitive Dust Control Programs,
http://www.powerpastcoal.org/wp-content/uploads/2011/08/MINIMIZING-GROUNDWATER-CONSUMPTION-
FOR-REQUIRED-FUGITIVE-DUST-CONTROL-PROGRAMS.pdf.
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gallons of water would be required every year to control dust. In comparison, per capita water
use in the area where the Terminal will be located is 71.7 gallons per person per day.** Thus, the
water required to control dust at the proposed Terminal could supply over 3,000 Oakland
residents every year.

California is currently experiencing a record-setting drought that started in 2012 and
recently culminated in the first ever mandatory state-wide water restrictions. The April 2015
snow water equivalent was at only 5% of its historical average.*® The snowpack is the major
source of California’s water supply, filling its reservoirs as temperatures warm and the snow
melts. The record low snowpack coincides with record high January to March temperatures,
highlighting the modulating role of temperature extremes in California drought severity. These
results foreshadow major future impacts of climate change on the state’s water supply. Further,
the export of this coal will contribute to global warming and thus aggravate California’s water
supply situation. Therefore, the use of the state’s severely depleted water supply, which is likely
to remain so in the future, at a coal terminal that will aggravate the water supply deficit and
contribute to global warming, is not a reasonable beneficial use of the State’s limited water

supply.
Wastewater Disposal

The 79.2 million gallons of water used each year to control dust will be highly
contaminated with coal particles and other materials. The documents that | have reviewed
identify only “process water collection and treatment facilities” but don’t disclose whether
“process water” is dust control wastewater nor what type of treatment would be used.*
Conceptual drawing GC-100 identifies a “washdown treatment vault” with discharge to the Bay.
These terms, “process water” and “washdown water”, are ambiguous and have no special
meaning. If the dust control wastewater is discharged into the Bay, it would result in significant
biological impacts due to high amounts of suspended coal particles.

Accidents

The trains carrying Utah coal to the Terminal would most likely enter California in the
northern part of the State, traveling via the Feather River Canyon or Donner Pass to the Bay

¥ SWRCB, July 2015 Water Conservation Report by Supplier, Excel Spreadsheet: October 2014 — April 2015
Urban Water Supplier Report,
http://www.waterboards.ca.gov/water_issues/programs/conservation_portal/conservation_reporting.shtml.

% 3. Belmecheri et al., Multi-century Evaluation of Sierra Nevada Snowpack, Correspondence, Nature Climate
Change, Advance Online Publication, September 14, 2015,
http://www.nature.com/articles/nclimate2809.epdf?referrer_access_token=07tjNvIGP2FXgNF-
SJoocdRgNOjAjWel9jnR3ZoTvOMaTV2Rp6vP_EsijdwlLJ1-6EMR-RFne5yHuc6YcKNVdACtzoyQ7rj7-
QHAuUGoydFDdI1GZVEKF_67x11s32_i8IPfhFODEEUVeX59AS68cB5EzZrRSO82GCWKaLz34Tmpso7K6rK_mAz
mlsrJg7fm6zadxUJGEjxWuUWxeWbRCNrCqvXZGoKMz5WREGT8-
shfV6Iw2TQViyHAL47SGFeDXq6ddrllKKQLA8Ohmsd4Z295MNwbh4qEhsDB903Y4RdbzuGEUlOtUpQOOHL41
qQaVvQp70IzNOAWUula5VIDXrPna5LIUUyusya39rwBp72INCk __ zfHqyaN14 6HG4oPUnFZKu&tracking_refer
rer=www.nytimes.com.

% 7/16/15 BOD, p. 4.



Area.® Thus, they will travel through some of the state’s most densely populated areas, as well
as some of its most sensitive ecological areas, as rail lines frequently operate near or over rivers
and other sensitive waterways in the state.

The two most likely routes include numerous “high hazard areas” where accidents are
likely due to poor track and infrastructure conditions, e.g., steep grades, poor track condition,
bridges in poor condition.*® See red segments on Figure 1. An accident in these areas could
result in a major release of coal into the State’s water supply, which would be very difficult to
cleanup due to the nature of coal. This could shut down the water supply for much of the state,
resulting in significant statewide impacts on agricultural and municipal water supplies as well as
significant aquatic biological impacts. A recent derailment in this area, involving corn, rang
alarm bells as to the consequences if a more hazardous substance, such as coal, were involved.*’

% See map of U.S. Major Freight Rail Lines at: http:/earthjustice.org/features/map-crude-by-
rail?utm_source=crm&utm_content=image&curation=ebrief. See also: Cambridge Systematics, Inc., National Rail
Freight Infrastructure Capacity and Investment Study, September 2007, Figure 4.1,
http://www.camsys.com/pubs/AAR_Nat_%?20Rail_Cap_Study.pdf.

% Interagency Rail Safety Working Group, State of California, Oil by Rail Safety in California. Preliminary
Findings and Recommendations, June 10, 2014.

¥ Tony Bizjak, Feather River Train Derailment Raises New Concerns, Sacramento Bee, December 6, 2014,
http://www.sacbee.com/news/local/transportation/article4315150.html. See also:
http://www.abc10.com/story/news/local/california/2014/11/26/train-derailment-feather-river-canyon/70133634/.
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http://earthjustice.org/features/map-crude-by-rail?utm_source=crm&utm_content=image&curation=ebrief
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Figure 1. Rail Hazards Map
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Further, the coal trains themselves could increase the probability of an accident by
increasing the load on the tracks and by depositing coal dust on the tracks and in the track
ballast, which are well known causes of train accidents. Coal trains weigh much more than other
types of trains travelling these routes. The unit trains proposed to call at the Terminal loaded
with coal, for example, weigh 15,600 tons® compared to 5,000 tons per train for double stack
container trains, 8,500 tons for manifest trains, and 10,000 tons for grain trains.*® The extra
weight from these coal-carrying trains would pose additional stresses on the tracks, increasing
the probability of accidents.

Further, unit trains have recently started importing crude oil to Bay Area refineries, using
these same routes. A significant future increase in these crude trains is anticipated. The
cumulative increase in unit crude oil and coal trains is a potentially deadly combination,

%8 Weight of 104 car unit train carrying coal: (104 cars)(130 tonne/car)(1.1 ton/tonne) + (5 locomotives)(150
ton/locomotive) = 15,622 tons.

¥ Railway Capacity Background & Overview,
http://www.quorumcorp.net/Downloads/Papers/RailwayCapacityOverview.pdf.
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increasing derailment risk for both coal and oil trains.*® Qil train derailments can decimate entire
communities. The blast zones—within one mile of the rail tracks—for oil trains
disproportionately impact environmental justice neighborhoods, communities with racial
minorities, low incomes, or non-English speaking households.*

Coal Dust

Coal dust from both trains and the Terminal is notoriously difficult to control and results
in numerous significant environmental impacts. The 7/16/15 BOD asserts that product will
arrive at the Terminal in “North American Covered Hopper Cars”, equipped with removable,
fiberglass covers,* suggesting coal dust from the unit trains will be controlled. However, there
is no enforceable condition to require that the rail cars be covered and shippers have historically
resisted covering due to cost. The City and other permit-issuing agencies, such as the Bay Area
Air Quality Management District, are likely preempted by federal law from regulating coal cars
along the rail lines,* outside of the Terminal. Thus, the Terminal operator and the shippers can
import coal in uncovered cars, regardless of assertions in the 7/16/15 BOD or elsewhere. The
most recent Sept. 2015 HDR report prepared for California Capital Investment Group also
analyzes uncovered coal cars.

Transporting coal in uncovered cars is standard industry practice to cut costs. Thus, most
coal cars are uncovered. Covered rail cars have historically been used to transport bulk
commodities such as grain, cement, fertilizers, food and sand, but not coal. While many
companies are working on cover designs for coal cars, my research to date has not identified a
commercial source for covered coal rail cars. Several companies have developed prototypes, but
none are in commercial production. As there are no enforceable conditions requiring that the
cars be covered, the applicant and Terminal users have no obligation to use covered rail cars.
Thus, it is reasonable to assume that the rail cars servicing the Terminal will be uncovered.
Therefore, | discuss some of the issues that will arise if the cars are not covered followed by a
discussion of issues with covered cars, should they be used.

Coal dust can result in significant environmental impacts for two principal reasons. First,
in California (and many other states), the rail lines parallel waterways. As shown in Figure 1, the
two most likely rail routes to Oakland follow rivers and pass through the Sacramento-San
Joaquin Delta, the largest and most biologically important estuary on the Pacific coast. These
waterways also supply a significant fraction of California’s water supply. Coal dust falling

%0 See e.g., Daily Oil Trains Could Threaten Lives in the Bay Area, SF Chronicle, August 10, 2015,
http://blog.sfgate.com/hottopics/2015/08/10/daily-oil-trains-could-threaten-lives-in-the-bay-area/.

* Crude Injustice on the Rails, Communities for a Better Environment, June 30, 2015,
http://www.cbecal.org/media/cbe-updates/crude-injustice-on-the-rails-report-calls-out-environmental-racism/.

427/16/15 BOD, Table 9-1.

* Tovah R. Trimming, Derailing Powder River Basin Coal Exports: Legal Mechanisms to Regulate Fugitive Coal
Dust from Rail Transportation, Golden Gate University Environmental Law Journal, v. 6, issue 2, June 21, 2013,
http://digitalcommons.law.ggu.edu/cgi/viewcontent.cgi?article=1104&context=gquelj. See also memo to CCIG
from Venable, LLP, September 8, 2015 (arguing City of Oakland cannot regulate rail.)
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along the tracks in these areas would be blown into or washed into the waterways by rainfall
runoff. Second, there is a long history of coal dust creating nuisance conditions for those living
and working adjacent to the tracks.

