. S T O E L @?-AFC“@ 980 Ninth Street, Suite 1900
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. DAT E fax 916.447.478|
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ATTORNEYS AT LAW . HECD. JuL 3 0 2008 ‘

KIMBERLY J. HELLWIG
’ Direct (916) 319-4742
July 30, 2008 kjhellwig@stoel.com

VIA HAND DELIVERY AND EMAIL

Mr. Michael Monasmith, Siting Project Manager
California Energy Commission

- 1516 Ninth Street
Sacramento, CA 95814

Re:  Carlsbad Energy Center Project (07-AFC-6)
Letter to San Diego Air Pollution Control District (NOx Emission Reduction
Credits)

Dear Mr. Monasmith:

Carlsbad Energy Center LLC submits for docketing the attached correspondence sent to Dr.
Steve Moore at the San Diego Air Pollution Control District. The letter provides information
regarding NOx emission reduction credits required for the proposed Carlsbad Energy Center
Project.

Please do not hesitate to contact our office should you have any questions regarding this
correspondence.

Respectfully submitted,

KJH:kjh
Enclosure _
cc: See Attached Proof of Service (sent via email only)
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sierra
research

1801 J Street
Sacramento, CA 95811
.Tel: (916) 444-6666
Fax: (916) 444-8373

~ July 29, 2008 .

Dr. Steve Moore : Anri Arbor, Mi

"Engineering Group ' . Tel: (734) 761-6666
San Diego Air Pollution Control District Fax: (734) 7616755
10124 Old Grove Road '

San Diego, CA 92131

Subject:  Application for Authority To Construct for the Proposed Carlsbad Energy

Center Project — NOx Emission Reduction Credits
; ,

Dear Dr. Moore:

On behalf of Carlsbad Energy Center LLC, we are pleased to submiit the following
information regarding the NOx emission reduction credits (ERCs) required. for the
proposed Carlsbad Energy Center Project (CECP). On April 17, 2008 we submitted
revised emission baseline calculations for the existing boiler Units 1, 2, and 3 at the
Encina Power Station per the request of the SDAPCD and the California Energy
Commission (CEC). The emission baseline for these units was revised to be a S-year
average for the period from 2002 to 2006 based on an agreement made during a

March 26, 2008 public workshop for the proposed project. The revised emission baseline -
for the existing boilers resulted in the proposed project triggering NOx ERC requirements
under the SDAPCD new source review (NSR) regulations. As shown in the enclosed
ERC calculations (see Attachment 1), the proposed project will be required to obtain
approximately 6.7 tons/year of NOx ERCs. Since the net VOC emission increase is
below the SDAPCD NSR regulation major modification threshold, VOC ERCs are not
triggered for the proposed project.

NOx ERCs

The necessary NOx ERCs for the proposed project will be purchased from the ERC
marketplace. Pursuant to a review of ERC brokers and sellers, there are currently at least-
6 tons/year of NOx ERCs and 28 tons/year of VOC ERCs (which can be used to offset.
NOx using an interpollutant trading ratio of 2 to 1) being offered for sale. In addition, as
shown in Attachment 2 the overall amount of active ERCs in the SDAPCD bank is
. approximately 173 tons/year of NOx and 352 tons/year of VOC. Consequently, there are
- more then enough NOx/VOC ERCs available in the marketplace, and the applicant does
not anticipate any problem in purchasing the necessary NOx ERCs (or VOC ERCs to use
as an interpollutant trade for NOx) for the proposed project. The required NOx ERCs
will be provided to the SDAPCD prlor to the issuance of the final authority to construct
for the proposed project.



Steve Moore - Co2- ' : ' July 29,2008 . -

CEQA Mitigation

While there are no SDAPCD NSR ERC requlrements for VOC, CO, and PM;O, since
there is a net ernissions increase for these pollutants, the CEC may impose mitigation
“tequirements for these pollutants as part of the CEQA teview process. The applicant will
work with-the CEC staff regarding the amount ahd type of mitigation fequired for these -
pollutants. Since the CO net emissions increase ofily occurs during a single year due to -
gas turbine comrmissioning activities ahd because the project area is classified as
attainment for this pollutant, no CEQA mitigation for CO is expected. 1f the CEC -
requires CEQA mitigation for the remaining two pollutants VOC and PM,¢; the applicant
will provide mitigation offsets by e1ther surrendermg SOx for PM)y offsets or purchasing
ERCs from the marketplace.

