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From: Michael Boyd <michaelboyd@sbcglobal.net>

To: <debra.bolton@mirant.com>, <Jeffrey.russell@mirant.com>

CC: <docket@energy.state.ca.us>, <el00-95@lists ferc.gov>, <cityattorney@sfg...

Date: 11/7/2007 12:19 PM

Subject: Re: 04-AFC-1 and EL00-95-000 | am attempting to determine if Mirant has entered in to

negotiations with the City and County of San Francisco (CCSF) to shutdown their Potrero Hill power plant
once the California Independent System Operator Corporation determines it is no longer needed for
reliability?

Attachments: MirantDealTermSheet.pdf

Dear Debra Bolton and Jeffrey Russell,

| recieved the attached Term Sheet that shows that it was signed by Mirant's CEQ with the City and
County of San Francisco (CCSF) to shutdown their Potrero Hill power plant once the California
independent System Operator Corporation determines it is no longer needed for reliability. This Term
Sheet does not constitute an Agreement. | am writing to request Mirant speak with CARE's legal counsel
to inform CARE prior to entering in to any agreement with CCSF so as to appraise Mirant of any adverse
effects this may have on CARE's members and any remedies required to mitigate these advers effects
prior to entering the agreement. Mr. Martin Homec can be reached at (530) 867-1850.

Thanks you for your assistance,

Mike Boyd-CARE DOC KET

Michael Boyd <michaelboyd@sbcglobal.net> wrote: 3 _1
Debra Raggio-Bolton . M'AFC Q,

Mirant Americas, Inc. —
601 13th St NW Ste 850N DATE MoV 0 7 207

Washington, DISTRICT OF COLUMBIA
UNITED STATES [RECD, % 0 7 aw

debra.bolton@mirant.com

Jeffrey S. Russell

VP West Region Operations
Mirant California, LLC

P.O. Box 192

Pittsburg, California 94565
Jeffrey.russell@mirant.com

Dear Debra Bolton and Jeffrey Russell,

1 am attempting to determine if Mirant has entered in to negotiations with the City and County of San
Francisco (CCSF) to shutdown their Potrero Hill power plant once the California Independent System
Operator Corporation determines it is no longer needed for reliability? If the answer is yes can | please
have a copy of the agreement the Chronicle states the Mayor's office has made with Mirant.

CAlifornians for Renewable Energy, Inc. {CARE's} claims against Mirant in behalf of energy ratepayers
arose prior to Mirant's bankruptcy. This is demonstrated by the attached ruling by the Mirant bankruptcy
court granting CARE leave to pursue our claims that arose out of the energy crisis of 2000 and 2001
against Mirant.

Likewise our claims against the California Department of Water Resources (DWR) arose out of the
energy crisis of 2000 and 2001. In this case the CCSF's combustion turbine project is a DWR contract that
arose out of a settlement agreement between Williams Energy, CCSF, and the state that arose out of the
energy crisis of 2000 and 2001.
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Mr. Lynne Brown, who is the Vice-President of CARE, resides at 24 Harbor Road in Bay View Hunters
Point San Francisco, along with his family. CARE has a lease for office space with the Grace Tabernacle
Church at 1125 Oakdale Avenue also located in Bay View Hunters Point San Francisco and Mr. Brown
has his office there. Mr. Brown is a Plaintiff in a suit in the Federal District Court in San Francisco Case
No.: C-07-4936-JCS against the CCSF CTs and Mirant's agreement with CCSF might prejudice his case
before the court so | am seeking to determine whether or not Mirant is taking action that is adverse to
CARE's members interests in this regard?

Thank you for your clarification of this matter.

Michael E. Boyd President CARE
5439 Soquel Drive
Soquel, CA 95073
Phone (408) 891-9677
here --> :
Regulators approve S.F. power plant
David R. Baker, SF Chronicle Staff Writer
Thursday, November 1, 2007

San Francisco energy officials have unanimously approved building a $230 million power plant near
Potrero Hill, a project they say will finally let the city close an older, dirtier plant nearby.

Wednesday's vote by the San Franciscd Public Utilities Commission represented one of the last
government approvals needed before construction can begin on the plant, which will be located near the
bay at 25th Street.

The commission's staff now must finalize an agreement with J-Power, a Japanese power company that
would build the plant.