Uncovered Rail Cars

Uncovered rail cars carrying coal emit significant amounts of coal dust.** Most coal dust
is emitted from the top of the rail car, but some is also emitted from the bottom. The movement
of cars during transit creates vibrations that break larger pieces of coal into smaller particles,
creating a continuous source of dust as the trains travel to their destination. Dusting also occurs
on the empty return trip as leftover coal particles are blown out of the cars. This dust would be
deposited along and adjacent to the rail lines between Utah and the Terminal as well as at the
Terminal while waiting to be unloaded. Coal dust losses vary with wind speed, train speed, time
of year, load shape, and topping agents.

While the 7/16/15 BOD asserts that covered rail cars will be used, this claim is
unenforceable, the applicant has failed to identify a source of coal car covers, and there is no
history of their use for transporting coal due to added cost and safety issues, discussed elsewhere.
The September 2015 HDR report asserts that coal dust can be reduced by at least 85% using
topping agents (surfactants) and load profiling/packing. However, these have not been proposed
by the applicant and are also unenforceable.

A representative of BNSF testified before the Rail Energy Transportation Advisory
Committee (RETAC) that coal loss from an uncovered bottom unloading car during a typical 400
mile trip is on average 45 Ib from the bottom and 600 Ib from the top, for a total of 645 Ib per
car.*® Elsewhere, BNSF has reported that “The amount of coal dust that escapes from PRB coal
trains is surprisingly large...BNSF has done studies indicating that from 500 Ibs to a ton of coal
can escape from a single loaded coal car. Other reports have indicated that as much as 3% of the
coal loaded into a coal car can be lost in transit.” BNSF has pulled this information from its
website, but it was captured and duplicated elsewhere.*® Norfolk Southern reported similar
losses, up to 1,200 Ib/car and typically 400 to 800 Ib/car along a 500 mile rail corridor hauling a
bituminous coals similar to the Utah coals.*’

The rail distance from central Utah where the coal would be mined to the Terminal is
about 750 miles. Assuming three 104-car unit trains per day, up to 68,300 tons/yr of coal dust

* See dust from typical coal unit train at: https://www.youtube.com/watch?v=RzD20lpaooQ.

** Minutes, Rail Energy Transportation Advisory Committee, September 10, 2009,
http://www.scribd.com/doc/129350651/Surface-TransMinutes-9-10-09-1.

%8 Cassandra Profita, How Much Coal Dust Will There Really Be?, July 30, 2012,
http://www.opb.org/news/blog/ecotrope/10753/.

*" Edward M. Calvin, G.D. Emmitt, and Jerome E. Williams, A Rail Emission Study: Fugitive Coal Dust
Assessment and Mitigation, http://www.powerpastcoal.org/wp-content/uploads/2011/08/A-RAIL-EMISSION-
STUDY-FUGITIVE-COAL-DUST-ASSESSMENT-AND-MITIGATION.pdf.
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could be emitted from trains servicing the Terminal.* Assuming entry at Donner Pass, the

shortest route, at least 200 miles of this route are in California. Thus, about 27% of the coal dust
or about 18,200 tons/yr could be released within the state. While much of this dust would be
deposited near the tracks, which are adjacent to rivers and estuaries, a significant amount of the
coal dust would become air borne and cause significant downwind air quality, public health, and
ecosystem impacts.*®

Some have claimed—including the recent Sept. 2015 HDR report submitted by CCIG at
p. 5—that most of this coal dust is deposited close to the mine. However, numerous You Tube
and other videos>® and Seattle Times photos in the Columbia River Gorge debunk this claim.
See Figure 2. Dust is generated throughout the trip by movement of the cars during transit,
particularly over the mountainous terrain between the mines in central Utah and Oakland, e.g.,
they must cross the Sierra Nevada mountains, which will require numerous speed changes as the
trains negotiate challenging mountain passes, steep grades, and sharp curves. The references to
behavior of wind blown dust from stationary storage piles in the Sept. 2015 HDR report at 5 are
irrelevant to train travel. The problems caused by released coal dust are detailed below.

Figure 2. Photograph of Unit Coal Train Passing Through Columbia River Gorge.

First, railroads in California (and elsewhere, see Figure 2) parallel or cross many rivers
and estuaries (Figure 1), which contain sensitive species and are lined with riparian corridors.

“8 Coal dust: Assuming 645 Ib/car x (750 mi/400 mi) x 104 cars/train x 3 trains/day x 362 day/yr/2000 Ib/ton =
68,296 Ibs.

“° See reviews in: Dan Ferber, Research Finds Additional Harm from Coal Dust Exposure, February 20, 2013,
http://midwestenergynews.com/2013/02/20/research-finds-additional-harm-from-coal-dust-exposure/ and Eric de
Place, How Coal Affects Water Quality: State of the Science, March 20, 2013,
http://daily.sightline.org/2013/03/20/how-unburnt-coal-affects-water-the-state-of-the-science/.

% See the videos at Coal Dust: Norfolk Southern’s Most Insidious Gift to Its Own Hometown,
http://coaldustnorfolk.com/NSCoalHandling.html.
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Thus, some of the 68,300 tons/yr of coal dust released during transit from Utah could end up in
riparian zones and waterways, resulting in significant ecological impacts.

Coal dust that reaches waters adjacent to rail lines — such as the American, Feather, Yuba,
and Sacramento Rivers and the Sacramento-San Joaquin Delta -- will have adverse physical
effects on exposed organisms including abrasion, smothering, reduction in availability of light
and clogging of respiratory and feeding organs.>* Young salmon and trout exposed to coal
washings, for example, experienced 100% mortality after 0.5 to 2.5 hrs exposure. The dead fish
had heavy secretions of mucus from the skin and gills, to which particles of coal adhered.** In
another study, exposure of juvenile chinook salmon to coal dust resulted in metabolic activation
of genes that convert PAHSs to carcinogenic and mutagenic metabolites. Coal dust leachates also
reduce the growth rate of trout, cause oocyte atresia and reduce ovarian growth in crayfish, and
promote DNA adduct formation and hepatocellular carcinoma in fish.>

Second, coal dust destabilizes rail bed ballast, which underlies and stabilizes tracks and
has led to accidents, high cleanup costs, and litigation to require shippers of coal from the
Powder River Basin to use surfactants to reduce coal dust. BNSF spent more than $100 million
cleaning and replacing track ballast in Wyoming in 2009 and 2010. These surfactant rules do not
apply to coal shipped from Utah. Further, the dust also deposits on the tracks, causing
derailments.>*

Third, coal dust, blown from unit trains, the Terminal, and staged rail cars at the
Terminal, can have many impacts on humans, animals, and plants along the rail lines and in
adjacent communities. The coal dust blown or otherwise emitted from these sources consists
mainly of fine black particles that are carried by winds onto properties adjoining the Terminal
and rail tracks. The most intense dusting events occur when trains travelling in opposite
directions meet at normal track speeds,> which will be common occurrences due to operation of
the Terminal. In addition, tunnels, trestles, and open field often cause emissions due to lateral
wind stresses.*®

> Michael J. Ahrens and Donald J. Morrisey, Biological Effects of Unburnt Coal in the Marine Environment,
Oceanography and Marine Biology: An Annual Review, v. 43, pp. 69-122, 2005.

°2 C.F. Pautzke, Studies on the Effect of Coal Washings on Steelhead and Cutthroat Trout, Transactions of the
American Fisheries Society, v. 67, pp. 232-233, 1937.

* p.M. Campbell and R.H. Devlin, Increased CYP1A1 and Ribosomal Protein L5 Gene Expression in a Teleost:
The Response of Juvenile Chinook Salmon to Coal Dust Exposure, Aquatic Toxicology, v. 38, pp. 1-15, 1997.

* See, for example:
http://www.sth.dot.gov/decisions/readingroom.nsf/fc695db5bc7ebe2c852572b80040c45f/3bdd891ff0ccc1fh852579
4f006db7c9?0OpenDocument

and http://www.stb.dot.gov/decisions/ReadingRoom.nsf/WEBUNID/79B5382AE20F7930852578480053111F?0Ope
nDocument.

*® Simpson Weather Associates, Inc., Norfolk Southern Rail Emission Study, December 30, 1993,
http://leg2.state.va.us/dls/h&sdocs.nsf/By+Year/SD581994/$file/SD58_1994.pdf. See also video at:
https://www.youtube.com/watch?v=qVUJcmxZ7BE.

% Report of the Joint Subcommittee Studying Ways to Reduce Emissions from Coal-Carrying Railroad Cars, Senate
Document No. 23, Commonwealth of Virginia, 1997.
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Farmers, landowners, and communities along the rail lines would have to deal with
nuisance black grit covering their crops, lawns, homes, vehicles, and more seriously, increasing
particulate matter in the ambient air, which would result in significant public health issues.”” See
coal dust videos.”® Testimony before the Joint Subcommittee Studying Ways to Reduce
Emissions from Coal-Carrying Railroad Cars” was summarized as follows:™

“Homes and cars need repeated washing, windows and doors must stay closed
and outdoor activity is curtailed because of the coal dust. Patio furniture and
gardens are said to glisten with coal dust.

A so-called “blowout,” typically occurring during extreme meteorological
conditions, can result in 40-foot-high clouds of dust billowing upward.
Particularly bad episodes have reportedly forced some vehicles traveling along
Route 29 to turn on headlights or pull off of the road. Homeowners have made
claims with NS in exceptional cases to pay for the cleaning of their homes...[high
winds are common in the Bay Area].

For those so affected, the constant presence of coal dust was characterized as a
burden that diminishes their quality of life. The dust leaves a greasy black film
wherever it lands, settling on windowsills and finding its way through cracks and
crevices. Although documentation has not been available, some citizens exposed
to emissions expressed concerns about the potentially harmful health effects of
coal dust exposure.”

