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VIA HAND DELIVERY

J. Mike Monasmith, Siting Project Manager
California Energy Commission
1516 Ninth Street, MS-15
Sacramento, CA 95814

Re: Carlsbad Energy Center Project (07-AFC-6)
Elimination of Dual Fuel Requirement

Dear Mr. Monasmith .

On behalf of Carlsbad Energy Center LLC, please find the following correspondence enclosed
for docketing in the Carlsbad Energy Center application for certification proceeding.

1. Federal Energy Regulatory Commission's Notice of Termination of Original Rate
Schedule FERC No. 3 (Dual Fuel Agreement) (December 11, 2008);

2. California Independent System Operator's Memorandum re Decision on Elimination of
Dual Fuel Requirement for San Diego Area (October 20, 2008); and,

3. California Independent System Operator's Board of Governors' Decision on Elimination
of Dual,Fuel Requirement for San Diego Area (October 28, 2008).

Copies of these documents will be forwarded pursuant to the attached Proof of Service

Respectfully submitted,

Enclosures
CC:	 See Attached Proof of Service
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FEDERAL ENERGY REGULATORY COMMISSION'S

NOTICE OF TERMINATION OF ORIGINAL RATE SCHEDULE FERC No. 3
(DECEMBER 11, 2008)



FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

OFFICE OF ENERGY MARKET REGULATION

Cabrillo Power I, LLC
Docket No. ER09-305-000
December 11, 2008

Robert C. Fallon
Leonard, Street and Deinard
1350 I Street, N.W., Suite 800
Washington, D.C. 20005

Attention: Mr. Fallon
Attorney for Cabrillo Power I, LLC

Reference: Notice of Termination of Original Rate Schedule FERC No. 3

Dear Mr. Fallon:

On November 14, 2008, Cabrillo Power I, LLC (Cabrillo I) filed a Notice of
Termination of its Original Rate Schedule FERC No. 3 (Notice of Termination), the
Interim Dual Fuel Agreement (Dual Fuel Agreement) between Cabrillo I and the
California Independent System Operator Corporation (CAISO). Cabrillo I states that the
CAISO does not plan to exercise its renewal option on the Dual Fuel Agreement because
it no longer has a need for a dual fuel requirement due to improvements made in the
natural gas delivery system and the transmission system in the San Diego area. Waiver
of the Commission's notice requirements pursuant to section 35.11 of the Commission's
regulations (18 C.F.R. § 35.11) is granted and the Notice of Termination is accepted for
filing, as designated, effective January 1, 2009.

This filing was noticed on November 20, 2008, with comments, protests or

1 Central Hudson Gas and Electric Company, et al., 60 FERC 61,106,
reh'g denied, 61 FERC ¶ 61,089 (1992), and Prior Notice and Filing
Requirements Under Part II of the Federal Power Act, 64 FERC ¶ 61,139,
clarified, 65 FERC ¶ 61,081 (1993).
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motions to intervene due on or before December 5, 2008. No adverse comments, protests
or motions to intervene were filed. Notices of intervention and unopposed timely filed
motions to intervene are granted pursuant to the operation of Rule 211 and Rule 214 of
the Commission's Rules of Practice and Procedure (18 C.F.R § 385.211 and § 385.214).
Any opposed or untimely filed motion to intervene is governed by the provisions of Rule
214.

This acceptance for filing shall not be construed as constituting approval of
the referenced filing or of any rate, charge, classification, or any rule, regulation,
or practice affecting such rates or services provided for in the filed documents; nor
shall such acceptance be deemed as recognition of any claimed contractual right or
obligation associated therewith; and such acceptance is without prejudice to any
findings or orders which have been or any which may hereafter be made by the
Commission in any proceeding now pending or hereafter instituted by or against
your company.

Authority to act on this matter is delegated to the Director, Division of
Tariffs and Market Development - West, under 18 C.F.R. § 375.307. This order
constitutes final agency action. Requests for rehearing by the Commission may be
filed within 30 days of the date of issuance of this order, pursuant to 18 C.F.R. §
385.713.

