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Dear Ms. Jones: 

650 Town Center Drive, 20th Floor 

Costa Mesa, California 92626-1925 

Tel: +1.714.540.1235 Fax: +1.714.755.8290 

www.lw.com 

FIRM I AFFILIATE OFFICES 

Abu Dhabi Munich 

Barcelona New Jersey 

Brussels New York 

Chicago Orange County 

Doha Paris 

Dubai Rorne 

Frankfurt San Diego 

Harnburg San Francisco 

Hong Kong Shanghai 

London Silicon Valley 

Los Angeles Singapore 

Madrid Tokyo 

Milan Washington, D.C. 

Moscow 

037484-0006 

On behalf of the City of Vernon (City), we hereby respond to your letter to Donal 
O'Callaghan of the City, dated May 7, 2009, wherein you requested additional information 
regarding how the City plans to address emission offset requirements for the Southeast Region 
Energy Project (SREP) in light of developments in the South Coast Air Quality Management 
District (SCAQMD) affecting the availability of emission offsets. You have indicated that you 
plan to use this information to evaluate whether or not it would be appropriate for staff to request 
that the project siting committee suspend further work on the application. 

As you point out in your letter, it was the City's intention to rely on SCAQMD Rule 
1309.1 - Priority Reserve as its source of emission offsets for particulate matter (PM) and sulfur 
oxides (SOx). As you point out, that option has been precluded for the time being as a result of a 
ruling in California Superior Court. 1 As a result, the City has been actively pursuing a number of 
alternative sources of offsets. As set forth below, there are a number of viable options for 
satisfying the emission offset requirement for the SREP, some of which may come to fruition in 
the very near term. 

On February 27,2009, California Senator Rodney Wright introduced Senate Bill No. 696 
(SB 696)? SB 696 would authorize the SCAQMD to make emission offsets available from its 
internal emission offset accounts to various types of projects, including electric generating 

1 NRDC et al. v. SCAQMD, Case Number B 11 0792. 

2 SB696 is available at http://info.sen.ca.gov/cgi-
bin/postquery?bill_ number=sb _ 696&sess=CUR&house=B&site=sen (last visited 5/28/09). 
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facilities, under specified circumstances. It would further exempt the actions of the SCAQMD 
from review under the California Environmental Quality Act. SB 696 would provide an 
alternative legislative solution for the SREP. SB 696 is also an urgency bill which would take 
effect immediately upon being signed by the Governor. 

The City is participating in the newly established SCAQMD working group that was 
formed to develop new mechanisms for creating PM offsets. The first mechanism that is being 
considered by this working group is the generation of offsets from the paving of unpaved roads, 
as has been done in other California air districts. We understand that proposed rule language has 
been developed, and that it will be made available by SCAQMD soon. The proposed rule is 
modeled on other rules which have been adopted in California and Arizona, and in the case of 
Arizona, approved by EPA into the state implementation plan. The CEC has ~reviously 
approved projects which have offset their PM emissions through road paving. 

SCAQMD staffhas also committed to clarifying or amending the rules governing its SOx 
RECLAIM program to allow all electric generating facilities to opt into that program and thereby 
satisfy their SOx emission offset obligation using SOx RECLAIM Trading Credits (RTCs). SOx 
RTCs are generally available on the open market. Under current rules, it is clear that electric 
generating facilities owned by the investor owned utilities can opt into the SOx RECLAIM 
program, but it is less clear that other projects can do so. 

As summarized above, the City is working diligently on its own and with the SCAQMD 
on a number of alternative sources of emission offsets for the SREP. We have every reason to 
believe that one or more of these options will come to fruition and will allow the City to secure 
the offsets necessary to complete development of the SREP. We also note that as far as the City 
is aware, the staff is not actively working on this pending application. Therefore, the existence 
of the open application is not resulting in a diversion of scarce resources from other matters. 
Under the circumstances, the application for the SREP should remain active. 

Thank you for your attention to this matter. Please let me know if you have any further 
questions. 

Cc: Mohsen Nazemi, SCAQMD 
Donal O'Callaghan, City of Vernon 
Krishna Nand, City of Vernon 

Very truly yours, 

~(cL~/ 
Michael J. Carroll 
Of LATHAM & WATKINS LLP 

3 High Desert Power Project (97-AFC-Ol) and Victorville 2 Hybrid Power Plant (07-AFC-Ol). 
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APPLICANT 

DonalO'Callaghan 
Director of Light and Power 
City of Vernon 
4305 So. Santa Fe Avenue 
Vernon, California 90058 
docallaghan@ci.vernon.ca. us 
rtoering@ci.vernon.ca.us 
e.fresch@sbcglobal.net 

John Carrier 
Environmental Consultant 
CH2M Hill 
2485 Natomas Park Dr. #600 
Sacramento, California 95833-2937 
john.carrier@ch2m.com 

COUNSEL FOR APPLICANT 

Jeff A. Harrison, City Attorney 
City of Vernon 
4305 So. Santa Fe Avenue 
Vernon, California 90058 
j harrison@ci.vernon.ca. us 