If you have any questions or need any addmonal 1nformat10n please contact mie at
(916) 444-6666.

Sincerely, v

Tom Andrews
Senior Engineer

Enclosures

cc: Tim Hemig, Carlsbad Enefgy Center LLC -
George L. Piantka, Carlsbad Energy Center LLC -
John McKinsey, Stoel
Will Walters, CEC
 Michael Monasmith, CEC
CEC Dockets Office (07-AFC-6)



ATTACHMENT 1

EMISSION REDUCTION.CREDIT CALCULATIONS



CECP ERC Calciilations

Using 'Average of Past 5 Years
Calculation of Emission Offsét Credits (tons/yr)
(Commissioning Year)

NOx co ~voc PM10  SOx
Emissions Emissions Emissions Emissions Emissions

Emissions New Units = 75.3 339.9 22.0 343 4.9
Emission‘ Reductions Units 1, 2, and 3 = 38.6 284.9 157 316 ' 5.8
Net Emission Change = 36.7 55.0 6.3 | 27 -0.9
Major Modification Thresholds(1) = 25 100 25 15 . 40
Major Modification? Yes No No No No
ERC Reguirement Triggered? Yes N/A No- N/A N/A
Offset Ratio(2) = 12 N/A c 12 " N/A o N/A
ERCs Required = ) 440 N/A 0 N/A N/A
ERCs Purchased(3)= . 376 16.1 0 2.9 8.8
ERC Surplus/Shortfall = _ _ 64 NA._ . O N/A N/A

Using Avérage of Past 5 Years ) B - '
Calculation of Emission Offset Credits (tons/yr)
(Non-Commissioning Year) )

NOx cOo vOC PM10 SOx
Emissions Emissions Emissions Emissions Emissions

_ Emissions New Units = 75.6 2173 250 39.0 5.6

Emission Reduction$ Units 1, 2, and 3 = 38.6 2849 . 157 3186 5.8
Net Emission Change = : 369  -67.6 93 13 0.2
Major Modification Tr;resholds(1) = ’ 25 100 25 15 40
Maijor Modification? Yes No No No N No
ERC Requirement Triggered? Yes N/A " No N/A N/A
Offset Ratio(2) = : 12 N/A 12 N/A N/A
ERCs Required =‘ 443 N/A 0 N/A N/A
ERCs Purchased(3)= o 376 16.1 0 2.9 8.8
ERC Surplus/Shortfall = . 6.7 N/A __ 0 NA ~  NA
Notes:

1. Based 6n SDAPCD Ruile 20.1.¢.33.
2. Based on SDAPCD Rule 20.3.d.8.i.B.
3. Based on ERCs held for proposéd project.




ATTACHMENT 2

'SDAPCD EMISSION REDUCTION CREDIT BANK



San Diego APCD ERC Banking Registry Summary

last update: February 28, 2008
"Subject te Verification"

—

CLASS A - ACTIVE ERC'S (TPY) Cumulative
: Totals-
Company Name Certificate No. | NOx | VOC || NOx VOC
Cabrillo Enterprises, LLC 169 | . 169
Cabrillo Power II, LLC 978938-05 35.30 | 35.30 16.9
Childrens Hospital ' 984240-02 0.54 35.84 16.9
City of San Diego, Metropolitan Wastewater Dept 950766-06 0.38 | 35.84 17.28
. 970821-02 22.76 || 35.84 .40.04
Element Markets - 070823-01 1.10 - 36.94 | 40.04
- 070823-02 - 5.30 || 36.94 45.34
-~ 070823-03 0.20 || 36.94 4554 |
General Dynamics Properties, Inc. N . 970809-02 1.26 - 38.20 45.54
970809-05 - 0.23 || 38.20 45.77
Gillis, Johm 070619-02 2.10 || 38.20 47.87
Grey K. Environmental Fund, LP . 983809-01 25.10 || 38.20 | 72.97
' : 060328-01 1.90 . 40.10 | 72.97
060328-02 2.20 4230 | 7297
060328-03 2.90 |- 42.30 75.87
060328-04. ' 054 || 42.30 | 76.41
- 060328-05 0.10 || 4230 | 76.51
060328-06 0.30 || 4230 | 76.81.
060803-02- _ |1 3670 | 4230 | 113.51
- - . 070731-01 20.70- | 42.30 |. 134.21
Hanson Aggregates, Pacific SW Region 980772-01 | 0.93 - 43.23 | 13421

