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BACKGROUND

At its February 5, 2007 meeting, the California State Lands Commission (Commission)
considered Calendar Items 41, 42, and 43, which involved the approval of leases

covering structures used as part of the cooling water systems for three existing coastal
power plants:

Encina Power Plant at Carlsbad;
PRC 8727.1

Cabrillo Power I, LLC

c/o NRG Energy West

5790 Fleet Street, Suite 200
Carlsbad, CA 92008

El Segundo Power Plant at El Segundo; and

PRC 858.1

El Segundo Power, LLC and El Segundo Power II, LLC
c/o NRG Energy West

5790 Fleet Street, Suite 200

Carlsbad, CA 92008

AES Huntington Beach Power Plant at Huntington Beach
PRC 1980.1

AES Huntington Beach Power Plant

21730 Newland Street

Huntington Beach, CA 92646
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Each of these power plants used ocean water for once-through-cooling (OTC) of their
electric generating equipment. Although there are 19 to 21 power plants that use OTC,
a review of the Commission’s records revealed that only nine of these have leases from
the Commission for some portion of their OTC facilities.

At the time of its April 17, 2006 meeting, the Commission adopted a Resolution on
Once-Through-Cooling at Coastal Power Plants in California. The adoption of that
resolution was subsequently challenged as an action that failed to comply with the
Administrative Procedures Act (APA). The Office of Administrative Law, which has
jurisdiction over procedural questions of this nature, determined that because the
Commission purported to establish a policy, that it would not approve new lease
extensions or amendments of existing OTC plants, and it should have been adopted as
a regulation in accordance with the APA. The resolution was therefore invalidated.
Nevertheless, the adoption of the resolution, however procedurally deficient, does stand
as a reflection of the sentiment of the Commission at that time. The Commission
subsequently expressed its concerns regarding OTC at the February 2007 and May
2008 meetings.

At the time of the Commission’s review of the three coastal power plant leases above in
2007, regulations prepared by the U.S. Environmental Protection Agency (USEPA) to
control OTC for power plants under Clean Water Act (CWA) section 316(b) had been
challenged in court and been subsequently returned to the USEPA by the court to be
revised. Although the State was in the process of considering regulations to address
the impacts of OTC, none were in effect at that time. Due to the lack of existing
regulations, the Commission placed a number of special conditions on the approval of
these three leases. One of these conditions was to hold a public hearing at the 5-year
anniversary of the leases to report on the lessees’ progress on complying with any
regulations that were subsequently established to control the use of OTC water. This
calendar item fulfills that lease requirement.

CURRENT SITUATION

On March 28, 2011, the USEPA announced a 413-page proposed rule for cooling water
intake structures at U.S. power plants; the deadline for public comment on the ruling
was August 18, 2011. The USEPA has yet to adopt regulations under CWA section
316(b) covering OTC for existing facilities; however, revised regulations are currently
pending and should become effective sometime in 2012. The proposed federal
regulations have three components (USEPA Fact Sheet, March 2011;

see: http://water.epa.gov/lawsregs/lawsguidance/cwa/316b/upload/factsheet proposed.

pdf).
1. First, existing facilities that withdraw at least 25 percent of their water from an

adjacent waterbody exclusively for cooling purposes and have a design intake
flow of greater than 2 million gallons per day (MGD) would be subject to an upper



http://water.epa.gov/lawsregs/lawsguidance/cwa/316b/index.cfm
http://water.epa.gov/lawsregs/lawsguidance/cwa/316b/upload/factsheet_proposed.pdf
http://water.epa.gov/lawsregs/lawsguidance/cwa/316b/upload/factsheet_proposed.pdf
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limit on how many fish can be killed by being pinned against intake screens or
other parts at the facility (impingement). The facility would determine which
technology would be best suited to meeting this limit. Alternately, the facility
could reduce their intake velocity to 0.5 feet per second. At this rate, most of the
fish can swim away from the cooling water intake of the facility.

2. Second, existing facilities that withdraw very large amounts of water--at least 125
MGD--would be required to conduct studies to help their permitting authority
determine whether and what site-specific controls, if any, would be required to
reduce the number of aquatic organisms sucked into cooling water systems
(entrainment). This decision process would include public input.

3. Third, new units that add electrical generation capacity at an existing facility
would be required to add technology that is equivalent to closed-cycle cooling
(continually recycles and cools the water so that minimal water needs to be
withdrawn from an adjacent waterbody). This can be done by incorporating a
closed-cycle system into the design of the new unit or by making other design
changes equivalent to the reductions associated with closed-cycle cooling.
Closed-cycle cooling systems—often referred to as cooling towers or wet
cooling-- are the most effective at reducing entrainment.