Similar complaints have been reported by communities in the Bay Area from coal trains
that currently pass through Richmond on their way to the Levin Terminal. “In Parchester
Village, a largely black and Latino neighborhood in northwestern Richmond, residents say coal
dust blows off the open mounds, covering the grass and coating their screen doors...It’s
everywhere, he says. If your truck sits here for two, three days without moving you can write
your name on the front.”®

http://leg2.state.va.us/dls/h&sdocs.nsf/fc86¢2b17a1cf388852570f9006f1299/0befldac9cc18h48852564420068dc18/
$FILE/SD23_1997.pdf.

% paul R. Epstein and others, Full Cost Accounting for the Life Cycle of Coal, Annals of the New York Academy of
Sciences, v. 1219, 2011, p. 84.

%8 See videos at: https://www.youtube.com/watch?v=04v5w-TuhWM;
https://www.youtube.com/watch?v=6WdsrkyaGZlI; https://www.youtube.com/watch?v=tFIXHT6KCRM;
https://www.youtube.com/watch?v=gjhnhZ0mFb4; https://www.youtube.com/watch?v=LwuBhcffcoo.

% Report of the Joint Subcommittee Studying Ways to Reduce Emissions from Coal-Carrying Railroad Cars, to the
Governor and the General Assembly of Virginia, Senate Document No. 58, Commonwealth of Virginia, Richmond,
1995, http://leg2.state.va.us/dls/h&sdocs.nsf/By+Year/SD581994/$file/SD58_1994.pdf.

€ julie Small, Coal Train Dust Worries Richmond Residents, KQED, June 22, 2015,
http://ww2.kged.org/science/2015/06/22/coal-train-dust-worries-richmond-residents/.

15


https://www.youtube.com/watch?v=o4v5w-TuhWM
https://www.youtube.com/watch?v=6WdsrkyaGZI
https://www.youtube.com/watch?v=tFlXHT6KCRM
https://www.youtube.com/watch?v=gjhnhZ0mFb4

“Coal dust” is an umbrella term that includes the full range of particle classifications
based on size, from granules to very small particles. Known health effects from coal dust
exposure include skin damage, circulatory system problems, and increased risk of developing
cancer. In one study, coal dust was associated with respiratory morbidity in school children. A
cross section study found that respiratory symptoms were significantly more common in children
in the areas exposed to coal dust than the control areas. Elevated symptoms included wheezing,
excess cough, and school absences for respiratory symptoms.®! In another study, proximity to
coal mining activities was associated with worse adjusted health status and with higher rates of
cardiopulmonary disease, chronic obstructive pulmonary disease, hypertension, lung disease and
kidney disease.®?

Coal dust includes fine particles, both PM10 and PM2.5.% These would be emitted from
the coal trains along their entire route, from Utah to the Terminal in Oakland as well as from the
Terminal itself. Coal dust would be released from staged rail cars waiting to be unloaded, rail
car unloading, coal conveying, blending, storing, and transferring coal to ships.

These pollutants are directly linked to health problems because they can travel deep into
the lungs, some reaching the bloodstream. They thus affect both the lungs and heart. Numerous
scientific studies have linked particle pollution to a variety of health problems, including
premature death in people with pre-existing lung and heart disease, nonfatal heart attacks,
irregular heartbeat, aggravated asthma, decreased lung function, and increased respiratory
symptoms, such as irritation of airways, coughing, or difficulty breathing.® The Utah coals that
will be imported have elevated levels of silica,®® which is more toxic than coal and is regulated to
1/20™ the level of coal dust in occupational settings. Exposure to coal dust with elevated silica
can result in silicosis, pulmonary tuberculosis, and lung cancer.®’

Coal dust from uncovered rail cars also can result in other impacts, including soil
contamination, visibility impairment, environmental damage, and aesthetic damage. A study
adjacent to a coal terminal in Norfolk, Virginia found elevated arsenic associated with coal

81 Bernard Brabin and others, Respiratory Morbidity in Merseyside Schoolchildren Exposed to Coal Dust and Air
Pollution, Archives of Disease in Childhood, v. 70, pp. 305-312, 1994.

62 M. Hendryx and M.M. Ahern, Relations Between Health Indicators and Residential Proximity to Coal Mining in
West Virginia, American Journal of Public Health, v. 98, pp. 669-671, 2008.

% Daniel Jaffe and others, Diesel Particulate Matter and Coal Dust from Trains in the Columbia River Gorge,
Washington State, USA, Accepted for publication in Atmospheric Pollution Research, April 23, 2015.

% Phyllis Fox, Fugitive Particulate Matter Emissions from Coal Train Staging at the Proposed Coyote Island
Terminal, Final Report Prepared for Sierra Club, July 19, 2013.

% U. S. Environmental Protection Agency. Particulate Matter, Health, http://www.epa.gov/pm/health.html.

% Silica levels range from 58.4% to 61.4% at four Bowie mines that may supply the Terminal. Sept. 2015 HDR
Report, p. 13, http://bowieresources.com/skyline/.

®7 Jay Colinet, Health Effects of Overexposure to Respirable Silica Dust, Silica Dust Control Workshop, September
28, 201, http://www.cdc.gov/niosh/mining/UserFiles/workshops/silicaMNM2010/1-Colinet-HealthEffects.pdf.
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partiG%Ies, 2 to 20 times higher than upper crustal levels and 5 times higher than background
soil.

The Sept. 2015 HDR report at 14 argues that trace metals in Utah coal are not a concern.
However, they base their argument on EPA residential soil screening levels, rather than
California risk-based screening levels.*® The California levels indicate that arsenic levels in Utah
coal (1 — 8 mg/kg) are 14 to 114 times higher than the residential soil-screening level (0.07
mg/kg) and are also significantly higher than the commercial/industrial level (0.24 mg/kg).

Coal particles can be carried long distances, settling in lakes and streams, where they can
increase acidity and change nutrient balances; deplete soil nutrients; damage sensitive forests and
farm crops; and affect the diversity of ecosystems. A study in Oregon, for example, correlated
coal dust deposition with significantly higher soil temperatures, decreased soil pH, increased
moisture-holding properties, and elevated heavy metal concentrations. These changes were
possibly responsible for the lower frequencies and diversity of lichen species in the impacted
area.”® Others have noted that coal dust significantly reduced carbon dioxide exchange of upper
and lower leaf surfaces.

The Sept. 2015 HDR study at 13-15 attempts to set aside any worry about coal dust
emissions from coal transport as “operations at OBOT will require an air permit through
BAAQMD, one of the most stringent regulatory agencies in the U.S....” However, this is
incorrect. The BAAQMD has no jurisdiction over emissions from rail transport or mobile
sources in general. None of the permits required for the Terminal will limit coal dust emissions
from trains. This is an unregulated source.

Covered Rail Cars

While covered rail cars sound like a good idea as they would prevent the release of coal
dust, they pose a different set of issues. First, who would own or lease them, the railroads, the
coal producers, or the company importing coal from abroad? The Terminal would have no
control over whether the trains arrive covered or uncovered. Thus, the claim in the 7/16/15 BOD
that the rail cars will be equipped with “removable, fiberglass covers”’* is meaningless. Further,
while the proposed covers could control the dust from the top of the train, they would not control
dust from the bottom of the train, which comprises 7% of the total. Further, covered coal cars
would create other issues.

% William J. Bounds and Karen H. Johanneson, Arsenic Addition to Soils from Airborne Coal Dust Originating at a
Major Coal Shipping Terminal, Water Air Soil Pollution, 185:195-207, 2007.

* Office of Environmental Health Hazard Assessment and California Environmental Protection Agency, Human-
Exposure-Based Screening Numbers Developed to Aid Estimation of Cleanup Costs for Contaminated Soil, January
2005, Table 5, http://www.oehha.ca.gov/risk/pdf/screenreport010405.pdf.

" Sherry Spencer, Effects of coal dust on species composition of mosses and lichens in an arid environment. Journal
of Arid Environments, v. 49, issue 4, pp. 843-853, 2001. Abstract available at:
http://www.sciencedirect.com/science/article/pii/S014019630190816X.

™ 7/16/15 BOD, Table 9-1.
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First, coal is a highly combustible material, characterized in the 7/16/15 BOD as “very
dusty, exhibits spontaneous combustion behavior, potentially explosive.”’? Containing this
material in a limited space, beneath a cover, could facilitate spontaneous combustion, by trapping
heat in the car. This could result in the delivery of rail cars at the Terminal partially on fire and
emitting toxic gases.”® In fact, it is well known that covered cars that are not properly ventilated
are a safety hazard because they increase the risk of the coal spontaneously combusting.”
Ventilated tops would reduce this risk, but shippers claim they are too expensive. Further,
ventilated tops would allow the emission of some coal dust.

The proposal here is for unventilated fiberglass covers, which, if used, present significant
safety and public health issues for those along the rail route and near the Terminal in West
Oakland. Smoldering rail cars moving through the densely populated Bay Area and queued up at
the Terminal present a significant public health risk to nearby businesses and residents as they
would release toxic air pollutants.

Second, fiberglass covers can break, bend, blow off, and fall off. Given that train lines
pass through residential and commercial areas, such as Fourth Street in Berkeley, these covers
could cause serious damage to adjacent properties, pedestrians, and motor vehicles.”

Traffic Impacts at Train Crossings

Unit coal trains will adversely impact traffic at at-grade rail crossings, or places where
the railroad tracks cross a road.”® There are 55 at-grade rail crossings between Benicia and the
proposed Terminal. A 104-car unit train is about 1.3 miles long’” and would travel at a rate of
about 10 mi/hr in urban areas. Thus, it would take a unit train 9 minutes’™ to pass any given
point. Further, a 1.3 mile long train would block multiple rail crossings simultaneously. This
would occur up to six times per day for 362 days out of each year as two to three unit trains filled
with coal and two to three empty unit trains would pass through each of these crossings. Thus,
each crossing would be blocked for up to an hour, 362 days of the year.