22808 Page |
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N

CLASS A - ACTIVE ERC'S (TPY)

- 0.67 |

Cumulative
‘ Totals -
Company Name Certificate No. | NOx | VOC || NOx | VOC
: : 980772-03 - | 0.26 || 4323 | 134.47
Hughes-Aircraft Co., Electro-Opti Cal Systems 940261-01 0 1.06 || 43.23 | 135.53
- : 940261-02 0.22 || 43.23 135.75
Inland Gas & Electric GP LLC - 080212-01 "18.70 || 43.23 15445 |
Martin Furniture 1 980590-02 - 18.70 || 4323 | 173.15
Muht-Hei, Inc. 981002-01 0.18 || 43.23 17333
981002-02 0.18 |[- 43.23 173.51
981002-03 0.18 || 43.23 173.69
- 981002-04 0.18 || 43.23 | 173.87
981002-05 0.57 || 4323 | 174.44
981002-06 2019 | 43.23 | 174.63
981002-07 223 | 4323 | 176.86 .|
981002-08 - 128 || 4323 | 178.14 |
981002-09 - 0.18 || 43.23° 178.32 |,
- 981002-10 0 2.07 | 43.23 180.39
981002-11 1.28 || 43.23 | 18167
' : 981002-12 | 0,57 |f 43.23 | 182.24
National Steel & Shipbuilding 40995-02 - 0.18 43.41 182.24
' : o 40995-03 | 0.60 || 43.41 | 182.84
40996-02 0.04" | O 43.45 | 182.84° |
) 40997-02 S 032 |0 | 4377 | 182.84. |
: : - 40997-03 - | 0.02 || 43.77. ] 182.86°
Naval Air Station, North Island 991014-01 - 8.00 ‘ - 51.77 182.86 .
o 991015-01 3.30  55.07 |  182.86 |-
_ ' . 991016-01 18.70 73.77 |- 182.86 [
‘Naval Station;. San Diego 950949-01 483 | - 78.60 | 182.86
: ' : 940206-01

Page 2.

- 79.27 182.86. | -




2/28/08 -

CLASS A - ACTIVE ERC'S (TPY) ~ Cumulative
5 ; " Totals.
Company Name Certificate No. | NOx [ VOC | NOx | VOC
i 940206-03 0.05 |[f 79.27 182.91
Navy Region Southwest 990223-01 | 12.02 | :'91.29 182.91
Northrop-Grumman Ryan Aeronautical Center 975000-01 ‘ 1.20 || 91.29 184.11
Olduvai Gorge LLC B 070430-01 2.00. . 93.29 184.11
070502-01 14.72 | 108.01 184.11 |
070822-01 1.20 | - 109.21 184.11 . |
070822-02 | 0.10 || 109.21 | 184.21
070822-03 1230 ff 109.21 | 196.51
071004-01 10.80 | 109.21 | 207.31
071004-02 | 12.00 -121.21 | 20731
Otay Mesa Generating Co., LLC 990902-01 S 121 | 12242 207.31
L 991123-01 [ 17.05 ] 12242} 224.36 -
000128-01 025.00 || 122.42 | 24936
000427-01 130 | 12372 | 249.36
000427-02 - 13010 | 123.72 | 279.46.
000918-01 .- 1 1030 ] 123.72.] 289.76
; 000224-01 440 | 128.12 289.76 - |
' 010629-01 - 0.32 128.44 | 289.76
. 010629-02 | 2.39 - 130.83 | 289.76
Performance Contracting Inc: 071217-01 ' - 1.00- [ 130.83 | 290.76
Shipyard Supplies, Inc. 06-0824-02 ., | - 1.00 |[-130.83 | 291.76
SDG&E 983811-01 [ 4.00- | -~ | 134.83 | 291.76
060324-01 - |- . | 040 | 134.83 | 292116
: 060324-02 - | 1990 | . - 154.73 292.16
Solar Turbines 970123-04 10.00 | | 164.73 | . 292.16
' : 950562-01 : - 0.60 || 16473 | 292.76 |
Southern California Edison Company 950171-01° | 0.51 | . 165.24 292.76 .
: ‘ - 950171-03 | - - 0.02. 292.78