Sincerely,

Steve P. Rodgers, Director
Division of Tariffs and
Market Development-West

cc: All Parties
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CALIFORNIA INDEPENDENT SYSTEM OPERATOR'S MEMORANDUM OF

DECISION ON ELIMINATION OF DUAL FUEL REQUIREMENT
(OCTOBER 20, 2008)



California ISO
LIAt	 P

California Independent
System Operator Corporation

Memorandum
To:
	 ISO Board of Governors

From:
	 Gary DeShazo, Director of Regional Transmission North

Laura Manz, Vice President of Market & Infrastructure Development

Date:
	 October 20, 2008

Re:	 Decision on elimination of the dual fuel requirement for San Diego area
starting in 2009

This memorandum requires Board action.

EXECUTIVE SUMMARY

This memorandum requests that the ISO Board of Governors eliminate the dual fuel
requirement as a local area reliability requirement for the San Diego area as of 2009.

The California Independent System Operator Corporation (the ISO) performed a dual fuel
study in 1999. Based on that study, the ISO Board of Governors adopted a dual fuel
requirement for certain resources in the San Diego area on August 26, 1999. 1 Since 1999,
there have been many changes in both the natural gas delivery system and the electric
transmission system in San Diego including a 10% increase in the natural gas system
capacity into the San Diego area due to expansion of the pipeline north from San Diego in
the Rainbow corridor. In addition, a new natural gas interconnection was established in the
southern end of the system at Otay Mesa, creating a looped system that provides another
source of supply to the San Diego area. At the same time, total natural gas demand is
forecasted to decrease due to retirement of old, inefficient generation units and their
replacement by new, more environmentally friendly, state of the art, combined-cycle
technology with much better efficiency. With regard to the electrical system, the ISO has
approved significant infrastructure improvements in San Diego's electric transmission
system, allowing increased imports and a much improved voltage profile across the entire
San Diego area

In general, the requirement for dual fuel capability stems from winter natural gas curtailment
assumptions. The dual fuel study of 1999 assumed that 100% of natural gas supply could be
curtailed during winter months. Given the gas infrastructure now in place, while some
curtailment of gas delivery is still possible to the extent that actual electric generation gas
demand is higher than that forecasted for a once in 10 years (1-in-10 year) cold weather

1 The Board's August 26, 1999 action also adopted a dual fuel requirement for specific northern California
resources.
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condition, a "100% curtailment" assumption is no longer valid. Current analysis indicates
that the San Diego electric system could sustain a 66% gas curtailment to electric generation
customers without the need to utilize a dual fuel resource, since only 550-900 MW (out of
3,000 MW) of electric generation capacity is needed in order to maintain grid reliability at
winter peak. The Sunrise Power Link (Sunrise) reduces curtailment exposure to near 0%.
Therefore, in consideration of the positive impact these gas and electrical infrastructure
improvements have brought to this area of the ISO's Controlled Grid, Management has
concluded it is no longer necessary to maintain the dual fuel requirement for the San Diego
area.

MOTION

Moved, that the ISO Board of Governors authorizes the elimination of the
dual fuel requirement for San Diego area, starting in year 2009, as
described in the memorandum dated October 20, 2008.

BACKGROUND

Gas system improvements since the 1999 Dual Fuel Study

In order to serve core and firm noncore San Diego area natural gas demand in the winter
season, the system gas capacity was increased from approximately 550 million cubic feet
per day (MMcfd) to 630 MMcfd (excluding 45 MMcfd of capacity reserved for an
operating margin) mainly by adding capacity from the north through the Rainbow
corridor. In addition, a new gas interconnection has been established in the southern end
of the system at Otay Mesa, making this a looped system, while the pre-existing system
from the north was fully radial. San Diego Gas & Electric Company (SDG&E) is able to
serve its current core and non core customers from these resources and could obtain an
additional 50MMcfd from the Otay Mesa connection, if needed.

Future SDG&E long-term gas demand forecast shows that there will be a decrease in
total demand in this area, mainly because of electric generation demand decrease. The
San Diego area is projected to satisfy most of its internal electricity needs through the use
of new, more environmentally friendly, state of the art combined-cycle technology with
much better heat rates than the old steam generators due to retire.

Based upon the utility's gas demand forecast for existing and under-construction plants, the
combination of these improvements means that the SDG&E gas system capacity, is expected
to be sufficient for the next 10 years. Curtailment of gas delivery, in the winter months, is
still possible to the extent actual electric generation gas demand is higher than that forecasted
for a 1-in-10 year cold day condition or under Force Majeure events.