27/16/15 BOD, Table 5-1.

"8 Coal’s Spontaneous Combustion Problem, Sightline Daily, April 11, 2012,
http://daily.sightline.org/2012/04/11/coals-spontaneous-combustion-problem/.

™ Nick Gier, Coal Trains Threaten Environment and Public Health,
http://www.sustainablepalouse.org/docs/Coal Trains2923.pdf.

™ See, for example, Metal Covers Blow off Freight Train, Lompoc Record, July 2, 20086,
http://lompocrecord.com/news/local/metal-covers-blown-off-freight-train/article_3ddb578f-5262-595f-8dd5-
f439e36d61ef.html.

"® See, for example, “The bane of all drivers in Seattle’s SODO neighborhood: train crossings”,
http://www.seattlepi.com/local/transportation/article/Getting-There-How-long-can-trains-legally-block-
1403713.php.

" The proposed trains would have 104 cars. This would require up to 5 locomotives. A locomotive is about 80 ft
long and a typical hopper car about 60 ft long. Thus, a 104-car unit train would be: (5x80) + (104x60) = 6,640 ft or
about 1.3 miles long, ignoring the gaps between cars.

" Transit time = 1.3 miles/10 mi/hr x 60 min/hr + 1 min (open and close gates) = 8.8 minutes.
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This long transit time blocking numerous sequential rail crossings simultaneously would
create significant traffic jams during rush hours. It would also delay emergency medical
response times, significantly impeding emergency vehicles, such as ambulances and fire trucks,
creating public emergencies. Finally, it would increase the probability of train-vehicle collisions
at grade crossings.

Air Emissions

The unit trains carrying coal to the Terminal will be powered by up to five diesel-fueled
locomotives that emit diesel particulate matter (DPM) as well as criteria air pollutants (NOX,
S02, PM10, PM2.5, CO) along rail lines and while idling at the Terminal.” Further, ships and
supporting tugs that export the coal, and diesel-fired equipment within the Terminal all emit
DPM as well as criteria air pollutants. As coal trains weigh much more than other types of trains
carrying different products, emissions from exporting coal would be proportionally higher from
coal trains than from other types of trains because more locomotives would be needed to carry
the extra weight. As noted elsewhere in this report, the unit trains proposed to call at the
Terminal loaded with coal weigh much more than other types of trains using these rail lines.

Increased emissions of diesel particulate matter would likely result in significant health
impacts in exposed populations along the rail lines and in the vicinity of the Terminal. Exposure
to DPM has been linked with acute short-term symptoms such as headache, dizziness, light-
headedness, nausea, coughing, difficult or labored breathing, tightness of chest, and irritation of
the eyes, nose and throat. Long-term exposures can result in cardiovascular disease,
cardiopulmonary disease, increased probability of heart attacks, lung cancer, worsening of
asthma, and infant mortality. Children, teens and the elderly are especially vulnerable.®

Health risk assessments of rail terminals and ports have found significant cancer risks
from DPM up to 2 miles from the facilities. A health risk assessment prepared by the Spokane
Regional Clean Air Agency found significant cancer risk (>10 cases in one million exposed)
from DPM up to 2 miles from the BNSF Railyard.®* A health risk assessment of the BNSF
Stockton Railyard reported cancer risks from DPM at 100 in a million within 300 yards of the
railyard, at 50 in a million within one half mile, at 25 to 50 in a million within 1 mile, and at 10
in a million at up to 2 miles from the railyard.> Similar cancer risk levels have been reported at
railyards and terminals throughout the state®® and would be expected in the vicinity of the
Terminal, resulting in significant cancer risks in West Oakland.

™ Jaffe et al. 2015; Daniel A. Jaffe et al., Diesel Particulate Matter Emission Factors and Air Quality Implications
from In-Service Rail in Washington State, USA, Atmospheric Pollution Research, v. 5, pp. 344-351, 2014.

8 OEHHA, Health Effects of Diesel Exhaust, http://oehha.ca.gov/public_info/facts/pdf/diesel4-02.pdf.

8 Spokane Regional Clean Air Agency, Health Risk Study for the Burlington Northern/Santa Fe Railroad Spokane
Railyard, September 6, 2011,
https://www.spokanecleanair.org/documents/air%20quality%20monitoring%20reports%20studies/BNSF%20Spoka
ne%20Railyard%20Health%20Study.pdf.

8 California Air Resources Board (CARB), Health Risk Assessment for BNSF Railway Stockton Railyard,
November 19, 2007, http://www.arb.ca.gov/railyard/hra/bnsf_stockton_hra.pdf.

8 See, e.g., Port of Long Beach Pier S Redevelopment Project
(http://www.polb.com/civica/filebank/blobdload.asp?BloblD=8735 ); Port of Los Angeles San Pedro Waterfront
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Noise

The equipment in the Terminal — ship loaders, switching locomotives, stackers,
conveyors, reclaimers, railcar dumpers, ship loaders, dozers, etc. -- are major sources of noise
that will be audible in adjacent West Oakland communities and will cause significant noise and
vibration impacts.

Further, the unit trains that service the Terminal are major sources of noise that will
adversely affect communities along the rail lines and adjacent to the Terminal. The noise from
trains is legendary. In Berkeley where | live, train noise can be heard throughout the city, from
Fourth Street near the tracks into the Berkeley Hills, 5 miles distant.

While there are many sources of noise from trains (high-pitch screeching, rumbling,
idling engines, moving cars, etc.), horn sounding is the most significant. Federal rules governing
the blowing of locomotive engine horns require that engineers of all trains sound horns for at
least 15-20 seconds at 96-110 decibels (dB) at all public crossings. Decibels in the range of 80-
105 are extremely loud, whereas those above 105 are dangerous. Decibels are logarithmic,
meaning that 100 decibels is ten times as loud as 90, 110 decibels is ten times as loud as 100, and
SO on.

Trains servicing the Terminal will pass through 55 at-grade public crossings within the
Bay Area. Round trip travel of up to three unit trains per day through 55 at-grade crossing will
result in about 2 hours of horn noise®. Thus, every day that the Terminal operates, residents
withinsgommunities along the rail line will be exposed to nearly 2 hours of extremely loud train
horns.

While impacts to quality of life from repeated loud noise are self-evident, chronic noise
exposure has been proven to cause adverse health effects, including cardiovascular disease;
cognitive impairment in children; sleep disturbance and resultant fatigue; hypertension;
arrhythmia; increased rate of accidents and injuries; and exacerbation of mental health disorders
such as depression, stress and anxiety, and psychosis.®

Secondary effects from sleep disturbance can also occur including fatigue, depressed
mood and well-being, and decreased performance and alertness. Cardiovascular effects,
independent of sleep disturbance, can also occur with acute exposure to noise mostly due to
elevated blood pressures and levels of stress-induced hormones. In addition, noise can exacerbate

Project (http://www.portoflosangeles.org/EIR/SPWaterfront/ DEIR/AppxD3_HRA.pdf ); Four Commerce Railyards
(http://www.arb.ca.gov/railyard/hra/4com_hra.pdf); BNSF Watson
(http://www.arb.ca.gov/railyard/hra/bnsf_watson_hra.pdf).

8 Daily duration of train noise: 20-seconds/sounding x 55 at-grade crossings x 6 train trips/day = 6,600 seconds=
1.83 hours.

8 http://www.coaltrainfacts.org/key-facts#trains.

8 http://www.coaltrainfacts.org/key-facts#sthash.X5al5sY T.dpuf.
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stress and anxiety and impair task performance. The National Institute for Occupational Safety
and Health recommends less than 15 minutes of exposure per day to noises over 100 dB.?’

Visual Impacts

The Terminal, located at the foot of the new Bay Bridge and adjacent to communities in
West Oakland, will not be fully enclosed based on currently available design drawings. Thus,
the various components will be visible from West Oakland, local freeways, and the Bay Bridge.
These components include the Commaodity A storage buildings, enclosures that are about 100
feet high and 203 feet in diameter®® and the Commodity B dome which is 142 feet high and 167
feet in diameter.®® Also visible will be thousands of feet of conveyors and the ship loading
apparatus. These massive structures will block views of the Bay and attract attention of passing
motorists, which could potentially lead to accidents.

CONCLUSION

In summary, many adverse impacts would result if coal were imported at the proposed
Terminal, rather than other materials. These include:

e High water usage to control Terminal dust, especially significant in light of the California
drought and further anticipated impacts from climate change

e Adverse public health impacts from coal dust and diesel particulate matter emitted by
unit coal trains and the facility,

e Increased potential of train accidents that could adversely impact the state’s water supply,
e Adverse aquatic and riparian ecosystem impacts adjacent to the rail lines,

e Adverse noise and vibration impacts along the rail lines and in West Oakland near the
Terminal, and

e Adverse traffic impacts, including delayed response time of emergency vehicles.

None of these impacts were anticipated in the CEQA review of this Project. Further, none of
the mitigation measures listed in the Sept. 8, 2015 Stice & Block Letter address these impacts.
None of these impacts would be mitigated by any of the permits that must be obtained to operate
the Terminal.