That agreement must then be approved by the Board of Supervisors to take effect, with a vote possible
before Thanksgiving. The board endorsed the project in concept earlier this week.

Once up and running, the plant will eliminate the need for an older power plant nearby, owned by Mirant
Corp. of Atlanta. Neighbors and city officials have wanted to close Mirant's Potrero Hill plant for years. But
they have been blocked by the managers of California's power grid, who insist that San Francisco have at
least one working power plant within city limits to ensure that power stays on during an emergency.

"To me, this is the only way we can get it done and get Potrero closed, once and for all,” said Ann Moller
Caen, the commission's vice president.

The project's opponents had feared that Mirant might keep its plant open anyway, giving southeastern
San Francisco two fossil-fuel power plants instead of one.

But on Tuesday, Mirant and city officials reached an agreement to shut the older plant as soon as the
state's power grid managers say it's not needed.

In return, the city will help the company explore ways to redevelop the 27-acre site and will give speedy
consideration to rezoning the property, said Jesse Blout, Mayor Gavin Newsom's director of economic
development.

That agreement changed the terms of the debate, erasing one of the utilities commission's main
concerns.

Commissioners also insisted that the agreement with J-Power limit the new plant's operations. The plant
- which will have three combustion turbines burning natural gas - was designed to be a peaker, supplying
power only when the state’s need for electricity is high.
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But the project's state government permits would have allowed J-Power to run it far more often, creating
more pollution as a result. So the J-Power contract will specifically state that the plant will run only when
the state's power grid manager, the California Independent System Operator, decides it is needed.

The commission also will explore the possibility of running just two of the turbines instead of three.

Commissioner Richard Sklar, who had been sharply critical of the project, said the changes vastly
improved the deal, enough that he could support it.
"We didn't get to perfection, but we've come a long way from where we were," he said.

But not all of the project's critics were satisfied. Southeastern San Francisco has endured more industrial
pollution than the rest of the city, and many of its residents hate the idea of replacing one power plant with
another.

Environmentalists, meanwhile, question the wisdom of building a new fossil fuel plant when the city is
trying to cut its emissions of greenhouse gases and fight global warming.

"We ask that you find a zero-emission alternative. That hasn't happened yet," said Joshua Arce,
executive director of the Brightline Defense Project, a nonprofit group that has sued to stop the plant.

E-mail David R. Baker at dbaker@sfchronicle.com.
This article appeared on page C - 1 of the San Francisco Chronicle



TERM SHEET
For The Closure Of The Potrero Power Plant
And Reuse Of The Property

This Terrn Sheet dated as-of _/ "630 . 2007, between the City and
County of San Francisco (the "City"), and Mirunt Potrero, LLC ("Mirant"), summanzes
certain of the basic terms of a proposed agreement for the permanent closurc of the
existing Units 3, 4, 5 and 6 of the Potrero Power Plant in San Francisco (collectively, the
"Potrero Power Plant") and the entitlement and benelicial reuse of the site, comprised of
approximately 20-acres of real property bounded generally by Illinois Street and the San
Francisco Bay, between 22™ and 23" Streets (the "Site").

This Termn Sheet is intended to be the basis for a comprehensive and binding
Power Plant Closure and Reuse Agreement (the "Agreemant”). Subject to the public
review process and all required governmental approvals and the approval of Mirant
Corporation's Board of Directors, as further provided in section 3 of this Term Sheet, the
parties shall in good faith negotiate (he Agreement in accardance with the terms set forth
below and in view of the following facts:

A. The City has made it a policy priority to close the Potrero Power Plant as soon as
possible and has stated that commitment consistently to Mirant and the
communily. Mirant has indicated its willingness to permanently close the Potrero
Power Plant as soon as it is no Jonger needed for clectric reliability and to develop
an altemative land use plan for Site. g

B. The Action Plan of the California Independent System Operator ("ISO") for San
Francisco provides that the Potrero Power Plant will not be needed to ensure
electric reliability once certain electric system improvements are in place, and the
parties anticipate, based on publicly available information, that the required
elcctric system improvements will be in place by 2009,

C. The Regional Water Quality Control Board (the "RWQCB"}, on May 10, 2006,
renewed the water discharge permit for Potrero Power Plant Unit 3 only until
December 31, 2008. In doing so, the RWQCB stated its intent to "prohibit the
plant's discharge of once-through cooling water, to the extent allowed by law,
unless [Mirant] demonstrates that its discharge has no significant adverse
environmental e¢ffects on San Francisco Bay." The RWQCB f{urther stated its
intent “to resolve this issue no later than December 31, 2008." The City has said
it will oppose the use of once-through cooling at the Potrero Power Plant after
December 31, 2008.

