Exhibit D, page 1

MNIC

MMC Energy, Inc.

26 Broadway, Suite 907, New York, NY 10004
WWW, TIHTICENETr Y. COTN D O C K ET
August 4, 2008 07-AFC-4
DATE AuUG 04 2008
Christopher Meyer
Project Manager RECD. sep 172008

California Energy Commission
1516 9th Street, MS-15
Sacramento, CA 95814

Re:  Chula Vista Energy Upgrade Project (Docket No. 07-AFC-4): Agreement with the
City of Chula Vista on Mitigation and Consistency of the Project with the Chula
Vista General Plan

Dear Mr. Meyer:

This letter describes the specific mitigation MMC Energy, Inc. ("MMC") has agreed to provide to
the City of Chula Vista ("City") for the benefit of the citizens of Chula Vista and the residents and
businesses located close to the Chula Vista Energy Upgrade Project ("Project"). The specified
mitigation would be provided in conjunction with the proposed Project in connection with a
California Energy Commission ("Comimission") decision to grant a license to MMC for this
Project. This letter also describes MMC's understanding of the City's position that the Project is
consistent with the City's General Plan.

Agreements as to Specific Mitigation Measures

As you know, it is critical to the City to obtain focused benefits for the residents and businesses
surrounding MMC's proposed Project. Therefore, MMC has agreed to the City's request that
MMC provide all of the following mitigation measures:

1. Provide $210,000 in direct funds to the City, in addition to the funds to be contributed as
noted in Paragraph 2 below, for air quality related mitigation for the }ocal area. This
contribution from MMC will give the City the ability to use these funds in the affected
local community for energy efficiency and related improvements 1o homes and local
businesses. These funds are intended to directly benefit the local residents potentially
most directly affected by the reconstructed plant and shall be payable to the City within 30
days of the CEC final decision regarding CVEUP.

[

MMC hereby agrees to fund the estimated cost of mitigating the air emissions from the
Project to a 1:1 ratio at the level outlined in the Final Staff Assessment and at the fixed
cost of $210,000 established by the CEC. MMC also agrees that to the extent possibie the
mitigation should take place in southern Chula Vista. The City may propose specific
projects to the Commission to achieve an equivalent level of emissions reductions. 1f
these alternative project(s) are determined by the California Energy Comimission Staff
("Staff") to provide legally enforceable and sufficient mitigation that satisfies the
requirements of the Warren-Alquist Act and the California Environmental Quality Act,
MMC will provide $210,000 to the City in addition to the $210,000 described in
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Paragraph 1 above. Should the City of Chula Vista be unable to identify a project within
two years of the final California Energy Commission decision on the Project that meets the
CEC staff criteria for meeting the 1:1 offset requirements, the $210,000 will be contributed
to the Carl Moyer program administered by the San Diego Air Pollution Contro} District.
MMC’s obligation for this issue shall be limited to the timely payment of the funds.

MMC acknowledges and agrees that pursuant to the Chula Vista Municipal Code, the
proposed Project is subject to the City’s utility users' tax ("UUT"). MMC further
acknowledges and agrees that MMC and its successors or assignees are subject to UUT
and hereby agree fo remit such tax to the appropriate franchise natural gas, electricity
and/or telecommunications service provider in accordance with the City's Municipal Code.

Additionally, MMC agrees that in the event that, for whatever reason, the UUT payable by
MMC directly to the City or through the franchise agent, direct access or other service
provider, is determined by a court of competent jurisdiction to be invalidly imposed or
collected, MMC agrees to comply with any and all appropriate modifications to the City’s
Municipal Code or franchise agreement to cure such invalidity so as to continue the
payment of equivalent value or consideration to the City throughout the term of the
CVEUP’s operation.

MMC hereby agrees 1o provide the City with funding for the equipment, software and
installation costs to establish an additional wireless Evapotranspiration weather station at
an actual not to exceed cost of $30,000. MMC’s understanding is that its obligation for
mitigating the use of potable water in the Project shall be limited by mutual agreement of
the Commission and the City to providing the funding. MMC therefore expects that upon
providing the funds that the City will implement the Water Conservation Program in a
timely manner and upon request, the City shall provide MMC with copies of any data
requested by the Commission to verify project implementation and/or the amount of water
conserved. Funding for this measure shall be payable to the City within 30 days of
receiving a detailed invoice from the City but no sooner than 30 days following CEC
final decision regarding CVEUP

Once the new 100-MW Project is operational, MMC hereby agrees to shut down and
remove the existing 44.5-MW facility. MMC will not seek permission from the
Commission for any expansion of the Project beyond the generation capacity set forth in
the AFC.