87 http://www.coaltrainfacts.org/key-facts#trains.
8 Conceptual Drawing BMH-142.
8 Conceptual Drawing BMH-150.
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EXECUTIVE SUMMARY

Sustainable Systems Research, LLC was asked by EarthJustice to review potential air quality
issues associated with the handling and exportation of coal through the proposed Oakland Bulk
and Oversized Terminal (OBOT). The OBOT will be a newly constructed bulk export facility
located at Berth 7 as part of the Oakland Army Base Redevelopment. A summary of the key
findings are as follows,

e The terminal design specification has not been well defined; tonnage of bulk is estimated to
be between 9.9 million tons and 10.5 million tons;

e Itis unclear how much of the total bulk throughput will be coal, but assuming that 10.5
million tons of coal is shipped each year, as much as approximately 646 tons per year of
fugitive coal dust may be generated by the movement of coal through the port facility;

e If coal throughput is constrained to the level of investment by Utah partners, as much as
approximately 323 tons per year of fugitive coal dust may be generated by the
movement of coal through the port facility;

e There are no proven topping agents that have demonstrated effectiveness at reducing coal
dust over long trips;

e Rail car covers are frequently referred to in the project documents. We were unable to find
any evidence of rail cars covers in production, nor evidence of any rail covers that have been
field tested for their ability and effectiveness in reducing fugitive coal dust on extended train
trips;

e West Oakland is the adjacent neighborhood and is considered a vulnerable community.
Vulnerable communities have a higher risk of differential exposure, susceptibility and
sensitivity, differential preparedness, and differential ability to recover as a result of
cumulative environmental stress;

e Spring dust storms originating in Africa or Asia transport large quantities of dust mixed with
industrial soot, polycyclic aromatic hydrocarbons (PAHSs), as well as mercury and ozone;

e Atmospheric mercury can travel long distances causing both local and global contamination.
In aquatic systems, mercury can be converted to methylmercury, which is a bioaccumulative
toxic compound, and finally,

e Shipping 10.5 million tons of coal annually through OBOT will contribute approximately
30 million tons of CO; each year to climate change.



INTRODUCTION

Sustainable Systems Research, LLC was asked by EarthJustice to review potential air quality
issues associated with the handling and exportation of coal through the proposed Oakland Bulk
and Oversized Terminal (OBOT). The OBOT will be a newly constructed bulk export facility
located at Berth 7 as part of the Oakland Army Base Redevelopment. The qualifications of the
project analysis team are provided in Appendix B.

BACKGROUND

The OBOT has been designated to receive an investment from Utah that would secure access
rights to 49% of the terminal capacity most likely for coal.* The expected number of trains and
actual amount of coal to be transported through the harbor is difficult to ascertain, and as shown
below, varies by source,

e Oakland Global Website (OGW): The facility is expected to operate “24-hours a day to
facilitate moving cargo directly between ships and rail, handling up to 12, 50-car
trainloads per day.?

e The FAQ list on the Terminal Logistics Solutions website (TLS): “TLS will be designed
to handle an annual throughput of 9,500,000 metric tons of bulk agriculture and mineral
commodities and receive up to three unit trains of 114 rail cars per day.®

e The Basis for Design conceptual specifications (BD): “Design capacity will be 9 million
tonnes per annum (Mtpa) (pgl); “The design calls for incoming trains of 104 railcars to
be split in and handled on 26 railcars “ladder type” storage tracks (pg. 13).”*

When everything is converted to similar units, the tons of coal projected to be handled at
OBOT’s design capacity could range from 9.9 to 10.5 million tons per year (Table 1).

Table 1. Coal Shipment Characteristics

Coal (million-tons/yr) Unit Trains per day Cars per Train
oGwW 10.5° 12 50
TLS 9.5 3 114
BD 9.95 104

t Amy O’Donoghue, Utah invests $53 million in California port for coal, other exports, Deseret News, April 24,
2015, available at http://www.deseretnews.com/article/865627254/Utah-invests-53-million-in-California-port-for-
coal-other-exports.html?pg=all; see also, http://www.deseretnews.com/article/865627254/Utah-invests-53-million-
in-California-port-for-coal-other-exports.html?pg=all

2 http://www.oaklandglobal.com/index.php/project/about/project-overview (accessed Sept 14/2015)

8 http://tlsoakland.com/fag/ (accessed Sept. 14/2015)

4 http://tlsoakland.com/pdf/4.pdf

512 trains * 50 cars/train *100 tons/car. Bulk trains cars will vary between 100 to 110 tons per car; coal usually
travels in hopper cars which carry between 70 to 110 tons (see, CSX, Railroad Equipment, Hopper Car,
http://www.csx.com/index.cfm/customers/equipment/railroad-equipment/ (accessed Sept 5/2015)

& Converted to tons
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If the shipment of coal from Utah investors is limited to their investment level, 49%, and the
total tonnage is 10.5 million tons per year, the amount of coal coming through the terminal
would be approximately 5.1 million tons per year, or nearly 14,000 tons per day. Even at this
“investment” level activity, as set forth below, the effects of moving this quantity of coal will be
quite significant.

Upon arrival at the OBOT, the coal will be moved to shipping vessels for export. Based on the
conceptual design,’ it appears that hopper cars will be utilized to transport the coal from the
trains to ships.® The conceptual plans indicate that two commodity dumpers will be used to
unload the cars. One commodity dumper has a two car shed, the other has a one car shed with a
separate unenclosed shed. To reduce fugitive dust, each coal car will presumably be unloaded in
the two car dumping shed and then, according to the conceptual plans, transferred via a hopper to
an enclosed conveyor.

Various documents suggests that the staging area for the trains will extend back approximately
2200 feet from the dumper shed, where the track splits. A unit train of 50 cars will use slightly

more than one-half of a mile,® assuming that a single train is serviced through one dumper shed
(rather than taking the time to uncouple and move cars around to use both dumper sheds).

We estimated the fugitive dust emissions for two scenarios: 1) the available bulk potential (12,
50-car trainloads) is used entirely for coal, 2) the amount of coal shipped through the OBOT is
limited to the level of the Utah investment (49%, or 6, 50-car trainloads). It is important to note
that this analysis may produce conservative estimates in terms of the amount of fugitive coal dust
because the basis design (BD), which only recently was made public, indicates that unit trains
will be split into 25 car segments for unloading. This would likely produce a larger amount of
fugitive coal dust than is estimated in this report.

Scenario 1. Assuming that 12 trains per day arrive with coal (i.e., coal fulfills the entire terminal
handling potential), trains will arrive approximately every 2 hours. Conservatively, unloading of
the 50-car train can be expected to take between 3 to 4 hours, assuming a bottom dump hopper
car is used.® During the processing time, cars will be idle on the tracks with exposed coal. At 3
hours unloading time, coal will be exposed approximately 63% of each day; at 4 hours unloading
time, coal will be exposed roughly 85% of each day. Under the 4 hour unloading time, this
equates to 20 hours of exposed coal each day per train.

Scenario 2. Assuming that 6 trains per day arrive with coal (matching the investment level of
49%), trains should be arriving approximately every 4.8 hours. Unloading of the 50-car train can
be expected to take between 3 to 4 hours, assuming a bottom dump hopper car is used.** During

" See http://tlsoakland.com/pdf/4.pdf

8 1t’s also possible that a gondola car could be used; coal moved in this fashion would involve a rotary hopper within
the unloading shed.

% Assume each hopper car is approximately 60 feet in length and the 50-car train is served by two locomotives, each
at 80 feet in length.

10 If a single car rotary dump is used, the time to unload a 50 car train will be longer, ranging from 4 to 6 hours.

1 Ibid
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the processing time, cars will be idle on the tracks with exposed coal. At 3 hours unloading time,
coal will be exposed approximately 63% of each day; at 4 hours unloading time, coal will be
exposed roughly 85% of each day. Under the 4 hour unloading time, this equates to 20 hours of
exposed coal each day per train.

The dust from exposed coal is susceptible to being blown by wind while waiting to be loaded.
Fugitive coal dust can also be generated during unloading, conveyance, and ship loading
processes. While the terminal operator has suggested that additional pollution controls may be
used for mitigation, there are two considerations that could affect implementation of mitigation
strategies. First, there is no requirement to mitigate coal dust, and second, current and projected
long-term coal profit margins are sufficiently tight*? that unless there is a requirement for
mitigation, it is unlikely that any will be used. Thus, for the purposes of this report, the main
focus in terms of fugitive coal dust is on the staging area and its potential to generate coal dust
that affects the surrounding communities.

FUGITIVE DUST AND DIESEL PARTICULATE MATTER EMISSIONS

The proposed coal export facility will generate significant emissions, both from coal and from
locomotive activities. There are four primary factors that influence the quantity of fugitive coal
dust from trains:*? the car and load profile geometry; the physical properties of the coal; the
weather and trip characteristics, and the application of dust control measures. Fugitive dust will
predominantly occur during the loading, unloading, and transit of the coal. When coal is in
transit from Utah, fugitive dust is expected to occur throughout the trip. BNSF has estimated that
fugitive dust from coal that is in transit can be in the range of 500 to 2000 Ibs per train car.
Recent research indicates that fugitive dust as well as diesel particulate matter (DPM) emitted as
a result of fuel combustion can be significantly higher along rail lines; for PM2s, levels can be as
much as double the background concentrations.®

Once the coal enters the port facility, both combustion DPM and fugitive dust are concentrated
into a smaller area. There will be additional locomotives that will need to be used to assist in
train switching. In many cases, the switching trains are usually older line haul trains, and tend to
have much higher emissions.*® Other emissions generating activities include trucks going to and
from the terminal, diesel equipment operating onsite and ship emissions.

12 Fulton, M. (2014) King Coal disappoints investors: recent financial trends in global coal mining, Carbon Tracker
Initiative, Energy Transition Advisors: 58 pps.

13 Kotchenruther, R (2013) Fugitive dust from coal trains: Factors effecting emissions and estimating PM2.5, EPA
Region 10, NW-AIRQUEST 2013: 18 pps. url: http://lar.wsu.edu/nw-
airquest/docs/201306_meeting/20130606_Kotchenruther _coal_trains.pdf (accessed Sept 4, 2015).

14 http://daily.sightline.org/2011/08/10/at-least-the-website-is-clean/

15 Jaffe, D. (2014) Diesel particulate matter emission factors and air quality implications from in-service rail in
Washington State, Atmospheric Pollution Research, 5: 344-351.