It is important to note that all of the above data refers to a 1-in-10 year cold day demand.
Previous ISO studies from 1999 used a 1-in-20 year cold day demand in its analysis.
However, the gas system forecast standard has changed to a 1-in-35 year cold day demand
for core customers and 1-in-10 year cold day demand for core and firm noncore gas
customers. Management's decision to request elimination of the dual fuel capability in the
San Diego area is based on the 1-in-10 year cold day demand that includes a forecast for the
winter peak day for all core and noncore gas customers including electric generators (for
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years beyond 2009). Using that 1-in-10 year cold day demand is consistent with industry
practice for this type of analysis.

Electric system improvements since the 1999 Dual Fuel Study

Since 1999, the ISO has approved 18 infrastructure additions to SDG&E's transmission
system. These projects have been placed in-service and allow for increases to the import
capability of the San Diego transmission system. The situation will significantly improve
once the Sunrise transmission project is placed in-service. Adding another 1,000 MW to the
San Diego import capability will allow for a reduction in internal generation requirements at
winter peak conditions, significantly reducing the gas curtailment exposure across a 1-in-10
year cold day demand horizon.

Consultation with Southern California Gas Company and San Diego Gas & Electric
Company

The ISO staff investigated and analyzed the natural gas supply and electric reliability needs
for the San Diego areas in consultation with staff of Southern California Gas Company and
SDG&E, respectively.

Overall benefits of eliminating the dual fuel requirement in San Diego area

Environmental
Eliminating the dual fuel requirement would eliminate the environmental risks posed by the
release of residual oil to the surrounding environment, including ground water and sensitive
ecological environments. It would also eliminate the need for extensive emergency response
action plans associated with oil fuel use and storage.

New generation development
Elimination of the dual fuel requirement will make possible redevelopment or replacement of
existing sites with state of the art combined-cycle facilities, wind and solar or peaker
projects, which are much more environmentally friendly than the existing steam power
plants, because they will have a much better heat rate, better air quality controls and will not
use once-through cooling facilities.

It is expected that a portion of the real-estate at the Encina facility (located under the existing
dual fuel tanks) will be used to construct the new Carlsbad Energy Center, a new state of the
art combined-cycle facility as a partial re-powering at this site.

Cost saving summary due to the elimination of dual fuel capabilities
The cost to ratepayers of the current dual fuel capability at the Encina and South Bay
facilities is bundled into the reliability must-run rates for the South Bay facility and into the
power purchase agreement between SDG&E and the generation owner for the Encina
facility. The ISO estimates that $400,000 of ratepayer costs per year can be saved by
eliminating dual fuel requirement for these resources. The cost savings do not include costs
saved by mitigating the oil spill risk or added value due to the alternative use of the property.
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STATUS QUO ALTERNATIVE CONSIDERED

Originally, when the power plants were constructed in the early 1960s, the risk of a full gas
system outage was deemed to be substantial. In addition, both facilities burned residual fuel
oil for economic reasons. Each facility maintained a large inventory of residual oil on-site
and could replenish fuel stock via ocean barge. However, ocean barge delivery of residual
oil at both facilities is no longer possible since the associated oil transfer facilities have been
removed. As a result, the amount of on-site oil storage has been reduced to the equivalent of
two days of full load operation. The use of oil fuel today is only allowed by the local Air
Pollution Control District if the ISO declares an emergency during a natural gas curtailment.

Finally, there has never been an instance of 100% natural gas curtailment to electric
generators in the SDG&E system. While there were some partial curtailments in the
2000/2001 time frame, given the gas and electrical improvements that have been placed in-
service over the last ten years, future curtailments are considered remote.

CONCLUSION

Management recommends that the dual fuel requirement for the San Diego local area be
eliminated. This would eliminate the dual fuel requirements for all South Bay and Encina
units that are not under an existing black start agreement with the ISO. This change is not
projected to adversely impact San Diego's system electric reliability and is expected to save
ratepayers an excess of $400,000 per year. In addition, it would allow for redevelopment and
replacement of some of the exiting Encina units with new state of the art resources, with
improved environmental and efficiency characteristics.
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CALIFORNIA INDEPENDENT SYSTEM OPERATOR' S