D. Mirantis willing to enter into a legally binding agreement to close permanently
the Potrero Power Plant when it is no longer needed for electric reliability, if the
City is willing to agree to pursue priority processing of an area plan and all
required City entitlemcents for the reuse of the Site, subject to environmental
review under the California Environmental Quality Act ("CEQA") and all
consistent with. the principles set forth below. ‘

E. The parties acknowledge that the possible creation of additional land value for the
Site lhrough the cntitlement process is a material inducement for Mirant to agree
1o permanently shut down the Polrero Power Plant consistent with this Term
Sheet and the Agreement.
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Accordingly, the City and Mirant agree to negoliate the Agreement based on the
following terms and principles:

1. Land Use Entitlement and Permit Processing

a) The City will agree to immediately designate a senior staff member from each
of the Mayor's Officc of Economic and Workforce Development and the
Planning Department to work with senior representatives of Mirant on the
;coping and review of a proposed land use plan for the reuse of Site (the "Site
Plan").

b) The City and Mirant will work together, and in cooperation with the
Redevelopment Agency of the City and County of San Francisco (the _
"Redevelopment Agency") to the extent applicable, to explore options for the
type of Site Plan (o pursuc, including examining the possibility of adoption by
the City of a specific plan under the Planning Code covering the entire Site or
of a redevelopment plan if the Site meets the statulory requirements for blight
under the California Community Redevelopment Law and if it is otherwise
appropriate to use redevelopment tools to facilitate the productive reuse of the
Site and achieve community benefits and objectives, provided that Mirant
acknowledges that even if the Site is included in a redevelopment plan the
allocation of any property tax increment from the Site or otherwise is subject
to the sole and absolute discretion of the City and the Redevelopment Agency.

¢) The City and Mirant wish to address the question of how to treat the Station A
buildings (i.e. the Station A, Meter, Compressor and Sugar House buildings)
as pant of the Site Plan process for the entire Site, so that there can be a
thorough analysis of whether to rehabilitate or demolish the buildings, as
appropriale, in connection with the development and reuse of the Site. The
‘buildings are subject to the City's Unreinforced Masonry Building (UMB)
ordinance. The City and Mirant will agree to enter into a stipulated injunction
filed in court that sets forth a timetable and agreed-upon terms for compliance
for the buildings with the UMB ordinance, taking into account the Site Plan
process. That timetable will not require Mirant to begin demolition or
rehabilitation work on the UMBs untii after the Site Plan process is
completed, provided that Mirant will take adequate measures throughout the
planning process 10 ensure that all of the Station A buildings are not occupied
and are not accessible-and do not pose a life-safety hazard—{o members of the
public, employees or visitors to the Site, as determined by the City's
Department of Building Inspection. If the final proposed Site Plan involves
demolition of some or all of the Station A buildings, then the City and Mirant
will work together and with interested parties, including, but not limited to,
historic preservation inlerests, to examine acceptable and feasible mitigation
measures for any environmental impacts associaled with the demolition of
those buildings or building elements.

d) The City and Miraat will work diligently together to obtain community input
and support on the proposed Site Plan through a public review process and,
following completion of that review process, will scek the endorsement of the
proposed Site Plan by thc Board of Supervisors and the Planning Commission,
and if applicable, thc Redevelopment Agency Commission.

e) The City will agree to review and process on 4 priorily basis a completed
application for a proposed Site Plan, including review of the cnvironmental
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evaluation application under CEQA. The City will use its good faith efforts 10
meet the milestones set forth in a mutually agreeable schedule for the
expedited entitlement process, including CEQA review, associated with the
proposed Site Plan (the "Entitlement Schedule”). The Entitlement Schedule
will be attached to and made part of the Agreement between the parties.
Certain steps in the Entitlement Schedule will be premised on Mirant's
responsibility to provide such completed applications, information and other
docwments as the City, including its Planning Department and Depariment of
Building Inspection, and, if apphicable, the Redevelopment Agency, may
require and to pay applicable fees as necessary during the entitlement process.
Mirant will not have any responsibility under the Entitlement Schedule to
preparc a proposed Site Plan or submit the spplication by any particular date,
to be eligible for the Credit (as defined below) or to be entitled to priority
processing by the City as provided in the Entitlement Schedule. The
Agreement may also include general principles that would guide development
of a Site Plan. The Agreement will include a mutually acceptable process for
the City to consult wit% Mirant before the City begins any steps in the City’s
entitlement proocess that will result in City Costs (us defined below) exceeding
an agreed-upon threshold. , :

