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May 13, 2002

Via e-mail, facsimile and US Mail delivery

Judy C. Huang

California Regional Water Quality Control Board

San Francisco Bay Region, NPDES Division

1515 Clay Street, Suite 1400

Oakland, California 94612

Fax: (510) 622-2460

Email:  jch@rb2.swrcb.ca.gov

Re:
Tentative Order and Tentative Self-Monitoring Program for Mirant Delta LLC – Pittsburg Power Plant, Pittsburg, Contra Costa County (NPDES Permit Reissuance)

Dear Ms. Huang:

In accordance with the April 12, 2002, Notice of Public Hearing regarding the Tentative Order related to the Mirant Delta, LLC – Pittsburg Power Plant, the California Independent System Operator (ISO) respectfully submits its written comments on the tentative discharge permit for the Pittsburg Power Plant. The ISO supports the reissuance of a discharge permit for the Pittsburg Power Plant that would allow the ISO to dispatch key units at the plant when needed to maintain the reliability of the electricity grid. 

The ISO is a non-profit public benefit corporation organized under the laws of the State of California and responsible for the reliable operation of a grid comprising the transmission systems of Pacific Gas and Electric Company, Southern California Edison Company, San Diego Gas and Electric Company and the City of Vernon, California, as well as for the coordination of the competitive ancillary services and real-time energy markets in California.  California Public Utilities Code Section 345 provides that the ISO "shall ensure efficient use and reliable operation of the transmission grid consistent with achievement of planning and operating reserve criteria no less stringent than those established by the Western Systems Coordinating Council and the North American Electric Reliability Council."   The ISO must consider environmental limitations affecting key generating units as it undertakes to reliably operate the transmission grid.  Equally, the ISO believes that environmental limitations should be devised in a manner that considers their impact on the ISO's ability to maintain grid reliability.  These comments set forth some of the important implications for grid reliability that should be considered by the Board in assessing the tentative discharge permit for the Pittsburg Power Plant.  The ISO would be happy to provide any further information on these matters that could be helpful to the Board in reviewing the tentative permit.

Maintaining the reliability of the transmission grid must address two aspects: local reliability and overall system reliability.  The ISO relies in part on Reliability Must Run (RMR) agreements to assure local and overall system reliability.  RMR agreements are annual agreements that can be renewed from year to year by the ISO and that allow the ISO to dispatch units as needed to ensure that the ISO can reliably operate the transmission grid in particular locations; and to rely on units subject to the RMR agreements as a last resort source of system reserves.  Further, the ISO has the ability to issue dispatch instructions to generating units to during system emergencies, as necessary to maintain system reliability.  In addition, under current Federal Energy Regulatory Commission requirements, units must offer their capacity to the ISO in real time so that they can be dispatched if needed to meet customer demand for electricity.   However, directives from the ISO do not relieve generating units from complying with state environmental regulations.  For example, the RMR agreement does not permit the ISO to dispatch generating units in violation of environmental limitations documented in the RMR agreement.   

Many of Mirant's Greater Bay Area units, including some of the Pittsburg units, are subject to an RMR agreement because they are often required to operate to maintain grid reliability in the Greater Bay Area.  Mirant RMR units include Pittsburg units 5, 6 and 7; Contra Costa units 6 and 7, and Potrero Unit 3.  In addition, Mirant's fleet of generating units provide resources in Northern California to meet the areas customer electricity needs.   Nonetheless, the operation of Mirant's fleet of generating units is restricted by NOx emission limitations.  In providing for reliable operation of the transmission grid, it is important to understand these NOx limitations and how these interact with water discharge limitations. 

Mirant's Greater Bay Area steam turbines, including Pittsburg units 1 – 7, are subject to a NOx emissions limitation "bubble".  Since January 1, 2002, under the bubble, Mirant must maintain the emissions from its fleet of Greater Bay Area steam turbines under an average of 47 ppm, a significantly more stringent limit than the 87 ppm limit that applied during 2001.  This “bubble” emissions limitation will be further reduced to 31 ppm in 2004 and to 15 ppm in 2005.  Each unit in Mirant’s Greater Bay Area steam turbine fleet has a different emission rate.  Since January 1, 2002, in order to operate dirtier units without violating the NOx bubble, it has been necessary to operate some of the Mirant cleaner units to make "room" for the dirtier unit under the bubble.  