16 SR (2007) Toxic Air Contaminant Emissions Inventory and Dispersion Modeling Report for the Delores and
ICTF Rail Yards, Long Beach, CA
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The likelihood of high levels of fugitive coal dust from the transportation, unloading and storage
of coal at the terminal constitutes a major health hazard. Therefore, for the purposes of this
report, the main focus of analysis is on fugitive coal dust emissions from trains waiting to be
unloaded. Under these conditions, it is reasonable to assume that the coal is mostly dry, and
having completed the extended train trip, the degree of control efficiency is approaching zero.

Total Fugitive Coal Dust Emissions

The quantity of emissions can be estimated using U.S. EPA’s AP-42 method. However, as will
be noted later, this method may underestimate the actual amount of fugitive emissions occurring.
Moreover, the current lack of detail regarding the actual process by which the coal will be
transported and handled required the use of a number of assumptions that may also result in a
less accurate estimate.

Given these caveats, the total emissions from the exposed coal during the train waiting period
prior to, or during unloading at the terminal are estimated for Scenario 1 (12 trains per day)
to be approximately 646 tons per year and for Scenario 2 (5 trains per day), approximately 323
tons per year.

The calculation details are provided in Appendix A. There are also a few analyses points worth
noting. In order to calculate these emissions, the number of disturbances had to be estimated. For
the purposes of these calculations, only one disturbance per day was assumed. In fact, the
number of disturbances is likely to be much higher, particularly if the 25 car segmenting
discussed in the conceptual design basis report (DB) is implemented. It is important to note that
every time a train is moved, or jostled, the coal is disturbed. It is also possible that dust will be
slightly less if the amount of time used to unload coal is expedited. However, even at 50% less
exposure time, under Scenario 1, the total fugitive coal dust emissions will still exceed 315
tons/year.

Viability of Topping Agents and Covers for Reducing Dust

The terminal developer has indicated possibly using coal surfactants (topping agents) and/or
covered train cars as methods of mitigating dust emissions. Neither of these methods will
provide effective protection from coal dust emissions; surfactants cannot provide protection for
the duration of a coal train trip from Utah, and coal covers have never been commercially used or
evaluated for their efficacy.

As of 2011, BNSF requires that all shippers moving coal from Wyoming or Montana adhere to
BNSF’s coal loading rule.r” However, the BNSF rules do not apply to coal shipped from Utah.
The BNSF tariff has two requirements. First, the shipper must groom loaded coal according to a
specified rounded top profile, which allows for approximately 26 inches of coal exposure
vertically from the top edge of the rail car. The surface width of the exposed area can vary from

17 BNSF Price List 6041-B, Providing rules and regulations governing unit train and volume all-rail coal service,
also accessorial services and charges therefor applying as provide in the price list, Effective October 9, 2011, BNSF
Price Management, Fort Worth, Texas: 20 pps.



118 inches to 128 inches. The second requirement is that exposed coal must be treated with one
of four topper agents, or demonstrate that whatever is employed for dust suppression can achieve
an 85% reduction in coal losses at the time of loading.® Topping agents (or surfactants) are used
to control the fugitive dust from coal train cars.

Shippers are responsible for paying for dust suppression. There are also no compliance measures
in place that would ensure that trains travel the entire length of their trip and meet the 85% dust
reduction requirement. Said another way, the only federal rules for surfactant or topping agent
use and load profiling only require an application at the mine for coal originating in Montana or
Wyoming.® Without compliance mechanisms for all trains, regardless of origination, for the
application of specific topper agents, it is unlikely that the coal companies would pay for this,
particularly as coal’s profit margins continue to decline.?’ Therefore, it can reasonably be
assumed at this point in time that coal transported and shipped through Oakland from Utah will
not be treated with a topping agent and fugitive dust will occur during coal transport and
unloading.

However, even if treated with a topping agent, it is likely that the efficiency of any topper agent
would be significantly reduced by the time the unit train arrives in Oakland.?* Topping agents are
applied at the mine prior to coal shipping. With the application of a topping agent, an
approximately 4 inch crust is created on the exposed surface protruding from the coal car. As
cars are jostled and bumped during the train ride, or are exposed to high wind velocities, such as
those that occur in high mountain passes, it is likely that the crusting will decay and breakup,
leading to exposed coal which can then be windblown.

BNSF has argued that, in their tests, the application of the agent has been shown to 85%
effective at reducing fugitive coal dust. While the specific details of the BNSF “Super Trial”
testing have never been made publically available, it is clear from the summary report that is
available that although BNSF claimed 85% dust suppression at the time of loading, there are
significant caveats to both the BNSF testing and the results. First, the experimental treatment
(topper) was not randomly assigned to train/cars. This — by itself — would render the results
exploratory at best. Further, there is no information provided in the BNSF Super Trial summary
report on the range of meteorological conditions or train speeds under which testing occurred.
Without these data, it is impossible to characterize the weather or train speed regimes under
which the testing was completed, and more importantly, conditions to which results could be
applied. Finally, BNSF notes that,

18 Docket No. FD 30186, Tongue River Railroad Company, Inc, Information Request No. 3, BNSF Response to
Letter from Victoria Rutson, Office of Environmental Analysis, Surface Transportation Board, June 17, 2013.

19 http://www.bnsf.com/customers/what-can-i-ship/coal/coal-dust.html

2 Fulton, M. (2014)

2L See, for example, Kutchenruther EPA Region 10, Fugitive Dust from Coal Trains: Factors Effecting Emissions &
Estimating PM2.5, 2013; available at: http://lar.wsu.edu/nw-
airquest/docs/201306_meeting/20130606_Kotchenruther_coal_trains.pdf
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“...during the course of the Super Trial, field audits of treated trains showed that
there was at times significant variation in the quality and consistency of the
physical application of topical treatments at the mines. This was not surprising
due to the fact that the application procedures were being done on a test basis with
temporary facilities. However, the quality of application of the topical treatment
could make a significant difference in the effectiveness of the application in
suppressing coal dust emissions. In addition, audits of the load profile show that
proper load profiling is not being consistently achieved at the mines. Effective
coal dust reduction will require that careful attention be given to controlling the
quality of the application process and the load profiling when coal dust
suppression measures are implemented (pg 7).”

The limitations pointed out by BNSF preclude use of toppers as a fool proof method for reducing
coal dust without additional experimentation that will assist in defining the appropriate
application procedures and load profiles, and under what conditions variations are applicable.

In fact, in response to an August 2010 request from Cynthia Brown, Chief, Office of
Proceedings, for the Surface Transportation Board, that BNSF provide a list of “academic and
industry articles and reports related to coal dust (pg 1)”, only three of the 27 papers were peer-
reviewed papers. Two of the three peer reviewed papers noted the exploratory nature of their
work and called for additional testing on the application and effectiveness of all topper agents.

Finally, in recent years there has been some development of hard and soft covers that would
theoretically snap onto existing (plain gondola) cars, limiting coal exposure, particularly during
transit. In a search for use of these technologies, we were able to find three companies offering
possible car covers: CoalCap, ClearRRails, LLC, and Strategic Rail Systems. However, no
information was found on the in-use cost, unloading efficiencies, durability, and practicality of
the covered systems offered by any of the companies. We were also unable to confirm that any
of the cover designs have actually gone into production. In a review of the literature, we could
not find any papers or reports that described the technical specifications and provided a report on
efficacy. It appears, on the basis of our search, that the covers are not in production, have never
been in production, and have never been field tested for their ability and effectiveness for
reducing fugitive coal dust on extended train trips.

THE EFFECT OF INCREASED COAL DUST ON HEALTH

Coal dust poses a health threat to communities; exporting coal through Oakland would increase
coal dust and exacerbate health problems, especially on already vulnerable populations like West
Oakland. Air quality regulations require that particles less than or equal to 10 micrometers in
diameter (PM1o) and particles up to 2.5 micrometers in size (PMz2.5) meet national standards.
Coarse particles refer to re-suspended dust, soil and crustal material, with mass concentrations
greater than a 2.5-um cut point. Coal dust particles can range in size from 1 to 100 microns,
which clearly encompasses size ranges relevant to the PM standards. The quantity of fugitive
coal dust, and any effect on current attainment status was not considered in the original EIR, or



in the 2012 addendum. This is significant because there are clear health implications for
residents in neighborhoods in close proximity to the OBOT.

The effects of particulate matter air pollution on health are well documented.?? Long-term PM
exposure has been implicated in increased incidences of respiratory illnesses,?? cardiopulmonary
mortality,?* and decreased lung function.?® Short-term exposure has been associated higher
stroke mortality,?® myocardial infarction,?” and pollutant-related inflammatory responses.? In
particular, coal dust increases the likelihood of pneumoconicosis and exacerbates inflammatory
responses such as bronchitis and emphysema.

For vulnerable communities, there is a higher risk of differential exposure, susceptibility and
sensitivity, differential preparedness, and differential ability to recover as a result of cumulative
environmental stress.?® Children, the elderly, and people with existing health conditions are
particularly vulnerable to inhalation of pollution.3®3! Additionally, low-income households and
people of color can be more vulnerable to the effects of pollution exposure for a number of
reasons, including greater rates of preexisting health conditions, greater exposure to a number of
environmental hazards, greater social vulnerability (including stress), and limited access to
health care. 3233

West Oakland, the neighborhood which abuts the Port area, is one of the poorest neighborhoods
in the county and experiences some of the highest poverty rates in the Bay Area. In 2010, Lisa
Jackson, former EPA Administrator, led an environmental justice tour and attended an

22 Pope, C. Arden, and Douglas W. Dockery. 2006. “Health Effects of Fine Particulate Air Pollution: Lines That
Connect.” Journal of the Air & Waste Management Association 56 (6): 709-42.
doi:10.1080/10473289.2006.10464485.