On May 4, 2010, the State Water Resources Control Board (SWRCB) adopted the
“Statewide Water Quality Control Policy on the Use of Coastal and Estuarine Waters for
Power Plant Cooling” (Statewide Policy).* The Executive Officer of the SWRCB also
convened the Statewide Advisory Committee on Cooling Water Intake Structures
(SACCWIS) to advise the State Water Board on the implementation of the Statewide
Policy. The Commission is represented on and a voting member of the SACCWIS,
along with representatives from the California Air Resources Board (CARB), California
Coastal Commission (CCC), California Energy Commission (CEC), California
Independent System Operator (ISO), California Public Utilities Commission (CPUC),
and SWRCB.

The Statewide Policy, which became effective on October 1, 2010, contains a schedule
for compliance by the various power plants within the State that use OTC. Power plant
owners and operators were required to submit to the SWRCB, by April 1, 2011, their
proposed implementation plans and schedules to ensure that the deadlines in the
Statewide Policy take into consideration local area and grid reliability, including
permitting constraints. Owner/operators, including the Commission’s lessees, with
offshore intake structures have already instituted changes to their operations by making
physical changes to their intake structures as required by the Statewide OTC policy

! A copy of the SWRCB's Statewide Policy and information on cooling water intake structures and OTC
are available at the following website: www.swrch.ca.gov/water _issues/programs/ocean/cwa316/.



http://www.swrcb.ca.gov/water_issues/programs/ocean/cwa316/

CALENDAR ITEM NO. 111 (conNT'D)

(i.e., reducing the size of openings in intake screens). Exhibit A is attached as an
example of Commission staff’s participation in the SACCWIS and is a September 29,
2011 report by the Committee of its review of implementation plans submitted by power
plant operators on April 1, 2011.2

Listed below are SWRCB compliance dates and owner/operator proposed
implementation schedules for the three power plants subject to the Commission’s
leases; SACCWIS reviewed this information at publicly noticed meetings on April 8,
2011, July 5, 2011, and September 29, 2011. Additional information was included in the
Draft Report presented to the SACCWIS on March 19, 2012, which will be submitted to
the SWRCB later in 2012.3

SWRCB Owner/Operator Proposed
Facility (Owner) | Unit| Compliance |Proposed Compliance| Compliance
Date Date (as of July 5, 2011) Plan
1 12/31/2017 Reti itch
Encina Power 2 12/31/2017 titgfyocrosovl\i"rtg
Plant, Carlsbad 3 12/31/2017 2017
(NRG) 4 12/31/2017 Retire or pursue
5 12/31/2017 other controls
El Segundo Power | 3 12/31/2015 2011 Retire or switch
Plant (NRG) 4 12/31/2015 2017 to dry cooling
1 12/31/2020 2022
Huntington Beach | 2 12/31/2020 Retire or switch
Power Plant (AES) | 3 12/31/2020 2012 to dry cooling
4 12/31/2020

e Encina Power Plant (Carlsbad)

In its implementation plan, NRG proposed different approaches for its five old
steam-boiler units. For Units 1-3, NRG proposes to repower these units with a
new flexible combined cycle facility, the Carlsbad Energy Center. NRG is
actively pursuing an application for certification with the CEC for this facility. For
Units 4-5, NRG asserts that space limitations at the site do not allow repowering
and, therefore, proposes retrofit measures under the statewide policy’s Track 2
compliance option. If Track 2 measures prove infeasible, NRG states it will retire
Units 4 and 5.

A copy of the September 29, 2011, Report of the Statewide Advisory Committee is available at
www.swrcb.ca.gov/water issues/programs/ocean/cwa316/saccwis/docs/rpt102911.pdf).

® For a copy of the March 19, 2012, Draft Report, see:
http://www.swrcb.ca.gov/water issues/programs/ocean/cwa316/saccwis/docs/drpt031912.pdf .



http://www.swrcb.ca.gov/water_issues/programs/ocean/cwa316/saccwis/docs/rpt102911.pdf
http://www.swrcb.ca.gov/water_issues/programs/ocean/cwa316/saccwis/docs/drpt031912.pdf
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e FEl Segundo Power Plant (El Sequndo)

Units 3 and 4 at El Segundo use OTC technology. NRG, the plant owner, is
constructing a repowering project that will consist of two combined cycle facilities
that will use dry air cooling. These facilities are expected to become
commercially operable in 2013. While NRG initially proposed retirement by 2011
as of July 5, 2011, they are still in the process of retiring Unit 3 (Units 1 and 2
have already been retired). The final compliance date for EI Segundo under the
statewide policy is December 31, 2015. In its implementation plan, NRG states
that it would also like to repower ElI Segundo Unit 4 and requests a delay in its
final implementation date until 2017.

e AES Huntington Beach Power Plant at Huntington Beach

Effective December 31, 2011, Huntington Beach Units 3 and 4 were retired from
service, resulting in a total decrease in cooling water use (using 2010 volumes)
of 272 trillion gallons. However, the California ISO recently informed SACCWIS
that (1) contingency planning is underway in the event that units at the San
Onofre Nuclear Generation Station (SONGS) will not be available for service this
summer and (2) it may be necessary to return Huntington Beach Units 3 and 4 to
service for the summer of 2012 in light of the current outage at SONGS; this
outcome would reduce the cooling water savings in 2012 from the early
retirement of Huntington Beach Units 3 and 4.

