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South Coast 
Air Quality Management District 
21865 E. Copley Drive, Diamond Bar, CA 91765-4182 
(909)3962000 ht@://kww.aqmd.gov 

October5,2007 

Jackdyne-emtiel 
Chairmanand PraidingMember 
W o m i a  EnergyCommission 
1516 Ninth Street 
Sahamento, CA 95814-5512 

RE: Walnut Creek Energy ParkAFC (DocketNo.05-AFC-2) 

Dear ChairmanPf&mmaiel: 

This is in r e f i  to the Walnut CreekEnergyPark (WCEP) project a d theNotice of 
CommissionHearing on ProposedDecision for this project scheduledfor October 10, 
2007.As you know,WalnutCreek Energy, LLC (WCE) has fledan Application for 
Certification(AFC) with the Qhforrtia Energy Commission (GX)and a Title V 
Applicationfar PermittoCornwiththe SouthCdast Au Quality Ivlamgement 
District (AQMD)in 2005. As part of theAPC process, the CECrequestedthat AQMD 
make a Deterroination of Compliance@OC) for the WCJP project 

One ofthe requirements applicableto the WCEP project is theNew SourceReview 
(NSR) Rules'requirematooffset theemission inmaw inueasesassociatedwith theproject 
Due to the scarcity of Emission ReductionCredits (ERG),the AQMDGoverningBaard 
amendedits NSR Rules (Rule 1309.1-Priority Reserve) on September 8,2006to allow 
electricalgeneratingfacilities (EGFs) such as WCEP to aooess AQMD's offset credit 
account to purchase emissionoredits anduse suchd t stooffseZeimission hcwaes 
fim the project in orderto comply with theNSR's offset requirements. However,due to 
commentsprovided andmcennsexpressedby the public stthe September 8@adoption 
hearing for this amendment, the AQMD GovemingBoard directwlstaffto develop 
hthcr amendmentsto Rule 1309. for Goveming Board's considerationtoaddrew 
public concerns relativeto the emissions and public healthimpacts associatedwith EGFs. 

While AQMD staff wasworking on developmentof additional propsed amendmentsto 
Rule 1309.1,and asper WCEsrequesttoAQMD 6helpmove the WCEP project 
fhther in the process, on February 16.2007,AQMD issuedaFinal DOC (FDOC)far the 
WCEP projectwith respectto the September8&version ofRule 1309.1. However, inthe 
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February 16" J?DOC, the AQMD informed WCE about the AQMD Governing Board's 
direction to staffto develop fiulher amendments to Rule 1309.1 and &at the WCEP 
project's eligibility to access Priority Reserve (PR) credits w d d  be subject to such final 
amendments, if any. Prior to the issuance of the FDOC, on February 15,2007, WCE 
signed a letter o o d h h g  their umbdanding of this oanhhgeocy. In particular item 
number 5 ofthe agreement letter states that 

"The conditions under d i c h  the project may be eligible for PR aedits under 
Rule 1309.1, or whether it will be eAigii1e at will not be determined until the 
Board adopts amendments to the rule or determines not to adopt any 
amendments," 

Copies of the February 16' FDOC and February 1 5 ~  Lefter Agreement are attached for 
your information. 

On August 3,2007, the AQMD Governing Board adopted further amendments to Me 
1309.1 which inc1udes a set of new rquhments for EGFs in order to be qualified to 
access PR credits and another set of additional re. ' for EGFs prior to AQhQ 
releasing the PR mdits. Subsequently on August 16 and September 14,2007, AQMD 
requested WCE to prcwide information for AQMD's review which can demonstrate 
whether or not WCEF project i s  adified to access PR credits and informed WCE about 
the additional requiremmts that WCEP has to meet in order for AQMD to be able to 
please the PR credits. 

The purpose of this letter is to inform CEC Commissioners that AQMD staff has 
just recently received the requested information from WCE and is in the proaess of 
reviewing the information. At this time, the AQMX) staff has & yet made any 
determination of compliance (preliminary or tiarl) on whether or not WCEP 
project is qualified to access PR credits pursuant to the requirements of Rule 
1309.1, as amended on August 3,2007. 

It is AQMD's understanding that the Presiding Member's Proposed Decision (FMPD) 
d t m  wtexplicitly address whether the Waktut Creek project meets the requirements to 
access Priority Resene Credits set fdrth in Rule 1309.1 as amended August 3,2007. 
These requimnts are f d  in Section (bX5XA) of the amended rule. 

AQMD realizes that CEC has already noticed a Commission hearing for October 10, 
2007, to consider whder the CEC should adopt the PMPD. AQMD submits that given 
that CEC has already issued a PMPD and the Sepbdxr 2007 Committee-sponsored 
Rewisions to the PMPD, and that CEC has also noticed the Commission hearing for 
October 10,2007 to consider adoption of the PMPD, ifthe CEC dekmi~~es that it can 
approve the WCEP project without a revised FDOC from AQMD relative to compliance 
with the new requirement of Rule 1309.1, as amended on August 3,2007, CEC may 