BOARD OF GOVERNORS' DECISION ON

ELIMINATION OF DUAL FUEL REQUIREMENT
(OCTOBER 28, 2008)
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BEFORE THE ENERGY RESOURCES CONSERVATION AND DEVELOPMENT
COMMISSION OF THE STATE OF CALIFORNIA

1516 NINTH STREET, SACRAMENTO, CA 95814
1-800-822-6228 —  WWW.ENERGY.CA.GOV

Docket No. 07-AFC-6
PROOF OF SERVICE
(Revised 4/08/2009)

APPLICATION FOR CERTIFICATION
FOR THE CARLSBAD ENERGY
CENTER PROJECT

Carlsbad Energy Center Project
Documents Related to Elimination of Dual Fuel Requirement

CALIFORNIA ENERGY COMMISSION
Attn: Docket No. 07-AFC-6
1516 Ninth Street, MS-4
Sacramento, CA 95814-5512
docketenergy.state.ca.us

INTERESTED AGENCIES
California ISO
P.O. Box 639014
Folsom, CA 95763-9014
(e-mail preferred) e-recipient(a,caiso.com

INTERVENORS 
City of Carlsbad
Allan J. Thompson
Attorney for City
21 "C" Orinda Way #314
Orinda, CA 94563
allanoricomcast.net

City of Carlsbad
Joseph Garuba, Municipals Project Manager
Ron Ball, Esq., City Attorney
1200 Carlsbad Village Drive
Carlsbad, CA 92008
iqaruci.carlsbad.ca.us ; rballci.carlsbad.ca.us

Terramar Association
Kerry Siekmann & Catherine Millr
5239 El Arbol
Carlsbad, CA 92008
siekmann1att.net

California Unions for Reliable Energy ("CURE")
Gloria D. Smith & Marc D. Joseph
Adams Broadwell Joseph & Cardozo
601 Gateway Boulevard, Suite 1000
South San Francisco, CA 94080
gsmithadamsbroadwell.com 

APPLICANT
David Lloyd
Carlsbad Energy Center, LLC
1817 Aston Avenue, Suite 104
Carlsbad, CA 92008
David.Llovd(anrgenerby.com

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

George L. Piantka, PE
Carlsbad Energy Center LLC
1817 Aston Avenue, Suite 104
Carlsbad, CA 92008
george.piantkanrgenergy.com

APPLICANT'S CONSULTANTS
Robert Mason, Project Manager
CH2M Hill, Inc.
6 Hutton Centre Drive, Ste. 700
Santa Ana, CA 92707
Robert.Masonch2m.com 

Megan Sebra
CH2M Hill, Inc.
2485 Natomas Park Drive, Ste. 600
Sacramento, CA 95833
Meban.Sebra(a,ch2m.com 
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Elizabeth Hecox

COUNSEL FOR APPLICANT
John A. McKinsey
Stoel Rives LLP
980 'Ninth Street, Ste. 1900
Sacramento, CA 95814
jamckinseystoel.com 

INTERVENORS 
Center for Biological Diversity
c/o William B. Rostove
EARTHJUSTICE
426 17th St., 5th Floor
Oakland, CA 94612
wrostovearthjustice.orq 

Power of Vision
Julie Baker and Arnold Roe, Ph.D.
P.O. Box 131302
Carlsbad, CA 92013
powerofvisionroadrunnercom

Rob Simpson
Environmental Consultant
27126 Grandview Avenue
Hayward, CA 94542
robredwoodrob.com 

ENERGY COMMISSION 
JAMES D. BOYD
Vice Chair and Presiding Member
jboyd(aenerciy.state.ca.us 

KAREN DOUGLAS
Commissioner and Associate Member
kldougla(aenergy.state.ca.us

Paul Kramer
Hearing Office
bkramerenergy.state.ca.us

Mike Monasmith
Siting Project Manager
mmonasmienergy.state.ca.us

Dick Ratliff
Staff Counsel
dratliffenergy.state.ca.us

Elena Miller
Public Adviser's Office
publicadviserenergv.state.ca.us

DECLARATION OF SERVICE

I, Denise M. Morison, declare that on April 9, 2009, I deposited copies of the aforementioned
document in the United State mail at 980 Ninth Street, Suite 1900, Sacramento, California
95814, with first-class postage thereon fully prepaid and addressed to those identified on the
Proof of Service list above.

OR

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 identified on the Proof of Service list above.

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