Commission staff continues to be an active member of the SACCWIS assuring the
Commission’s concerns continue to be addressed in any actions taken under the State
OTC policy. In 2013, SACCWIS intends to advise the SWRCB on operator requests to
extend the final compliance dates because of energy grid reliability or related issues.
As we have always done, staff will continue to monitor the activities of our lessees to
assure they are in compliance with the terms of the Commission’s leases, with specific
attention being paid to their efforts to meet State OTC policy’s scheduled compliance
deadlines as well as compliance with all other applicable regulations of other agencies.

EXHIBITS:
A. Report of the Statewide Advisory Committee on Cooling Water Intake Structures,
September 29, 2011
B. Power Plant List
RECOMMENDED ACTION

No action is required of the Commission at this time.



EXHIBIT A

Report of the Statewide Advisory Committee on Cooling
Water Intake Structures

September 29, 2011

i. Introduction and Executive Summary

The Statewide Advisory Committee on Cooling Water Intake Structures
(SACCWIS)' has prepared this report to the State Water Resources Control Board
(Water Board) in connection with implementation plans submitted by non-nuclear power
plant owners on April 1, 2011, as contemplated by the Water Board’s statewide policy
on the use of coastal and estuarine water for power plant cocling.? The statewide policy
requires SACCWIS to advise the Water Board on whether the statewide policy’s
compliance schedule takes info account electric grid reliability. Section 3(b){2) of the
Water Board’s statewide policy provides in part: “The SACCWIS shall review the owner
or operator's proposed impiementation schedule and report to the State Water Board
with recommendations no later than October 1, 2011." SACCWIS will also report to the
‘Water Board with recommendations on modifications to the impiementation schedule
every year starling in 2012.°

This report describes SACCWIS’ initial review and observations of
implementation plans submitted by power plant owners for generating facilities subject
to the statewide poiicy in the 1SO's balancing authority area. SACCWIS recommends

that the Water Board modify its statewide policy as follows:

! SACCWIS includes representatives from the California Ernergy Commission {CEC), California
Public Utilittes Commission {(CPUC), California Coastal Commission (CCC}, California State Lands
Commission (SLC), California Air Resources Board (ARB), the California independent System Operator
Carporation (150), and the Water Board.

: A copy of the Water Board's statewide policy, effective on Octeber 1, 2010, is available at the

following Web site;
hitp:/fwww waterboards.ca gov/water issues/programsiocean/owa3itidocs/policy1001 10, pdf

* Statewide policy at section 3.B{4),



» Develop a compliance schedule on a unit-by-unit basis at existing power
plants and on a facility-wide basis; and
» Require generators to supplement their implementation plans annually as

new information becomes available.

This report also describes analysis that the CPUC, CEC and |SO are undertaking
that will serve as a basis to advise the Water Board on or before March 31, 2012 of the
need for changes to the statewide policy's compliance schedule. This report does not
address implementation plans for the Diablo Canyen Power Plant or San Onofre
Nuclear Generating Staticn. These nuclear-fueled power plants are subjectto a
separate study process under the Water Board's statewide policy.

i SACCWIS’ review of generator implementation plans has resulfted in
several observafions that the Water Board should consider.

This section addresses the following issues, diséussed in more detail below:

+ SACCWIS' initial review of generator implementation plans.

s The implementation plans reflect the presumption that California should
preserve all generating capacity subject to the statewide policy.

= The need for the CPUC to authorize procurement by investor cwned
utilities. _

+ The Water Board should examine compliance on a unit-specific basis.

¢« The implementation plans refiect the presumption that Track 2 compliance
measures under the statewide policy can succeed.

¢ The Water Board will need additicnal information from power plant
oWners.

¢ The ISG, CRUC and CEC need to complete further analyses of generator

implementation plans.



A. SACCWIS has conducted an initial review of generator implementation
plans.

In advance of April 1, 2011, the Water Board issued letiers to each power plant
owner subject to the statewide policy specifying items to include in implementation
plans. The Water Board then hosted a workshop for generators on February 7, 2011.
Representatives of SACCWIS members, including the 1SO, CPUC and CEC
participated in this workshop. While the Water Board received implementation plans
from power piant owners on or about April 1, 2011, SACCWIS’ members and their
technical staff did not have immediate access to these implementation plans because of
the logistics of posting a large velume of information on the Water Board’s Web site and
because one generator owner requested confidential treatment of some information. In
order fo access confidential information, state agency members of SACCWIS signed a
memorandum of agreement (MOA), which required SACCWIS to meet so that
authorized representatives of each agency could sign the MOA. The ISO also signed
the MOA but separately entered into confidential agreements with generator owners
where needed so that the ISO could obtain confidential information for purposes of its
participaticn on the SACCWIS. At the request of the Water Board, SACCWIS focused
on providing a review of the Los Angeles Department of Water and Power's
implementation plan and devoted considerable rescurces to LADWP issues in
preparation for a Water Board meeting in July 2011.