INTERESTED AGENCIES 

Albert Fontanez 
Assistant Planner 
City of Huntington Park 
6550 Miles Avenue 
Huntington Park, California 90255 
afontanez@huntingtonpark.org 
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Felipe Aguirre 
Paul Phillips, CAO 
City of Maywood 
4319 E. Slauson Ave 
Maywood California 90270 
felipe.aguirre@cityofmaywood.com 
paul.phillips@cityofmaywood.com 

Eric Saltmarsh 
Electricity Oversight Board 
770 L Street, Suite 1250 
Sacramento, California 95814 
esaltmarsh@eob.ca.gov 

Christine Bucklin, P.G. 
Michel Iskarous, P.M. 
Department of Toxic Substances Control 
9211 Oakdale Ave. 
Chatsworth, California 91311 
cbucklin@dtsc.ca.gov 
miskarous@dtsc.ca.gov 

Mohsen Nazemi 
South Coast Air Quality Mgmt. District 
21865 E. Copley Drive 
Diamond Bar, California 91765-4182 
mnazemi 1 @aqmd.gov 

INTERVENORS 

Marc D. Joseph 
Gloria D. Smith 
California Unions for Reliable Energy 
Adams Broadwell Joseph & Cardozo 
601 Gateway Blvd., Suite 1000 
South San Francisco, California 94080 
gsmith@adamsbroadwell.com 
mdjoseph@adamsbroadwell.com 

Irwin Miller, President 
Rite-Way Meat Packers, Inc. 
5151 Alcoa Avenue 
Vernon, California 90058 
irwin@rose-shore.com 
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Bahraim Fazeli 
Communities for a Better Environment 
5610 Pacific Boulevard, Suite 203 
Huntington Park California 90255 
bfazeli@cbecal.org 

Shana Lazerow 
Communities for a Better Environment 
1440 Broadway, Suite 701 
Oakland, California 94612 
slazerow@cbecal.org 

Lucy Ramos, President 
Mothers of East L. A. 
P. O. Box 23151 
Los Angeles, CA 90023 

Antonia Mejia 
3148 Aintree Lane 
Los Angeles, CA 90023 

Miguel Alfaro 
Los Angeles City Council District No. 14 
2818 East Guirado Street 
Los Angeles, Ca 90023 

Council Member Jose Huizar 
200 N. Spring Street, Room 465 
City Hall 
Los Angeles, CA 90012 
councilmember.huizar@lacity.org 

Council Member Jan Perry 
Los Angeles City Council Dist. No.9 
200 N. Spring Street, Room 420 
City Hall 
Los Angeles, CA 90012 
Jan. Perry@lacity.org 

Teresa Marquez, President 
Boyle Heights Resident Homeowners Association, Inc. 
3122 East 3rd Street 
Los Angeles, CA 90063 
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David Pettit 
Tim Grabiel 
Natural Resources Defense Counsel 
1314 Second Street 
Santa Monica, CA 90401 
dpettit@nrdc.org 
tgrabiel@nrdc.org 

Ellen Sandt, Deputy Chief Executive 
Howard Choy, Division Manager 
Energy Management Internal Services Department 

c/o 
Behnaz Tashakorian, Esq. 
Allison Morse, Esq. 
628 Kenneth Hahn 
Hall Of Administration 
500 W. Temple Street 
Los Angeles, CA 90012-2713 
btashakorian@counsel.lacounty.gov 

ENERGY COMMISSION 

Julia Levin 
Commissioner and Presiding Member 
j levin@energy.state.ca. us 

James D. Boyd, Commissioner 
Vice Chairman and Associate Member 
iboyd@energy.state.ca.us 

Gary Fay 
Hearing Officer 
gfay@energy.state.ca.us 

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

Jared Babula 
Staff Attorney 
i babula@energy.state.ca. us 

Public Adviser 
publicadviser@energy.state.ca.us 
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DECLARA TION OF SERVICE 

I, Paul Kihm, declare that on June 8, 2009, I served and filed copies of the attached: 

LETTER FROM MICHAEL CARROLL TO MELISSA JONES 

to all parties identified on the Proof of Service List above in the following manner: 

California Energy Commission Docket Unit 

~ Transmission via electronic mail and by depositing one original paper copy with FedEx 
overnight mail delivery service at Costa Mesa, California, with delivery fees thereon fully 
prepaid and addressed to the following: 

CALIFORNIA ENERGY COMMISSION 
Attn: DOCKET NO. 06-AFC-4 
1516 Ninth Street, MS-4 
Sacramento, California 95814-5512 
docket@energy.state.ca. us 

For Service to All Other Parties 

~ Transmission via electronic mail to all email addresses on the Proof of Service list; and 

~ by depositing one paper copy with the United States Postal Service via first-class mail at 
Costa Mesa, California, with postage fees thereon fully prepaid and addressed as provided 
on the Proof of Service list to those addresses NOT marked .. email preferred." 

I further declare that transmission via electronic mail and U.S. Mail was consistent with the 
requirements of California Code of Regulations, title 20, sections 1209, 1209.5, and 1210. 

I declare under penalty of perjury that the foregoing is true and correct. Executed on June 8, 
2009, at Costa Mesa, California. 

Paul Kihm 
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