Subject to subsection (g) below, Mirant will pay or reimburse all of the City's
fees and costs ("City Costs") in connection with the Site Plan process. City
‘Costs ghall include, without limitation: (i) fces and expenses of the City
Attorney's Office and other City staff; (i) all City costs, including but not
limited to, the costs of the Plunning Dcpartment and all application fecs, in
preparing, reviewing and processing reports, studies, information, and
maltcrials in connection with environmental review and planning processes;
(iif) any third-party consultants, advisors and professionals (including, but not
lirited to, financial advisors) as the City may deem appropriate in
consultalion with Mirant; and (iv) costs incurred by the City related to public
outreach. City Costs will extend to fees and costs incurred by the
Redevelopment Agency should establishment of a redevelopment project area
for the Sitc be pursued. City Costs shall exclude fees and costs that would
otherwise payable by Mirant 10 the City under any development permit
application or processing fee set forth in the City's Municipal Code. The
Agreement will include a mutually acceptable process lo provide Mirant with
the opportunity to review (1) all scopes of work, budgets and qualifications
for the City’s third party consultants, (2) all invoices for City Costs to confirm
that they are reasonable, not duplicative, and within the reviewed scope of
work and consistent with the reviewed budget, and (3) the City's application
of the Credit (defined below).

In light of the public benefits associated with expediting closure of the Potrero
Power Plant, the City will agree that, subject to the terms and conditions set
forth in this subsection, Mirant will receive a credit of up lo $2,000,000-
without interesi—againsi certain City fecs and costs, as described below, that
would otherwise be payable in connection wilh rcview and approval of the
Site Plan and any development project under the Site Plan (the "Credit"). The
Credit will be applied first to City Costs. As to any amount of the Credit
remaining after reducing it by the total of City Costs, such remaining portion
of the Credit shall be applied, in the specific priority set forth in the
Agreement, to: (i) fees and costs that would otherwise be payable under the
City's Municipal Code to the City's Building Departiment, Planning
Department or other City agency with jurisdiction for developmenl plan or
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project permit applications and processing, (including by way of example, but
not limitation, plan check fees, costs or reviewing or commenting on project
plans, and fees for field inspections and reinspections}; and (ii) development
impact fees that would otherwise by payable to the City under the City's
Municipal Cade, except for the schools fee. The following two basic
limitations shall apply to application of the Credit. First, the Credil will be
available only so long as Mirant complies with its obligations regarding
closure of the Potrero Power Plant as provided in the Agreement consistent
with seclion 2 below. Second, to the extent it is unused, the Credit shall
expire on a future date to be mutually agreed-upon in the Agreement, allowing
a vreasonable period for Mirant to select a developer and for a developer to
plan and undertake the entitlement process.

Closure of Potrero Power Plant

a) Mirant will agree to permanently close the Potrero Power Plant promptly after
it is no longer needed for eleciric reliability. Specifically, for these purposes,
the Potrcro Power Plant will be considered no longer needed for electric
reliability when Mirant has received (i) written notice from the ISO that all
units at the Potrero Power Plant are no longer needed to ensure electric
reliability and that all units are no longer designated as reliability-must-run or
under reliability-must-run contracts and (ii) evidence of approval of the

_closure from the Federal Energy Regulatory Commission ("FERC"). The
Agreement will set forth in greater detuil a schiedule for the pcrmanent closure
of Potrero Power Plant following satisfaction ol these two conditions, and that
schedule will generally follow the steps, process and timclines that led to the
successful closure of the Hunters Point Power Plant. The schedule will
include a reasonably short outside date, following applicable notice periods,
for Mirant to permanently closc the Potrero Power Plant.

