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File No. 06-1494

TO THE COUNCIL OF THE
CITY OF LOS ANGELES

Your ENERGY AND ENVIRONMENT Committee

reports as follows:

ENERGY AND ENVIRONMENT COMMITTEE REPORT, and ORDINANCE relative to the
delegation of authority to the Board of Water and Power Commissioners (Board) to extend and
amend the Southern California Gas Company (So Cal Gas) Master Services Contract (MSC) without
further approval of the Council for intrastate transportation of natural gas for use at the four local City
power plants. '

Recommendations for Council action, SUBJECT TO THE APPROVAL OF THE MAYOR:

1. CONCUR with the Board action on May 20, 2008, Resolution No. 008-242, requesting
authorization by Ordinance to delegate authority to the Board to amend and extend the
MSC, Los Angeles Department of Water and Power (LADWP) No. 47498-8, with the So Cal
. Gas without further approval of the Council for intrastate transportation of natural gas for use
at the four local City power plants.

2. PRESENT and ADOPT the accompanying ORDINANCE delegating authority to the Board to
extend and amend the So Cal Gas MSC, LADWP No. 47498-6.

Fiscal Impact Statement: The City Administrative Officer reports that there is no impact on the
General Fund. lt is estimated that the annual cost will be $37 million, funded by the Power Revenue
Fund. In addition, the LADWP is only bound by the City Debt Management Policies. Therefore, the
City Financial Policies are not applicable.

Community Impact Statement: None submitted.

Summary:

At its meeting on June 17, 2008, your Committee considered reports from the Board, the City
Administrative Officer (CAQO), and the City Attorney, and an Ordinance, relative to the delegation of
authority to the Board to extend and amend the So Cal Gas MSC without further approval of the
Council for intrastate transportation of natural gas for use at the four local City power plants. In the
February 29, 2008 report, attached to the Council file, the CAO states that the proposed terms of the
MSC for the Haynes, Harbor and Valley Generating Stations are for an additional two years from
July 1, 2008 to July 1, 2010 with unlimited natural gas service and month-to-month interruptible
service thereafter.

The CAO also reports that every two years the MSC for each generating plant is renewed for two
additional years. The current Agreement will expire on July 1, 2008. The delegation of authority to
the Board will allow the LADWP to manage on a day-to day basis the volume of gas transported
based on the volatility of the cost of natural gas and the demand for natural gas generated power.
In addition, the volume will be adjusted on a daily basis to reflect changes in natural gas needs due
to the variable nature of the availability of renewable generation sources such as wind and solar
generation. The Scattergood Generating Station is on a contract for one month from July 1, 2008 to
August 1, 2008 and then converts to month-to-month interruptible service thereafter because the
California Public Utilities Commission prohibits So Cal Gas from signing a longer term Agreement
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with LADWP for Scattergood since imported natural gas is a secondary source of fuel for the
Scattergood Plant. The primary source of fuel is digester gas from the Hyperion Waste Treatment
Plant. The natural gas MSC with So Cal Gas has been approved by the Board, Mayor and Council
since July 2000. Therefore, pursuant to Section 606 of the City Charter, Council approval of this
proposed contract is required because the cumulative term of the contract exceeds three years.

During the discussion of this matter, representatives from the LADWP and the CAO provided an
overview of this matter and responded to several related questions from the Committee members.
Some of the questions included but were not limited to the method used to issue the contract and
the reasons for issuing such contract. After additional discussion and offering the opportunity for
public comment, the Committee recommended that Council concur with the Board’s action of May
20. 2008. The Committee also recommended that the associated Ordinance be adopted by
Council. This matter is now forwarded to Council for its consideration.

Respectfully submitted,
ENERGY AND ENVIRONMENT COMMITTEE
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