23 Dockery, D.W.; Speizer, F.E.; Stram, D.O.; Ware, J.H.; Spengler, J.D.; Ferris, B.G. Effects of Inhalable Particles
on Respiratory Health of Children; Am. Rev. Respir. Dis. 1989, 139, 587-594.

2 Dockery, D.W.; Pope, C.A., llI; Xu, X.; Spengler, J.D.; Ware, J.H.; Fay,M.E.; Ferris, B.G.; Speizer, F.A. An
Association between Air Pollution and Mortality in Six U.S. Cities; N. Engl. J. Med. 1993, 329, 1753-1759.

% Pope, C.A., ll1I; Dockery, D.W. Acute Health Effects of PMwPollution on Symptomatic and Asymptomatic
Children; Am. Rev. Respir. Dis. 1992, 145, 1123-1128.

% Kan, H.; Jia, J.; Chen, B. Acute Stroke Mortality and Air Pollution: New Evidence from Shanghai, China; J.
Occup. Health 2003, 45,321-323

27 Peters, A.; Dockery, D.W.; Muller, J.E.; Mittleman, M.A. Increased Particulate Air Pollution and the Triggering
of Myocardial Infarction; Circulation 2001, 103, 2810-2815.

%8 |jao, D.; Duan, Y.; Whitsel, E.A.; Zheng, Z.-J.; Heiss, G.; Chinchilli, V.M.; Lin, H.-M. Association of Higher
Levels of Ambient Criteria Pollutants with Impaired Cardiac Autonomic Control: A Population-Based Study; Am. J.
Epidemiol. 2004, 159, 768-777

2 EPA, “Framework for Cumulative Risk Assessment,” May 2003, EPA/630/P-02/001F; “Concepts, Methods, and
Data Sources for Cumulative Health Risk Assessment of Multiple Chemicals, Exposures and Effects: A Resource
Document,” August 2007, EPA/600/R-06/013F

30 Rachel Morello-Frosch, Miriam Zuk, Michael Jerrett, Bhavna Shamasunder and Amy D. Kyle.

Understanding The Cumulative Impacts Of Inequalities In Environmental Health: Implications For Policy.

Health Affairs, 30, no.5 (2011):879-887.

SLEPA, (2007) “Concepts, Methods, and Data Sources for Cumulative Health Risk Assessment of Multiple
Chemicals, Exposures and Effects: A Resource Document,” August, EPA/600/R-06/013F.

32 Morella-Frosh (2011)

33 EPA (2007)
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environmental justice Town Hall in Oakland to raise awareness of the challenges and needs of
underserved communities like West Oakland. The neighborhood has a long history of exposure
to high levels of pollutants. Compared to other areas in Oakland, residents are exposed to
roughly five times higher levels of diesel particulates, and experience more than seven times the
per capita diesel exhaust than Alameda County as a whole.** Additional fugitive coal dust on top
of long-term environmental stress would very likely create cumulative health-related concerns in
an already burdened and vulnerable community.

Global Transport of Coal Emissions

There is strong evidence to suggest that much of this coal will be shipped to and consumed
within Asia.®® In addition, scientific evidence now shows that despite being used in Asia,
pollutants like fine particulate matter, mercury, and ozone are transported back across the Pacific
to the west coast.

China, in particular, is expected to generate the highest demand for coal, followed by Korea,
Taiwan, and the developing economies of India and Indonesia. Within the U.S., the use of coal in
the future is likely to continue to decline, thus making the Asian markets, in particular China, a
likely consumer of the OBOT coal.>®

Black carbon, which is produced during the combustion process of fossil fuels like coal, is a soot
composed of fine particulate matter. A recent Nature review?’ of the state of scientific
knowledge with respect to the environmental effects of black carbon revealed a cascading of
events that begins with the burning of fossil (diesel and coal) and biomass fuels. The high black
carbon emissions from burning then give rise to atmospheric brown clouds that contain, among
others, sulphates, nitrates, and fly ash. Rain and snowfall eventually remove the black carbon
from the atmosphere and create pollution both locally and globally.

Scientific evidence has shown a pattern of consistent, frequent transport of fine (<2.5 um) Asian
dust over the eastern Pacific and western North America, including California.®®% The Asian
fine dust concentrations (24-hour average) are between 0.2 and 1 pug/m® and only very rarely
exceed 5 ug/me. Spring dust storms originating in Africa or Asia transport large quantities of
dust mixed with industrial soot across the Pacific Ocean. Using aircraft, these dust-soot mixtures

34 pacific Institute (2003) Reducing Diesel Pollution in West Oakland, Pacific Institute, San Francisco: 16 pps (last
accessed Sept. 10, 2015)

% Bornozis, N. (2006) Dry Bulk Shipping: The engine of global trade, A Review of the Dry Bulk Sector, Sponsored
Report in Barrons, October: 13 ppgs

% Thomas M. Power, The Greenhouse Gas Impact of Exporting Coal from the West Coast An Economic Analysis
SIGHTLINE DAILY, July, 2011, available at http://www.sightline.org/wp-
content/uploads/downloads/2012/02/Coal-Power-White-

Paper.pdf

87 Ramanathan, V., G. Carmichael (2008) Global and regional Climate Changes Due to Black Carbon, Nature, Vol.
1: 221-227.

38 VanCuren, R., T. Cahill (2006) Asian aerosols in North America: Frequency and concentrations of fine dust,
Journal of Geophysical Research, 111(D20), DOI: 10.1029/2002JD002204

3 Ewing, S., J. Christenson, S. Brown, R. et al (2010) Pb Isotopes as an Indicator of the Asian Contribution to
Partuclate Air Poluution in Urban California, Environmental Science and Technology, 44(23): 8911-8916.
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have been tracked all the way across the Pacific at elevations as low as the surface to as high as
14km. Under certain conditions, the lifetimes of brown clouds can be extended with the result of
increasing the persistence of soot-filled fog.

Other studies have identified significant trans-Pacific atmospheric transport of Asian generated
polycyclic aromatic hydrocarbons (PAHSs),*° which result from incomplete combustion of coal,
among other fuel sources, as well as mercury* and ozone.*> Mercury, in particular, poses a
vexing problem. While Europe and North America were major contributors historically,
projections now indicate that fossil fuel emissions generated in Asia will drive growth in global
mercury deposition.*® Atmospheric mercury can travel long distances in the right chemical
form,* causing both local and global contamination.* In aquatic systems, mercury can be
converted to methylmercury, which is a bioaccumulative toxic compound in fish and humans.
Humans can be exposed to mercury by consuming fish, and mercury poses special risks to
women of childbearing age and children.*” Methylmercury exposure causes impaired
neurological development and a host of other issues.*3

GHG EMISSIONS

The proposed export of coal from the OBOT terminal will generate additional greenhouse gas
emissions during combustion that will directly increase the negative effects of climate change.
Climate change is responsible for sea level rise and exacerbating the drought, both of which are
direct effects to Oakland and California. Every project that results in greenhouse gas emissions
contributes to climate change. The magnitude of warming that we experience both currently and
in the future is not determined by “emissions in any one year, but by cumulative CO2 emissions”
produced over time.*® Thus, every project must account for its contribution to climate change.

40 |_afontaine, S. J. Schrlau, J. Butler et al (2015) Relative influence of trans-Pacific and regional Atmospheric
Transport of PAHSs in the Pacific Northwest, US.
41 Jaffe, D.; Prestbo, E.; Swartzendruber, P.; Weiss-Penzias, P.; Kato, S.; Takami, A.; Hatakeyama, S.; Kajii, Y.

Export of atmospheric mercury from Asia. Atmos. Environ. 2005, 39 (17), 3029-3038

42 Fischer, E. V.; Jaffe, D. A.; Weatherhead, E. C. Free tropospheric peroxyacetyl nitrate (PAN) and ozone at
Mount Bachelor: Causes of variability and timescale for trend detection. Atmos. Chem. Phys.

Discuss. 2011, 11 (2), 4105-4139

43 Rafaj, P.; Bertok, 1.; Cofala, J.; Schopp, W. Scenarios of global mercury emissions from anthropogenic sources.
Atmos. Environ. 2013,79, 472-479

4 Driscoll, C. T., Mason, R. P., Chan, H. M., Jacob, D. J., and Pirrone, N.: Mercury as a global pollutant: sources,
pathways, and effects, Environ. Sci. Technol., 47, 4967-4983, doi: 10.1021/es305071v, 2013

4 Selin, N. E. Global Biogeochemical Cycling of Mercury: A Review. Annu. Rev. Environ. Resour. 2009,34(1),
43-63.

46 Mergler, D., Anderson, H. A., Chan, L. H. M., Mahaffey, K. R., Murray, M., Sakamoto, M., and Stern, A. H.:
Methylmercury exposure and health effects in humans: a worldwide concern, Ambio, 36, 3-11, doi: 10.1579/0044-
7447(2007)36[3:meahei]2.0.co;2, 2007

47 http:/fwww.fda.gov/food/resourcesforyou/consumers/ucm110591.htm

48 http://www.who.int/mediacentre/factsheets/fs361/en/

49 Davis and Socolow (2014) Commitment accounting of CO, emissions, Environmental Research Letters, 9(8): pg
1 (accessed Sept 10, 2015)
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The proposed 10.5 million tons of coal shipped annually through OBOT will contribute
approximately 30 million tons of CO, each year to climate change.*® This is approximately
equivalent to the size of seven average power plants.