Water Board staff and CEC staff both prepared assessments (in spreadsheet
format) of the generator implementation plans. This effort was intended to facilitate an
understanding of any differences between the implementation plans and the adopted
statewide policy, summarize how generators proposed to comply with the requirements
of the statewide policy, and whether these implementation plans were consistent with
other available information. CEC staff prepared an additional document describing, in
narrative form for each power plant subject {o the statewide owners, the power plant
owner's proposal for the units at that plant, further clarifications needed from the power
plant owner, and analyses that might be necessary to determine if the statewide policy’s

compliance schedule or the generator's implementation plans might result in electric



grid reliahility consequences.* 1S0 staff reviewed and edited this document, which was
discussed with the staff of SACCWIS' members. The CEC provided a copy of the
document to the Water Board staff as a guide to enable the Water Board to engage in

discussion with, or request further information from, each power plant owner.

B. The implementation plans reflect the presumption that California should
preserve all generating capacity subject to the statewide policy.

Most generator implemenlationlplans reflect that the aggregate capacity from all
power plants subject to the statewide policy should be preserved. In most instances,
generators propose to repower the units at an existing power plant facility using air as
oppoesed to wet cooling. Some generator owners propose to preserve the existing power
plant for some extended periad by implementing Track 2 measures, which the statewide
policy states may be accomplished by either operaticnal or structural controls, or both.
Generators can accomplish Track 1 compliance by implementing an acceptable cooling
technology, such as closed cycle wet cooling system or clesed cycle dry coeling. Only
one generator proposes to refit the cooling system of an existing power plant by
substituting the existing cooling system with air or evaporative cooling towers. Some
generator owners submitted scheduies showing multiple phases of repowering for the
varicus units at a power plant that will result in at least as much capacity as exists
today. These plans seek to minimize any periods of time in which construction of new
units combined with demolition of existing units would result in a loss of aggregate
power plant capacity. Many of these repowering proposals are for generators in the Los
Angeles Basin. The implementation plans reflect that existing units will retire when the
new units are completed and placed in-service. .

SACCWIS has reviewed available local capacity studies in the 1SO's balancing
authority area in conjunction with its review of generator implementation plans. Local
capacity studies identify the need for generation within a transmission constrained area
to serve end-user load and relieve contingencies. The ISO completes these studies
annually and makes three to five year projections to identify trends in local capacity

4 CEC and 1530 Staff, Overview of Further Information Needed from Generators about OTC
implementation Plans.



requirements. The ISQ’s most recent multi-year locai capacity area study dees not
appear to require replacing all existing capacity subject to the statewide policy with new
units on the same facility site.” This study finding, however, does not extend beyond
2015. A comparable study that will extend to 2021 is underway and will provide a better
foundation for assessing compliance dates in the statewide policy with local capacity
needs.

As new power plants come online, or as the transmission system evolves, local
capacity area requirements may diminish. In particular, transmission system upgrades
can reduce local capacity requirements if they survive environmental review.? By way of
example, San Diego local capacity requirements will shift when the Sunrise Power Link
transmission line ccmmences operation, reducing the need for near and mid-term
capacity in the core San Diego area by extending the local capacity bocundary eastward
to include capacity in the Impenal Valley. SCE lecal capacity requirements (in both the
Los Angeles Basin and Ventura/Big Creek local capacity areas} are projected 1o
diminish once SCE completes the Tehachapi Renewable Transmission Project, which
will bring additicnal transmission import capability to both of these local capacity areas.
The eastern edge of the Los Angeles Basin local capacity area, with completion of the
Vincent — Mira Loma 500kV lines and 230kV upgrades south of Vincent substation, will
shift substantially to the weast. As a result, some power plants located in the eastern
edge of the Los Angeles Basin that are currently able io satisfy local capacity
requirements will not qualify to satisfy the western Los Angeles Basin capacity
requirements. However, load serving entities must still procure adequate resources to
import into these areas. Assessing these zonal requirements is another important
element of verifying that compliance proposals do not threaten reliability.

SACCWIS believes that since comprehensive studies are still underway, the
Water Board does not need to consider all generator requests for compliance date
extensions at this time. Further studies are necessary to determine whether the capacity

of a plani, or an individual unit at a plant, is needed to serve as local capacity.

