5/4/10 Board Meeting
Once Through Cooling
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Jeane Townsend, Clerk to the Board
State Water Resources Control Board
1001 “T” Street, 24th Floor SWRCB EXECUTWE
Sacramento, CA 95814

Email: commentletters@waterboards.ca.gov

Re: Policy on the Use of Coastal and Estuarine Waters for Power Plant Cooling

Honorable Board Members,

As you are aware, California has 17 old once-through-cooling (OTC) gas-fired generation plants
that need 1o be closed. They cause environmental damage to California’s marine habitats and do
not comply with EPA regulations. The challenge is how to replace their generating potential.
Should we replace them with new, more efficient dry cool gas fired generators? Or pursue a
renewable energy scenario? The attached article, “Renewables Cost-Effective Replacement for
Aging Natural Gas Plants,” published in Natural Gas & Electricity, updates an extensive analysis
of this issue published by Pacific Environment in November 2009. (Green Opportunity: How
California Can Reduce Power Plant Emissions, Protect the Marine Environment, and Save
Money. Robert Freehling and Suzanne Doering; Editor: Rory Cox). We are submitting this
article as an attachment for the record in this proceeding.

Instead of just replacing old gas-fired plants with new ones, the more desirable alternative
strategy covered in this study, “Green Energy Replacement,” involves replacement with solar
power generation, peak demand programs and energy efficiency.

This article concludes that the best strategy for utilities would be to implement a phased
replacement within the next five years using the Green Energy Replacement approach. This
strategy has several advantages and benefits:

1. Costs will be much lower - The total cost for the low-cost scenario of gas-fired replacement
is $0.309 / KWh vs. $0.169 KWH for the low-cost Green Energy scenario for a net reduction of
$0.14 / K'Wh or a 45% reduction in cost. This strategy costs less even without considering all

external costs such as the environmental damage and carbon costs of the replacement gas plants.

2. Contain costs to ratepayers - If new gas plants replace the old ones, the costs for the
generation from these plants will increase from $0.09 - 0.153 / KWH or 30-98%. By contrast,
under the Green Energy Replacement scenario, the new rates would range from an increase of
$.013 to a decrease of $.091 -- or an average overall decrease in rates from current costs.
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Furthermore, the renewables will supply dependably-priced power that is not subject to the
fluctuations of the natural gas market or to potential carbon charges.

3. Help utilities close their RPS gap — California utilities in aggregate are far behind the
renewable portfolio standard targets, procuring only about 13% renewables this year, when
they’re required by law to procure 20%. Eliminating 15,000 MW’s of fossil fuel generation

- capacity, which oh average runs only about 10 percent of the time, is an achievable way of

helping-the utilities-catch up in meeting their legally required RPS.

4. Reduced damége to. public health — By replacing these aging gas fired plants with renewable

- energy and energy efficiency, the state will benefit by lower criteria pollutants in crowded urban

areas, reduced harm to its citizen’s health, improved environmental justice.

#

5.'Help meet AB 32 goals - Replacing the old gas plants with new or rebuilt ones means a huge

commitment of capital resources into more fossil fuel facilities, which will produce greenhouse

gases for decades to come. Those same dollars put into renewable energy and energy efficiency
will help keep rates down and put California on the track to a lower carbon footprint.

6. Provide more local jobs — by installing locally-sited renewables, co-generation and by
ramping up efficiency projects, California can invest in our communities instead of sending
money out of state for natural gas or out of the country for imported LNG.

This lower-cost conclusion is partly based on recent trends -- cost of conventional power plants is
increasing while PV solar has experienced dramatic decreases.

To replace old gas-fired plants with new ones would not only be very expensive to utilities and
ratepayers but also set back meeting the state’s 33% RPS target by crowding out renewables with
new natural gas power plants. :

Utilities can plan the timing of retiring and replacing OTC plants to coincide with implementing
energy efficiency measures and installing new renewable energy generation. Through proper
planning, the plants can be easily and cost effectively replaced.

We respectfully urge you and other California decision-makers ensure that as these old OTC
plants are retired, their energy is replaced with load-reduction strategies through energy
efficiency plus new clean and cost effective renewable energy.

If you have questions or would like more information, please contact Rory Cox at 415.399.8850
X302 or reox@pacificenvironment.org,

Sincerely,
Jim Metropulos Rory Cox
Sierra Club California Pacific Environment

CC: California Energy Commissioners, California Public Utilities Commissioners, Senate Natural
Resources Commitiee, Assembly Utilities and Commerce Committee
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