One Mirant RMR unit that is of particular concern for the ISO is Potrero Unit 3.  This unit is often vital to maintain reliability in the San Francisco area, and is also very valuable in maintaining reliability in Greater Bay Area.  Nonetheless, Potrero Unit 3 is one of the dirtier Mirant Greater Bay Area steam turbines and hence requires operation of a very clean unit to make room for Potrero Unit 3 under the NOx bubble.  At this time, Contra Costa Unit 7 and Pittsburg Unit 6 are very clean units, and Pittsburg Unit 5 is expected to be a very clean unit in the near term.

In the past, water discharge considerations associated with striped bass entrainment losses from May through July resulted in a requirement that Pittsburg Unit 7 be operated at full load in advance of operation of other Mirant Delta units (commonly referred to as "Delta Dispatch").  However, if this rule is applied rigidly, at a time when the ISO requires operation of Potrero Unit 3 to maintain reliability in San Francisco, it would be necessary to dispatch Pittsburg Unit 7 at full load to comply with Delta Dispatch, and a very clean Mirant Delta unit (Contra Costa Unit 7, Pittsburg Unit 6, or Pittsburg Unit 5) at something close to full load in order to allow for operation of Potrero Unit 3 under the NOx bubble.  While complying with the letter of environmental requirements, this result would be costly and would not provide benefits either to air or to water quality.   

The ISO notes moreover, that although at this time the ISO's concerns associated with operation of Mirant's Pittsburg units relate primarily to their status as RMR units, last year during the energy crisis, there were broader supply sufficiency concerns that justified departures from a rigid implementation of Delta Dispatch requirements in order to maintain system reliability.  While the ISO hopes that the addition of substantial generation in the past year will prevent this situation from recurring in the near future, given that the reissued permit is to be in effect until 2007, the possibility of supply sufficiency concerns recurring before the expiration of the permit cannot entirely be ruled out.

Fortunately, to date, Delta Dispatch requirements have provided for some flexibility to depart from the rule, when necessary to maintain system reliability.  The ISO considers that, particularly in light of the reliability and NOx considerations outlined above, it is important to retain this flexibility to ensure that going forward the ISO can continue to maintain reliability while balancing air and water quality considerations.  Thus, the ISO urges that any Delta Dispatch requirements retained in the reissued permit continue to allow for exemptions from the rule if necessary to maintain system reliability.  In fact, the ISO considers that it would be helpful to clarify in any permit language relating to Delta Dispatch, that Mirant would be exempt from rigid compliance with Delta Dispatch if necessary to maintain system reliability in response to a dispatch instruction issued by the ISO.  In addition, the ISO would welcome a clarification that a dispatch instruction from the ISO would be adequate evidence of a system reliability need that would justify an exemption from Delta Dispatch.  

In sum, the ISO supports re-issuance of the discharge permit to Pittsburg Power Plant, because three of the seven units at the plant are needed to maintain the local and overall system reliability of the grid and the Pittsburg Power Plant provides generation resources to meet customer electricity demand in Northern California.  In addition, the ISO urges the Board to retain the current flexibility to deviate from Delta Dispatch requirements if necessary to maintain system reliability.   The ISO would welcome clarification in the permit that a dispatch instruction from the ISO is adequate evidence of a system reliability need that would justify an exemption from Delta Dispatch.  The ISO would be happy to discuss with Mirant, the California Regional Water Quality Control Board and any other affected parties and agencies, any further adjustments that could or should be made to the discharge permit requirements to balance the objectives of reliable electric service, water quality and air quality.

Kindest regards,

Robert C. Kott

Manager of Reliability Contracts

RK:du

cc:
Steve Huhman (Mirant)

bcc:
(via hard copy)


D. Le Vine


(via electronic transmission)

R. Cashdollar

K. Graves

J. Sole


J. Goodin
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