3 153Q, 2013-2015 Local Capacity Technical Analysis: Report and Study Results, December 2010,

8 IS0 studies only address the 1ISC portion of the Los Angeles area, and not local resources that
may be required for the LADWP service area or LADWP balancing auvthority area.
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Additionally, power plants subject to the statewide policy could play a useful role in
other dimensions in the overall electricity supply/demand balance, such as providing low
cost energy, ancillary services, or helping to integrate renewable resources by ramping
up and down each day to complement the production profile of wind and solar

resources, even if they are not required for local capacity purposes.

C. The CPUC needs fo authorize procurement by investor owned utilities.

Several implementation plans state that the CPUC must issue procurement
authority to the investor owned utilities in the CPUC’S current 2010 long-term
procurement plan proceeding to support the numerous steps necessary to for a new or
repowered generating facility to achieve commercial operation. These implementation
plans assert that failure to do so will mean that adopted compliance dates in the
statewide policy cannot be achieved. Any decision by the CPUC to authorize additional
procurements involves at least two considerations: 1) the utilities will not engage in
power purchase agreements absent CPUC authorization and guidance, and 2} the
timeline of the process to get a new power ptant operaticnal is extremely lengthy. It
starts with a utility obtaining procurement authorization, includes a competitive
solicitation and CPUC approval of a power purchase agreement, permitting by
applicable agencies, and construction of a new/repowered power plant. Even for power
plants with 2020 compliance dates, the generator owners assert that such dates may be
infeasible unless the CPUC acts within the next few menths. In contrast, the joint
energy agency proposal to Water Board linking proposed compliance dates with the
infrastructure planning and procurement process for the utilities envisioned that the
2012 long-term procurement process may serve to support 2020 comphance dates for

some generators.” Permitting delays or time lags in authorizing procurements,
however, could require extensions of these compliance dates.

SACCWIS agrees with one key aspect of the generator's implementation plans:
the CPUC must grant some procurement authority o facilitate the repowering existing
capacity or developing new green field projects to replace capacity subject to the

Statewide policy, Substitute Environmental Document, Appendix C,



statewide policy. It is not realistic to éxpect that generators will repower existing
capacity or develop new greenfield projects without a long-term power purchase
agreement from a utility. Butit is unlikely that the CFUC will grant broad authority to
utilities to engage in procurement activities that would allow generators to execute
power purchase agreements to support repowering capacity in the current long-term
procurement plan cycle. Rather, SACCWIS believes the CPUC will address this issue
in another proceeding or in the 2012 long-term procurement planning cycle.

D. The Water Board shbu.-'d examine unit-specific compliance patterns.

Despite the statewide policy’s use of a common compliance date for all units
within a facility, generator implementation plans propose compliance solutions that are
unit-specific. Some generator-owners provided detaited schedules for repowering
facilities that necessitate some new construction on available land within a facility
footprint, and then demcolition of existing units to allow any further development.
SACCWIS views unit-specific compliance dates as reasonable and appropriate,
although we are not prepared to endorse or oppose the specifics of each generator’s
implementation plan at this time. The Water Board should examine-unit specific

compliance as described in Section Il of this report.

E, The implementation plans refiect the presumption that Track 2
compliance measures under the statewide policy can succeed.

Under the statewide policy, power plant owners may pursue compliance under
Track 2, which involves reducing entrainment and impingement to specific levels using
either operational or structural controls, or both. Some generator-owners submitted
implementation plans that propose to investigate Track 2 measures for several years. If
these measures succeed, the implementation plans state that the generators will
attempt to obtain a multi-year power purchase agreement with a load serving entity for
the output of the plant that would aliow owner to support implementation of Track 2
measures. Generally, the timeline proposed in these generator implementation plans

for compliance is close to the adopied compliance date in the statewide policy. As a

2



result, these proposals may not allowr sufficient time for obtaining a power purchase
agreement to finance the upgrades if the feasibility of Track 2 measures remains
uncertain. If either the feasibility of a Track 2 measure remains in question or a power
purchase agreement is not obtained, then there may be little remaining time until the
compliance date. The generator's only option will be to shut down the facility {either
permanently or temporarily).While the adopted palicy contains provisions — Section
2.B{2) - to suspend a compliance date that would create electric grid reliability
concerns, SACCWIS recommends the Water Beard work to avoid triggering such
provisions through advance planning and close monitoring of generator implementation
plans.

SACCWIS believes that the Water Board must consider whether generator
owners are invesfigating Track 2 compliance mechanisms that really have a chance of
success. Some Track 2 compliance proposals, such as flow reduction, are considered
feasible; others, however, such as large-scale screening devices, have not yet been
proven in the marine environment. Although the Water Board should not discourage
research into, or demonstration of, emerging technelogies to reduce impingement and
entrainment as specified in the adopted statewide policy, the alternatives of a
“precipitous” loss of capacity or degradation of electric reliability are extremely
problematic. For this reason, it is important to require generators to update their
imp'lementation plans in arder to specify which measures they seek to implement,
applicable milestenes for successful implementation, and any necessary permits
required. The Water Board will need to track these updates to avoeid situations where

the loss of capacity could create reliability concerns.