b) Miranl's agreements to cease operating the plants and permanenitly close the
Potrero Power Plant as described above is subjeet to the City fulfilling its
obligations to proceed with priority review and processing of the Site Plan for
the Site, including fulfillment of its obligations to assign personnel and begin
scoping and defining the cntitlement process, and processing Mirant's
application for the Site Plan in accordance with the Entitlement Schedule. But
Mirant’s closurc obligations shall not be conditioned on Mirant submitting a
Site Plan application or otherwise pursuing any entitlements for reuse of the
Site, or on Mirant actually receiving any permits or other final entitlements
from the City for the reuse or development of the Site.

c¢) Mirant will agree not to oppose or otherwise interfere with, directly or
indirectly, the efforts of the City, the ISO or FERC to achieve the permanent
closure of the Potrero Power Plant consistent with the terms and priaciples set
forth in this Term Sheet,

d) Mirant will agree that its obligation to close the Potrero Power Plant will not
be limited by any outstanding contracts it may have 1o operate any of the
plants on the Site, other than i regulatory-must-run or similar contract with
the ISO. Mirant will further agree not to take any actions that may prolong
the need for the Potrcro Power Plant to continue opcrating for electric grid
reliability or any other purposes inconsistent with the intent and purposes
under this Term Sheet.

4dm|.|mmu and srngrujl 6 13atlecal narlingsitemporary imerner Hles\al2Ners( torin shect dfind 11 217k



e) So long as Mirant is in compliance with its obligations under the Agreement
and it is reasonably foreseeable that the Potrero Power Plant will be closed
consistent with the intent of this Term Sheet, the City will agree not to oppose
Mirant's request to the RWQCB for a lawful extension of Mirant's water
discharge permit for an additional period of up to two years.

3, Implementation

2) The City and Mirant will negotiate a Jegally binding Agreement consistent
with, this Term Sheet, and work diligently to finalize that agreement within 60
days of the date of this Term Sheet, and present it for consideration by the
Board of Supervisors within 90 days of the date of this Term Sheet.

b) The Agreement will describe in greater detail the terms and conditions set
forth in this Term Sheet and will include additional contractual provisions
including, but not limited to, remedies, consistent with this Term Sheet.

¢) The Agreement shall be subject to approval of the City's Board of Supervisors
and Mayor, afler approval by the Mirant Corporation Board of Directors.

d) The parties acknowledge that Mirant is not a real estate development
company, and therefore Mirant may assign its development rights under the
Agreement and as contemplated by this Term Sheet, including the Credit, to a
third party developer or it may partner with a developer to create and
implement the Site Plan. The Agreemecnt shall be binding on Mirant,
including its successors and assigns, and the City, and Mirant's obligations
undcr the Agreement, including its obligations regarding closure of the
Potrero Power Plant, shall run with land. A memorandum of the Agreement
shall be recorded against the Site in the City's Official Records.

¢) Ultimately, any entitlements for reuse of the Site will require discretionary
approvals by a number of govemment bodies alter public hearings, including,
but not limited to, approvals by the City's Planning Commission and the
Board of Supervisors, and the Cilty's agrecment to cooperate in and give
priority to the Site Plan as described in this Tenn Sheet and ultimately in the
Agreement will not commit the City 1o actually grant the final entitlements or
implement the project, nor do they foreclose the possibility of considering
alternatives, mitigation measures or dcciding not to grant the entitlements or
implement the project, after conducting appropriate ¢nvironmental review
under CEQA.

While this Term Sheet summarizes certain essential 1erms of the proposed
Agreement, it does not necessarily set forth all of the material terms and conditions of the
Agreement. The signatures of the Mayor, President Peskin, Supervisor Maxwell and City
Attorney Herrera below acknowledge their support for the proposcd Agreement on the
terms specified. But, this Term Sheet is not intended to be, and shall not become,
contractually binding on the City or Mirant, and no legal obligation shall exist unless and
until the parties have negotiated, executed and delivered a mutually acceptable
Agreement, subject to all applicable approvals, as further described above.

S:Ueeumuu efd feltmpeu 151 St kool seningshzraparary ineree fiieeole2eoel tam sheet (dnal 11 2641 dnds =



In light of the foregoing, the Ci iy and Mirant have exccuted this Term Sheet as of
the date first written above.

CITY:

Mayor Gavin Newsom Supervisor Sophie Maxwell
City Attorney Dennis Herrera Supervisor Aaron Peskin
MIRANT:

Mirant Potrero, LLC

e CO Mo

By \JO”'N QH ‘LLGMI

Its_ PRESIDENT
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