A recent law review article makes a cogent and important argument that GHG emissions that
result from international consumption of coal exported from the U.S. must be considered under
NEPA, and by extension state environmental laws such as CEQA. Exported coal from OBOT “is
a domestic action triggering domestic damage, with just one link of the proximate cause chain
taking place abroad (pg. 245).” The coal is mined in the U.S., transported to a port in the U.S.,
consumed overseas, adding additional GHG emissions to the atmosphere, further exacerbating
climate change, which in the final link of the proximate cause chain, results in damages to the
U.S. Two examples clearly illustrate the damage being done. Within the Bay Area, sea level rise
is already occurring as a result of climate change, and projected to be much worse if GHG
emissions do not decline.>! Moreover, there is also now clear scientific evidence that
“anthropogenic warming is estimated to have accounted for 8-27% of the observed [California]
drought anomaly in 2012-2014 and 5-18% in 2014 (pg 1).”%2

In short, GHG emissions from the proposed shipping of coal through the OBOT will increase the
warming caused climate change. Increased warming will lead to both local and global impacts,
including sea level rise and droughts that are worse than would occur naturally.

CONCLUSION

The proposed project, which involves transport of upwards of 10.5 million tons of coal from
Utah to California to be sold overseas, has a direct and proximate impact on Oakland. The
project will create additional health hazards due increased fugitive coal dust emissions. We were
unable to find any scientifically validated methods for mitigating the coal dust, which is
associated with transport and unloading of the coal at the terminal. The increased potential for
significant health effects will be borne primarily by the adjacent neighborhood, West Oakland,
which is a vulnerable community. Finally, the GHG emissions generated by the consumption of
coal overseas will significantly increase warming caused by climate change. Increased
temperatures are responsible for sea level rise and exacerbated drought conditions, the effects of
which are observed both locally and globally.

%0 Derived as: 10,500,500 tons of coal * (2.86 tons CO,/ton of coal) using conversions found in
http://www.eia.gov/coal/production/quarterly/co2_article/co2.html. It should also be noted that Davis and Socolow’s
(2014) (see note 12) suggest that carbon emissions annually from coal in Utah could be substantially higher. In
addition, if the coal is used as coking coal for steel production, emissions may higher.

51 Slagen, A. M. Carson, C. Katsman (2014) Projecting twenty first century regional sea level changes, Climate
Chane, 124:317-332.

52 Williams, P., R. Seager, J. Abatzoglou, B. Cook, J. Smeardon, E. Cook (2015), Contribution of anthropogenic
warming to California drought during 2012-2014, Geophysical Research Letters, DOI: 10.1002/2015GL 064924
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Appendix A: Fugitive Dust Calculations for Coal Trains Awaiting Unloading
The emission factor (EF), expressed in g/m? per year, is calculated as,

N
EF = kZPi
i=1

where k is the particle size multiplier; N is the number of disturbances per year, and Pi is the
erosion potential (m/s?), which is calculated using the observed fastest mile of wind for the ith
period between disturbances.

The erosion potential, Pi, can be calculated as,
P, =58(u* —up)?+ 25" —u;) eq.2
where u* is the friction velocity (m/s) and u; is the threshold friction velocity (m/s).
There are some caveats to using the AP-42 method. First, these equations only apply to dry,
exposed material. They also assume that there is limited erosion potential, and that the surface of

the area on which fugitive emissions may occur is flat. Thus, it is likely that emissions are under-
estimated given that new coal will arrive at least 5 times a day.

The friction velocity, u*, can be estimated by u* = 0.053u;,, where uf, is the fastest mile of
wind. The fastest mile wind speed is no longer reported in local weather data; however, it can be
calculated using gust basic wind speed.> The maximum 5 sec wind gust recorded at the Oakland
station at the Western Regional Climate Center (RAWS) was 65 mph.

Calculating u* = 0.053(65 mph) * ( p;?) = 1.54 m/s. The threshold velocity is taken from

Table 13.2.5-2. A factor of 0.54 m/s is used (fine coal dust on concrete pad); this might be
relatively conservative since the coal will be in open train cars; most of Utah’s coal is
bituminous.> From eq. 2, the erosion potential, P;, is equal to 59.49 g/m?.

0.447
m

Scenario 1.

Setting the number of disturbances to at least once per day, the estimated PM emissions for
single event, is calculated as,

PMsingle event = EF * Area

(59.49 %) (0.002205 @)

=11.0 * (No.Trains * Length = Width)

2
1076415
m
= 4167 lbs/day

53 http://publicecodes.cyberregs.com/st/ca/st/b200v07/st_ca_st_b200v07_16_sec009 par006.htm (accessed Sept. 8,
2015).
54 http://www.ereferencedesk.com/resources/state-symbols/utah/rock.html (accessed Sept. 7, 2015).
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If we assume that trains are present 85% of the day, that there is at least one disturbance per day,
which is extremely conservative given the amount of traffic going through the terminal, and that
there is no effective topping left by the time the train has arrived to the port, then the total PM
emissions expected from fugitive dust events is calculated as,

lbs
Total PM = PMgingic event * %Time Trains are Present = 4167 day * 0.85

= 646.37 tons/year

Scenario 2, with 6 trains per day, can be calculated similarly. The total estimated annual PM
emissions under Scenario 2 are 323.2 tons/year.

Additional caveats to this analysis are noted in the report.

15



Appendix B: Team Qualifications

16



UCDAVIS

UNIVERSITY OF CALIFORNIA

For two decades, Professor Deb Niemeier has focused on integrating models for estimating mobile
source emissions with transportation modeling. Her primary research interest has been on
developing highly accurate, accessible processes and emissions modeling and travel behavior
models that can be used in the public sector, including the identification and modeling of
environmental health disparities and improved understanding of formal and informal governance
processes in urban planning. This combination of basic and translational research has resulted in
new ways to identify the spatial properties of mobile source emissions, new methods for
developing vehicle emissions inventories, and improved regulatory guidance, including better
identification of vulnerable populations. In 2014, she was named a Fellow of the American
Association for the Advancement of Science (AAAS) for “distinguished contributions to energy and
environmental science study and policy development.” In 2015, she was named a Guggenheim
Fellow.

Her accomplishments include serving as the lead author for current federal guidance for PM
(particulate matter) hotspot analysis for California, whose standards generally exceed federal
standards. This guidance was based on translational work in vehicle emissions modeling and
transportation project development conducted as part of the six year state and federally funded
program, the UC Davis Air Quality Project (AQP), which resulted more than 50 reports aimed at
improving public agency transportation-air quality modeling. Led by Prof. Niemeier, new ways to
better estimate mobile source emissions inventories were developed and ushered into public
sector practice through the AQP. This work was seminal in developing innovative and rigorous
evaluation processes for public agencies charged with assessing the air quality effects of new
transportation infrastructure and is used in some form by nearly all state transportation agencies.

More recently, her research group’s efforts in synthesizing research on the return to background
concentrations at roadside edge has resulted in a revision of current thinking about minimum
acceptable distances from roadway edges for sensitive populations. This work has motivated a
number of new studies around the world examining air pollutant concentrations at much greater
distances than previously thought necessary. She is currently working with collaborators in
sociology and political science broadly examining the intersection of governance processes in
regional planning and climate change outcomes, and better connecting urban planning processes
with mitigation of environmental disparities. She was also the lead author for the Transportation
Chapter of the Southwest Climate Assessment conducted as part of the 2014 National Climate
Assessment.

Working with an interdisciplinary research group of graduate students, post-doctoral scholars, and
faculty collaborators, she has published 130 journal articles and 9 book chapters. She has been
the major advisor for 24 Ph.D. students, a number of whom now serve as university faculty at
various institutions, including Cornell University, University of lllinois, University of New Mexico,
and Georgia Tech. Her teaching and research has been generously funded by the National
Science Foundation, the California Air Resources Board, the Environmental Protection Agency, the
Federal Highway Administration, and the California Department of Transportation. As part of a
company she formed with 3 former students, she also works with legal advocacy groups and
environmental law clinics on social justice issues associated with access to transportation and
transportation-air quality.

She is the current and founding Director for the Sustainable Design Lab at UC Davis. She is in her
second year of chairing the university budget committee. She currently serves as a member of the
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National Academy of Engineering Board on Energy and Environmental Systems. She is on the
science advisory board for Capital Public Radio, and wrote their blog on energy and the
environment for four years. She chairs the Policy and Environment Cluster of NECTAR, the
Network on European Communications and Transport Activities Research. Dr. Niemeier is a
member of the Transportation Research Board and has served on several National Research
Council committees; her current service includes NCHRP 25-38 (Data Sources for MOVES) and
SHRP 2 C10B (Partnership to Develop an Integrated Travel Demand Model and Fine-Grained,
Time-Sensitive Network) Expert Task Group. She is a member of the American Association for the
Advancement of Science, recently completing an elected four-year member-at-large term on the
AAAS engineering section nominating committee. She is a member of the graduate faculty in the
departments of Computer Science; Transportation, Technology, and Policy; Education, and
Geography. She currently sits on the Executive Committee of the Graduate Geography Group.

Dr. Niemeier has served as chair of the UC Dauvis civil engineering department. She also served as
the Director of the John Muir Institute and Associate Vice Chancellor in the Office of Research at
UC Davis. The John Muir Institute is home to 150 faculty and staff conducting research at the
interface of the environment and society. She has received a number of awards including the Aldo
Leopold Leadership Award, the Chancellor's Fellow Award, an NSF CAREER award, and UC
Davis Outstanding Faculty Mentor and Faculty Advisor awards. She is currently the editor-in-chief
of Sustainable Cities and Society and also recently completed a six year appointment as the
Editor-in-Chief of Transportation Research, Part A, the leading international journal focused on
transportation policy and practice. She was the first woman in the journal’s history to serve in this
position. She has served on the Mars Corp. Sustainability Council as well as numerous other
sustainability-related boards. She received her B.S. in civil engineering from the University of
Texas (1982), and her Ph.D. in civil engineering from the University of Washington (1994).
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