Page 3
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“

CLASS A - ACTIVE ERC'S (TPY) Cumulative
- Totals
Company Name Certificate No. | NOx | VOC || NOx | VOC
Surface Technologies 990325-01" : . 1.48 || 165.24 294.26
United States Marine Corps 030507-01 3.00 - 168.24 294.26
US.Foam 974375-03 0.10 || 168.24 294.36
SW Division, Naval Facilities Engineering Cmd. 954185-01 - 2.00 || 168.24 296.36
960709-01 "~ 9.00 || 168.24 305.36 -
970311-01 . 13.00 || 168.24 318.36 .
980511-03 3.15 || 168.24 321.51
980521-02 1325 | 168.24 | 334.76
980529-02 7.40 || 168.24 342.16
Unisys Corporation 901238-01 3.66 || 168.24 | 345.82
i 921410-01 1.25 || 168.24 347.07
940577-01 - 2.95 || 168.24 | 350.02 |
USN Communications Station 940560-01 2.40 | 170.64 | 350.02 |
' 940560-04 | 0.05 |[ 170.64 | . 350.07 |
940561-01 - 012 | . 170.76 | 350.07 |
940561-03 | . 0.00 | 170.76 | 350.07
940562-01 0.12 170.88 350.07
940562-03 0.00 || 170.88 350.07
Veterans Administration Hospital 979555-01 | 1.90 | 172,78 350.07
Witte, Fred 070619-03 210 || 172.78 | 352.17
172.78 | 352.17.

Page 4
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San Diego APCD ERC Banking Registry Summary

last update: February 28, 2008
"Subject to Verification"

2/28/08

Page 1

CLASS A - ACTIVE ERC's (TPY) Cumulative
Totals

Company Name " Certificate No. | PM10| CO | SOx || PM10 CO. SOx
Cabrillo Power II, LLC 978938-02 - 15.2 - 0.00 15.20 0.00
; 978938-03 2.8 ° 2.80 15.20 0.00
978938-04 8.1 2.80 15.20 8.10
City of San Diego, Metropolitan Wastewater Dept. |  950766-02 1.88 2.80 - 17.08 8.10
' 950766-04 0.63 ‘ 3.43 17.08 8.10
Element Markets 070823-04 0.30 3.43 17.08 8.40
070823-05 0.30 : 3.73 17.08 8.40
070823-06 1.30 3.73 18.38 | 8.40
General Dynamics, Convair 951022-01 64.80 - 3.73 83.18 8.40
‘ 951022-04 0.10 3.73 83.18 8.50
951022-07 1.50 5.23 83.18 8.50.
General Dynamics Properties, Inc. 970809-01 1.17 5.23 84.35 8.50
' 970809-03 0.46 5.69 84.35 8.50
970809-04 0.02 5.69 84.35 | 8.52
Grey K Environmental Fund, LP 060328-10 0.70 5.69 85.05 8.52
: : g 060328-08 | 0.20 5.89 85.05 | 8.52
060328-09° | 2.00 5.89 87.05 | 8.52
- 060328-07 0.40 6:29 87.05 8.52
Hanson Aggregates, Pacific SW Region 980772-02 2.20 6.29 89.25 8.52
980772-04 0.09 6.38 89.25 8.52
H. G. Fenton Material Co. 41106-03 129.10 - 135481 89.25 | 8.52
930902-02 3.85 ' 13548 93.10 8.52
930902-04 1.06 . 136.54 93.10 | 8.52