At this ime MMC has elected not to proceed with upgrades to the existing transmission
system on lines TL649A and TL644. Should MMC, SDG&E or the CAISO desire to
upgrade the portion of TL 649A along Albany Avenue between Main Street and Orange
Avenue in the future, MMC will consult with the City to determine if the City would like
to underground this portion of TL 649A. Should the City desire 1o underground those
lines, MMC will pay for half of the additional cost required to place those transmission
lines below ground. This agreement will avoid half the undesirable outcome of MMC's
improvements increasing the cost of future efforts by the City to underground these lines.
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This agreement shall be included in 2 condition of certification from the Comumission on
the Project.

It is MMC's understanding that the City believes these benefits when combined with the
requirements included in the Preliminary Staff Assessment will reduce and mitigate air quality
and water use impacts, and provide specific, targeted benefits to the nearby residents and
businesses.

Compliance of the Project with the City’s General Plan

It is MMC's understanding that the City agrees with the following discussion and conclusions
regarding the City's General Plan. The City evaluates a project's eonsistency with the General
Plan by looking at whether the project is in harmony with the policies stated in the General Plan.
Recause the General Plan reflects a wide range of competing interests, the City weighs and
balances the plan's policies when determining weather on balance a project is consistent with the
General Plan. A project need not be in complete conformity with each and every policy of the
General Plan to be deemed consistent with the General Plan because it is likely that no project
would completely satisfy every policy stated in the General Plan. The policies of concern E6.4
and E6.15 address impacts to nearby sensitive receptors. Based upon the preliminary analyses
and requirements presented by Staff in the Preliminary Staff Assessment, the analysis and
requirements contained in the District's Final Determination of Compliance and the specific
benefits and mitigation described above, we believe that the City will find that the Project is in
harmony with and therefore, consistent with the City's General Plan.

By copy of this letter to Mr. Scott Tulloch of the City, we request that the City notify you of its
concurrence with the proposed additional mitigation and conclusions regarding the City's General
Plan contained in this letter. :

Very truly yours,

Harry Scarborough

cc: Scott Tulloch (via e-mail)
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August 7, 2008 OFFICE OF THE CITY MANAGER

Christopher Meyer, Project Manager
California Energy Commission

1516 Ninth St

Sacramento, CA 95814

RE: CVEUP Project 07-AFC-04
Dear Mr. Meyer:

The City of Chula Vista Staff wants to express its appreciation to you and all the
California Energy Commission (CEC) staff for their support as the City worked through
the Application for Certification process. City Staff is grateful for the CEC’s effort to
compel all parties to work collaboratively to identify the best alternative for the
community and local energy reliability. We also appreciate the open and inclusive
approach that the CEC has taken in accommodating the City’s requests for information
and for providing local opportunities for the community to participate in the process.
Community participation will continue to be a critical component of moving forward
effectively.

The City Staff has used the opportunity established by the CEC and the input from the
community as a basis for working with MMC Inc. (MMC) to craft a portfolio of local
mitigation commitments. City Staff believes that adding this portfolio of local
commitments to the CEC Staff Assessment conditions will address any potential
inconsistencies with the General Plan and makes a good faith effort to address the
community’s primary concerns. The measures and commitments in the enclosed letter
from MMC take into consideration the Certification Process and the San Diego Air
Pollution Control District (District) Report statements regarding the impacts, or lack of
impacts from the proposed project and the corresponding recommendations.  Stalf 1s
particularly aware that the District has found that, “the project as proposed will comply
with ail applicable District rules and regulations if it is constructed and operated n
accordance with the information submitted in conjunction with the application(s) for
District Authority to Construct, the application for certification submitted to the CEC and
the terms and conditions of the FDOC,” and ** Based on emissions calculations, emissions
offsets are not required for this project, Rule 20.2(d)(5)- Emissions Offsets.”