F. The Water Board will need additional information from power plant
owners

SACCWIS believes the April 1, 2011 implementation plans submitted by most
generators are preliminary at this time. Many generators propose to repower units, if

they are successful in obtaining a CPUC approved power purchase agreement from a



load serving entity to support the rep'o*.-sissering.8 As referenced above, the CPUC is at an
early stage of determining how much procurement authority is prudent to issue to the
investor owned utilities. Most of the implementation plans do not clearly discuss
timeframes for an off-ramp decision to a plan to repower. The plans also do not discuss
how generators may transition to a plan to retire if they determine that is their only
compliance option. For example, generators located in the Scuth Coast Air Basin face
South Coast Air Quality Management District (SCAQMD) permitting issues. The
implementation plans for power plants in the Scuth Coast Air Basin reflect that these
generators will not need to provide criteria pollutant offsets for their repowering projects
by using SCAQMD’s Rule 1304 (a){2), which allows an exemption for a replacement
project. In the time since the generators submitted their implementation plans, however,
SCAQMD has adopted Rule 1325 for PM2.5 that does not permit the Rule 1304{a){2}
exemption.

SACCWIS recognizes that generators hoping to be successful in a repowering
cannot know all the steps of that process until the CPUC provides a procurement signal
and the utilities conduct solicitations. Generators also face uncertainty regarding what
air quality regulations will apply when they get to the point of seeking a permit. As this
and other infarmation becomes available, the Water Board will need more information
about compliance options and power plant owners will need to update their
implementation plans. Indeed, since power plant owners filed their implementation
plans on April 1, 2011, new information is already available in some cases (¢.g. the sale
by AES of Huntington Beach units 3 and 4 to Edison Mission Energy and their likely

retirement in 2013 -- far in advance of the current 2020 compliance date).

8 As a general rulg, electricity service providers (ESP) serving direct access customers are
reluctant to make commitments with suppliers over a sufficiently long time frame to justify investment in
new capacity because the typical ESP-customer relationship is of short duration. The Track 1 portion of
the CPUC’s 2010 leng-term procurement plan proceeding is intended fo determine if there is capacity that
investor owned utilities should facilitate developing on behalf of loads served by both the utilities and
elactric service providers. The CPUC has explored varicus mechanisms to reduce the rele of the utilities
in fostering power plant development, but no alternative has been adopted at this time.
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G. The ISO, CPUC and CEC need to complete further analyses of generator
implementation plans.

The technical staff of SACCWIS members are currently evaluating the
compliance dates submitted by generators in their implementation plans. Unfortunately,
the April 1, 2011 generator implementation plans are contingent on the feasibility of
Track 2 compliance measures and CPUC approval of long-term power purchase
agreements with load serving enfities. Furthermore, the interactions among the facilities
owned by separate companies could mean that incomplete or questionable information
from one owner may make it difficult for SACCWIS to recommend {fhanges to the
compliance schedule for each individual generator unit. Nonetheless, the CPUC, CEC
and ISO staff is proceeding with analysis based upon the information received at this
time, which will be useful in refining the existing methodology for examining focal
capacity area requirements. The results are expected later this year and will serve in
par to support any annual recommendations SACCWIS may make to modify the
statewide policy’s compliance schedule, starting in 2012. Moving forward, the IS0,
CPUC and CEC will need to conduct further studies whenever the generator owners

submit updated implementation plans.

1. The Water Board should modify the policy’s implementation schedule to
reflect compliance on a unit-by-unit basis.

SACCWIS recommends modifying the statewide policy’s implementation
schedule for all generators to reflect compliance on a unit-by-unit basis, and at the
facility level. As discussed in Section Il.D of this report, many generators provided
plans on a unit-by-unit basis, rather than for a generation facility as a whole. Unit-by-
unit compliance, while making the plans more detailed, provides several benefits.
Changing the implementation schedule to reflect this approach for generators in the
ISO’s balancing authority area will align the treatment of these generators with the
treatment of LADWP's generation units.’ Additionally, the CPUC is still considering the

s In July 2011, the Water Board adopted modifications to the statewide policy in part to base
compliance on a unit-by-unit basis for generation facilities in LADWP's balancing authority area.
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need to authorize resource procurerhent as part of its long-term procurement plan
proceeding as well as the actual resource characteristics needed in the individual local
capacity areas. Adopting a unit-by-unit compliance schedule wilf allow greater flexibility
in addressing the changes to the power plant fleet within a local capacity area. Under
this approach, an individual unit may retire, repower, or utilize another alternative, while

the remainder of the facility remains online.