CLASS A - ACTIVE ERC's (TPY) Cumulative
Totals
Company Name Certificate No. { PM10| CO | SOx || PM10 CO SOx
930902-05 : 1.00 |l 136.54 93.10 9.52
975070-01 : 1.10 136.54 -| 94.20 9.52
975070-03 | 0.10 136.64 94.20 9.52
975070-04 . 0.10 || 136.64 94.20 9.62
975733-01 ° 1.60 ‘ 136.64 95.80 | 9.62
975733-03 0.20 - 136.84 95.80 9.62
Jack Brunton 973039-02 24.20 "~ 136.84 120.00 9.62
National Steel & Shipbuilding 40994-01 0.10 - 136.94 120.00 9.62
40995-01 0.09 - 137.03 120.00 | 9.62
40995-05 - 0.27 || 137.03 120.00 | 9.89
40995-06 _ 3.40 137.03 12340 | 9.89
40996-01 - 0.01 - 137.04 123.40. | 9.89
40996-03 0.02 : 137.04 123.42 9.89
40996-04 . 0.35 || 137.04 12342 | 10.24 |
40997-01 0.45 - 137.49 123.42 | 10.24
40997-04 0.06 | " 137.49 12348 | 1024 {1
o 40997-05 0.04 || 137.49 123.48 | 10:28 |
: 0.03 tpy of Lead (Pb){  40997-06 . 137.49 123.48 | 10:28
Naval Station, San Diego ‘ 950949-02 | - 0.75 - 137.49 124.23 | 10.28 |
' 950949-03 1.09 - 138.58 124.23 | 10.28
940206-02 0.04 - 138.62 124.23 | 10.28
940206-04 0.12 138.62 124.35 | 10.28
. 940206-05 0.04 || 138.62 12435 | 10.32
NAVERUS, Inc. 040203-01 0.60 |. - 138.62 124.95 | 10.32
- 040203-02 0.10 - 138.72 124.95 | 10:32
978227-01 |} 2090 " 138.72 125.85 | 10.32
978227-03 | 0.10 . 138.82 125.85 | 10.32

2/28/08
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‘CLASS A - ACTIVE ERC's (TPY) Cumulative
L Totals
Company Name  Certificate No. | PM10| CO | SOx || PM10 CO SOx
981024-02 0.17 , - 138.99 125.85 | 10.32
981024-04 0.37 - 138.99 126.22 | 10.32 |
981024-05 0.09 | 138.99 126.22 | 1041
981954-01 4.52 | 138.99 130.74 | 1041
981954-03 . 0.28 | 138.99 130.74 | 10.69 |
» 981954-04 0.61 - 139.60 130.74 | 10.69
Olduvai Gorge LLC 071004-03 50.30 "~ 139.60 181.04 | 10.69
071004-04 0.85 ? ~140.45 181.04 | 10.69 |
, 071004-05 - 0.10 [ 140.45 181.04 | 10.79 |
Ralston Purina .50055-01 0.50 . - 140.95 181.04 | 10.79
' 50055-02 : 4.60 | 140.95 181.04 | 15.39
50055-05 3.40 | . 140.95 18444 | 1539 |
SDG&E 921291-03 | 55.30 . 140.95 239.74 | 15.39 |
921291-04 2.90 143.85 239.74 | 1539 |
979298-02 13.83 ] - 143.85 | 253.57 | 1539 |
South Coast Materials Company 940101-01 10.80 " 154.65 253.57 | 15.39.1
Southern California Edison Company 950171-02 0.11 154.65 253.68 | 1539 |
950171-04 0.01 _ - 154.66 | 253.68 | 15.39
. 950171-05 0.10 || 154.66 | 253.68 | 15.49
STMicroelectronics, Inc. 978887-01 1.50 | I 154.66 255.18 | 15.49
978887-04 0.10 | 154.76 | 255.18 | 15.49
SW Division, Naval Facilities Engineering Cmd. 970312-01 2.00 : | 156.76 | 255.18 | 15.49
US Foam 974375-02 1.10 | 156.76 | 256.28 | 1549 |
' A 974375-05 0.10 | - - | 156:86 | 256.28 | 15.49
USN Communications Station 940560-02 : 049 || 156.86 | 256.28 | 15.98-
940560-03 0.34 ‘ ©157.20 | 256.28 | 1598 |
940560-05 | 1.05 15720 | 25733 | 1598 |




CLASS A - ACTIVE ERC's (TPY)