Pursuant to these findings by the CEC and San Diego APCD, City Staff joins MMC in
recommending that, to the extent possible, the CEC include the measures and
commitments contained in the MMC letter as conditions in the Final Staff Assessment,
and ultimately the CEC final decision. Subsequent to the Commission adopting the
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measures contained in the attached letter and/or the completion of a detailed written
agreement between the City and MMC on any of the measures not included in the CEC
proposed decision, and timely payment by MMC io implement the measures, the City
concludes that any potential inconsistencies with the City’s General Plan will have been
addressed.

City Staff requests that the CEC notify the City and MMC whether or not staff is able to
recommend that the Commission adopt the measures as “conditions to the Project’s
approval, and whether or not they can be added as conditions prior to the next public
workshop or hearing. Please feel free to call if you have any questions.

Sincerely,

DEBE

cott Tulloch, Assistant City Manager
City of Chula Vista

Enclosure

ce! David R. Garcia, City Manager,
Bart Meisfeld, City Attorney
Harry Scarborough, Vice President Development MMC Inc.

CITY OF CHULA VISTA

PorimGorsra Fairred Fase
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CITY OF
CHULAVISTA

OFFICE OF THE CITY MANAGER

Raoul Renaud, Hearing Officer August 20, 2008
California Energy Commission

1615 Ninth Street

Sacramento, CA 95814

RE: Chula Vista Energy Upgrade Project (CVEUP); Project 07-AFC-04
Dear Mr. Renaud:

On behalf of the City of Chula Vista, I would like to express my appreciation for the decision to conduct both
the “Pre-Hearing Conference” in mid September and the “Evidentiary Hearing” in early October for the Chula
Vista Energy Upgrade Project at the Chula Vista City Council Chambers. The Chambers have excellent
handicap access, translation and communications facilities, transit facilities and free parking that complement
broad public participation. The City has benefited already from the effort that the California Energ
Commission (CEC) has put into providing an open, transparent and inclusive public process for this project.
Holding these meetings locally at this facility, over the next thirty to forty days, will complement that effort and
provide an important opportunity to address the items that have developed since the Preliminary Staff
Assessment Workshop on May 12, 2008, which residents have subsequently brought before the Chula Vista
City Council.

I was also very pleased to hear from your discussions with City staff that the structure of the meetings will
accommodate Council’s request to provide the public with an opportunity to make comment and potentially ask
questions regarding this project. I was also reassured to hear that the meetings will provide an opportunity for
the Commission, interveners and applicant to clarify the facts regarding the project’s potential impacts and
benefits. Per the attached memo, City staff plans to ask project participants to address the items that have arisen
since the last workshop, including the Air Pollution Control District report, Chula Vista Elementary School
District independent report, and the California Independent System Operator communication.

In addition to providing the facility support, our Communications Department would be glad to do whatever it
can in preparation of the meeting to support the Commission’s public outreach efforts. Once again. thank you
for working with us and other stakeholders to promptly and collaboratively address the public’s interest.

David R. Garcia
City Manager

ce: City Councii
City Attorney

Attachment
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\\\\\”/;.- Councimember Sleve Caslaneds
% Cily Of Chula Visla
276 Fourh Avenue

Chula Visia, Ca §1810
516.651.5044 — 619,475.5372 Fax

ary OF
CHUILA VISTA

TO: City Manager, Assistant City Manager

FROM: Councilmember Steve Castane@m’}/

cC: Mayor and City Council, Cﬁy Attorney, City Clerk
RE: | Chula Vista Energy Upgrade Project (07-AFC-4)

1 respectfully request that the Chula Vista City Council Energy Subcommittee hold a
publiely noticed meeting with the California Independent Systems Operator, the
California Energy Commission, the Air Pollution Control District and Chula Vista School
District regarding proposed upgrades to the MMC Peaker Plant in Southwest Chula
Vista and related mitigation measures contained in the letter of August 7, 2008.

Community residents must have the opporhumity to discuss the proposed upgrade and
mitigation measures at a publicly noticed meeting with other stakeholders in an effort to
prevent misinformation from permeating the process. Neighborhood residents ought to
weigh in about the hnpacts and benefits of the proposed upgrade project.

Please provide information regarding how such a publicly noticed meeting can be
coordinated at the earliest opportunity.

Thank you for your assistance. Ilook forward to your reply.