V. The Water Board should consider modifying the policy to require
generators to supplement their implementation plans as new information
becomes available, '

SACCWIS recommends modifying the policy to require generators o supplement
their implementation plans annually as new information becomes available. These
updates might occur as a one generator learns that Track 2 measures it was
investigating are unlikely to lead to compliance with impingement or entrainment
reductions required by the statewide policy, or as many generators modify their
expectations as a result of a decision issued by the CPUC in a procurement proceeding.
As discussed in Section Il of this report, the generator implementation plans submitted
on April 1, 2011 are preliminary. |

Many implementation plans for repowering include a caveat that the owner needs
to secure a CPUC-approved loeng-term power purchase agreement. Several generator
owners/operators propose to comply with the stalewide policy using Track 2 measures
{reducing impingement mortality and entrainment of marine life for the facility, on a unit-
by-unit basis, to a comparable level to that which would be achieved under clesed cycle
wet cooling). It is unclear what technology they will use and if that technology will be
acceptable to the Water Board to mitigate environmental issues arising from the use of
once through cooling. Based on our experience with the statewide policy to date, the
Water Board should require generator owners/operators to supplerhent their original
implementation plans at specified intervals as new information becomes available,

SACCWIS believes it will also need additional information from generators to
justify future recommendations it may make to the Water Board as a consequence of

reliability assessments. This information may include but is not limited to technology
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proposals for Track 2 compliance as well as firm commitments from generators with
respect to whether they will proceed with re-powering or retrofitting with an acceptable
cooling technolegy {i.e., dry or wet cooling). SACCW!IS recommends that generators

provide any necessary updates to their implementation plans on Apiil 15 of each year.

V. The 1SQ, CPUC and CEC are undertaking studies to assess capacity needs
in the 1SQ's balancing authority area, which may support a
recommendation to modify the compliance schedule in the statewide

policy.

The IS0, in collaboration with the CPUC and the CEC, is undertaking
comprehensive studies to assess potential reliability impacts to the 1ISO balancing
authority area that may result from implementation of the Water Board’s statewide
policy. The analyses will include both the use of power flow study cases and the Load
and Resource Scenario Analysis Screening Tool developed by the 1SO, CPUC and
CEC. The 1SO will perform power flow {as well as stability) studies for a long-term
horizon {j.e., 2021). The Load and Resource Scenario Analysis Screening Tool will
include screening local capacity areas, zonal and system resource needs for every year
of the ten-year planning horizon (i.e., 2012 — 2021). These analyses will aim to identify
the amount of generation needed to maintain reliability in local capacity areas, zonal
areas (i.e., NP26 or $P26) and the entire |30 system in light of the statewide policy,
and the fimeframe for these needs, which is critical to any recommended modifications
fo compliance dates in the statewide policy. These studies will help assess whether

generating facilities outside of a local capacity area such as those at the Moss Landing
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power plant are still critical for electric grid reliability. ' The I1SO is undertaking these
analyses as part of the 1ISO 2011/2012 transmission planning process. "’

The analyses include four renewables portfolio standard scenarios. Additionally,
two load leveils will be evaluated: (1) a high-net load scenario in which the CEC adopted
load forecast from the 2009 Integrated Energy Policy Report will be used; and (2) a mid-
net load scenario used in the CPUC’s long term procurement planning process, which is
also based on the CEC adopted Ioad forecast from the 2009 integrated Energy Policy
Report. For the mid-net load scenario, the CPUC incremental energy efficiency,
combined heat and power and demand response inputs are used.”® The I1SO, CEC and
CPUC agreed to study these assumptions as sensitivities to the high-net load scenario.
As part of the reliability assessment, the 1ISO will evaluate two generation scenarios: (1)
minimum generation requirements to meet local, zonal and system reliability needs; and
(2) modeling of the generators’ implementation plans submitted under the statewide
policy.™

Another important consideration arising from the statewide policy is the

connection between generating units using once-through ceeling and renewable

1 Moss Landing capacity is not within the Greater Bay Area local capacity area, but the IS0 does

have operating procedures that rely upon Moss Landing capacity under some load conditions, The
absence of Moss Landing capacity can trigger commitment and dispatch of separaie capacity located in
the Contra Costa and/or Pittsburg local capacity sub-areas within the Greater Bay Area. The retirement of
Moss Landing may therefore require additional capacity within the Greater Bay Area. The 2600 MW of
capacity at Moss Landing also represents about 10 percent of the entire NPZ6 capacity, requiring
consideration of supply/demand balances for the entire NP26 zohe.

n See, pp. 38-40 of the I1S0's 2011/2012 Transmission Planning Process Study Plan available on
the {50's Web site: bito/fwww.caiso.com/Documents/2011-
2012I50TransmissionPlanningProcessFinalStudyPlan pdf

Additional materials describing this effort are available on the 150 web site:

hitp./www caiso com/Documents/Qnce%20through%20cooling%20and%20Assembly % 208ill%2013 18%
20studies

12 The CPUGC included 5687 MW for incremental Energy Efficiency, 1638 MW for combined heat
and power, and 5100 MV for demand response for the mid net load scenaric.