Cumulative

Totals
Company Name Certificate No. | PM10| CO | SOx | PM10. CO SOx
940561-02 0.03 157.20 257.36 15.98
940561-04 v 0.01 157.20 257.36 15.99
940561-05 0.00 157.20 257.36 | 15.99
940562-02 - 0.03 157.20 257.39 | 15.99
940562-04 0.01 157.20 25739 | 16.01
940562-05 0.00 157.21 257.39 16.01
PM10 CcO Sox
TOTALS (tons/year)= - 157.21 257.39 | 16.01

2/28/08
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{
BEFORE THE ENERGY RESOURCES CONSERVATION AND 'DE\.IELOPMENT '
COMMISSION OF THE STATE OF CALIFORNIA

APPLICATION FOR CERTIFICATION : v
For THE CARLSBAD ENERGY CENTER Docket No. 07-AFC-6 PROOF OF
PROJECT SERVICE .

(Revised 7/24/2008)

Carlsbad Energy Center LLC’s
Correspondence Sent to San Diego Air Pollution Control District

CALIFORNIA ENERGY COMMISSION
Attn: Docket No. 07-AFC-6

1516 Ninth Street, MS-15

Sacramento, CA 95814-5512

docket@energy.state.ca.us

APPLICANT

David [loyd

Carlsbad Energy Center, LLC
1817 Aston Avenue, Suite 104
Carlsbad, CA 92008
David.Lloyd@nrgenergy.com

Tim Hemig, Vice President
Carisbad Energy Center, LLC
1817 Aston Avenue, Suite 104
Carlsbad, CA 92008
Tim.Hemig@nrgenergy.com

APPLICANT’'S CONSULTANTS

Robert Mason, Project Manager
CH2MHill, Inc.
3 Hutton Centre Drive, Ste. 200 .
Santa Ana, CA 92707
* robert.Mason@ch2m.com

Megan Sebra

“CH2M Hill, Inc.
2485 Natomas Park Drive, Ste. 600
Sacramento, CA 95833
Megan.Sebra@ch2m.com

COUNSEL FOR APPLICANT =
| John A. McKinsey o
Stoel Rives LLP
980 Ninth Street, Ste. 1900

Sacramento, CA 95814
jamckinsey@stoel.com

INTERESTED AGENCIES

-Ca. Independent Systern Operator
151 Blue Ravine Road

" Folsom, CA 95630
e-recipient@caiso.com

City of Carlsbad

Joseph Garuba, _

Municipals Project Manager : ‘
‘Ron Ball, Esq., City Attorney _—
1200 Carlsbad Village Drive

Carlsbad, CA 92008

jqaru@ci.carlsbad.ca.us
rball@ci.carlsbad.ca.us

Allan J Thompson
Attorney for the City

21 "C" Orinda Way #314
Orinda, CA 94563



INTERVENORS

Califomia Unions for Reliable Energy (“CURE”)
Suma Peesapati

Marc D. Joseph

Adams Broadwell Joseph & Cardozo

601 Gateway Boulevard, Suite 1000

South San Francisco, CA 94080
speesapati@adamsbroadwell.com

ENERGY COMMISSION

JAMES D. BOYD
Commissioner and Presiding Member
jboyd@enerqy.state.ca.us

KAREN DOUGLAS
Commissioner and Associate Member
kldougla@energy.state.ca.us

Paul Kramer
Hearing Officer
pkramer@energy.state.ca.us

. Mike Monasmith
Siting Project Manager
mmonasmi@energy.state.ca.us

Dick Ratliff

" Staff Counsel-

dratlifi@energy.state.ca.us

Public Advisor's Office
pao@energy.state.ca.us

DECLARATION OF SERVICE

|, Kimberly J. Hellwig, declare that on July 30, 2008, | deposited copies of the attached document in the
United States mail at Sacramento, California, with first-class postage thereon fully prepaid and addressed to

those identified on the Proof of Service I|st above.

: f
Transmission via electronic mail was consistent with the requirements of California Code of Regulations,
title 20, sections 1209, 1209.5, and 1210. All electronic copies were sent to all those |dent|f|ed on the .

Proof of Service list above.

| declare under penalty of perjury that the foregoing is true and correct.

Portlnd3-1632054.1 0035434-00009