B In parallel to the Review Committee established by the Water Board's statewide policy to
undertake a cost assessment of implementing impingement and entrainmeant reductions at the two
nuclear facilities, the 1SC plans to assess the implications of the loss of capacity at the two nuclear
facilities as a result of the Nuclear Regulatory Commission relicensing process.
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integration. Replacement infrastructure will need to retain or improve the capabilities of
these units to support renewable integration {whether by the repowered plants or
replacement capacity). Analyses of these needs may also result in recommended

changes to the compliance dates in the statewide policy.

Vi. SACCWIS will provide a report fo the Water Board on the results of the
studies fo assess capacity needs in the ISO's balancing authority area by
March 31, 2012, including any recommendations to revise the compliance
schedule in the statewide policy if the studies support a revision.

The statewide policy contemplates that SACCWIS will provide a report to the
Water Board each year starting in 2012, with recommendations on modifications to the
implementation schedule.™ The statewide policy calls for the first such report on or
before March 31, 2012. As described in Section V of this report, the IS0, CPUC and
CEC are undertaking an analysis of local area and grid reliability needs in the 1SO's
balancing authority area in light of the generator implementation plans. The ISO intends
to present the results of those studies later this year in the context of its transmissian
planning process. These study results will serve in part to support any
recommendations that SACCWIS will make to revise the implementation schedule
under the statewide policy.

In addition, the Water Board's recently adopted amendments to the statewide
policy to address the compliance schedule for LADWP provides in part that the Water
Board will consider further modifications to the compliance dates for certain LADWP
units when LADWP submits information in response to any requests SACCWIS makes
by January 1, 2012. SACCWIS may also recommend revisions to the implementation
schedule under the statewide policy based on any information it receives from LADWP.

SACCWIS believes the Water Board can address the recommendations set forth
in this report and any recommended modifications to the implementation schedule it
may make on or before March 31, 2012, as part of a consolidated process during the
second and third quarters of 2012, This approach will provide certairity to affected

14 Statewide policy at section 3.B(4}.
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interests and avoid the need to administer multiple, overlapping processes that may

result in changes to the statewide policy.
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Exhibit B - Power Plant List

Power | Power Plant| Rental | Location | Lessee/Operator| Lease | State OTC
Plant Location of Intake/ Term | Complianc
Name Discharge e Date
I INLAND
Mirant- Near $13,140 1 discharge Southern Energy 25-yrs 1213112017
Delta Antioch/Doland into San Delta, LLC
PRC 415 Island, Contra Joaquin River 6/14/99 to
Costa County 8/13/24 ]
Haynes 30.0 Life of 12/31/2019
Generating | LA/Orange San Gabriel LADWP Structure
Station County River
PRC 3154
COASTAL
Diablo Pt. Buchon, San | $260,000 | Pacific Ocean 49-yrs 12/31/2024
Canyon Luis Obispo Intake/Qutfall | PG&E
PRC 4307 County Conduits 6/1/70 to
5/31/19 ]
$34,731 Pacific 14-yrs 12/31/2020
Ormond Ormand Beach, Ocean, 1 Gen On Energy inc.
PRC 4196 | Ventura County Intake P/L 2124103 to
1 discharge 4/2317
PIL )
$350,000 | Pacific 30-yrs 12/31/2015
El Segundo | Santa Monica Ocean, 2 El Segundo Power,
PRC 858 | Bay, LA Intake LLC 12/14/2006
County pipelines/ 2 to
discharge 12/13/2036
pipelines
San Onofre | San Onofre near | $21,727 Pacific Ocean | Southern California 42-yrs 1213112022
Nuclear San Clement, Intake/Outfall | Edison Co
PRC 3183 | San Diego Conduits 3781 to
County 2/28/23
Huntington $82,000 | Pacific 20-yrs 12/31/2020
Beach Huntington Ocean AES Huntington
Generation | Beach, Orange 1 Intake P/L Beach, LLC 8/8/06 to
Station County 1 discharge 817126
PRC 1980 PIL : ]
$136,969 | Intake in 20-yrs 12/31/2017
Encina Carlsbad, San Agua Cabrillo Power
PRC 8727 | Diego County Hedionda 12/14/2006
Lagoon to
Pacific 12/13/2026
Ccean
Qutfall o
Scattergood $0.0 Pacific Ocean 49-yrs 12/31/2024
Generating | Los Angeles Intake & LADWP 4/1/1980 to
Station QOuitfall 03/31/2029
PRC 5923 Pipelines ]
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