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Kimberly D. Bose
Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, DC 20426

Dear Secretary Bose:

Pursuant to Rule 602 of the Rules of Practice and Procedure of the Federal Energy
Regulatory Commission (the "Commission"), 18 C.F.R. § 385.602 (201O), Dynegy South Bay,
LLC ("South Bay"), the California Independent System Operator Corporation (,'CAl SO"), and
San Diego Gas & Electric Company ("SDG&E") (collectively, the "Parties" or individually a
"Party") I submit for filing an original and fourteen (14) copies of the settlement materials
described below.

The Parties submit that the attached Settlement Agreement resolves all issues relating to
Docket No. ERIO-166-000 without the need for any further proceedings regarding those issues.
The Settling Parties further assert that the Settlement Agreement is in the public interest, and the
Settling Parties urge the Commission to approve the Settlement Agreement on its terms, without
modification or condition.

The Settling Parties submit the folIowing settlement materials:

I. Settlement Agreement;

I The California Public Utilities Commission supports the Settlement Agreement, and the
City of Chula Vista ("Chula Vista") and Commission Trial Staff do not oppose the Settlement
Agreement.

http://www.kslaw.com
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a. Attachment A to the Settlement Agreement, conslstmg of revised
Schedules Band J to South Bay's Must-Run Service Agreement C·RMR
Agreement") in both clean and redline form;

b. Attachment B to the Settlement Agreement, conslstmg of revised
amendments to the RMR Agreement in both clean and redline form; and

c. Attachment C to the Settlement Agreement, setting forth the invoicing
process to be used to implement terms and conditions of the Settlement
Agreement.

2. Explanatory Statement;

3. Proposed Letter Order; and

4. Certificate of Service.

Copies of this filing have been served on all the parties to this proceeding, including
Commission Trial Staff.

Pursuant to Rule 602(t)(2), 18 C.F.R. § 385.602(t)(2) (2010), initial comments on the
Settlement Agreement must be filed vviththe Secretary no later than September 1, 2010, twenty
(20) days after this filing, with reply comments to be filed with the Secretary no later than
September 13,2010, thirty (30) days after the filing of the Settlement Agreement.

Kindly time-stamp the additional four (4) copies of this filing and return them to my
messenger. Thank you for your attention to this matter. Should you have any questions, please
do not hesitate to contact me at (202) 626-5510.

Respectfully submitted,

Bruce L. Richardson

Counsel for Dynegy South Bay, LLC

Enclosures

cc: Honorable Bruce L. Birchman, FERC
Carmen Gastilo Machuga, FERC
All parties of record
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Dynegy South Bay, LLC ) Docket No. ERIO-166-000

SETTLEMENT AGREEMENT

1. This Settlement Agreement ("Agreement"), dated as of August 11, 2010, is

made by and among Dynegy South Bay, LLC ("South Bay"), the California Independent System

Operator Corporation ("CAISO"), and San Diego Gas & Electric Company ("SDG&E"). The

foregoing may be referred to collectively as the "Parties" and individually as a "Party."

2. On October 30, 2009, South Bay filed with the Federal Energy Regulatory

Commission (the "Commission',), in Docket No. ERIO-166-000, revisions to certain Reliability

Must-Run ("RMR") Rate Schedules ("RMR Schedules") of its Must-Run Service Agreement

("RMR Agreement") with the CAISO and amendments to the RMR Agreement ("RMR

Amendments") (together with the RMR Schedules, the "Annual 205 Filing"). South Bay also

submitted an informational filing of the proposed changes in its Annual Fixed Revenue

Requirement ("Filed AFRR"), pursuant to Schedule F of the RMR Agreement ("Schedule F

Filing") (together with the Annual 205 Filing, the "South Bay Filing").

3. Notice of the filing was published in the Federal Register, 74 Fed. Reg. 58,269

(2009), with interventions and protests due on or before November 20, 2009. The following

interventions and protests were filed in this proceeding: (I) the November 19, 2009 motion to

intervene by the California Public Utilities Commission ("CPUC"); (2) the November 20, 2009

motion to intervene by Steve Castaneda, Councilmember of the City of Chula Vista ("Chula

Vista"); (3) the November 20, 2009 motion to intervene and protest of SDG&E; (4) the
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November 20, 2009 motion to intervene of the CAISO and joint protest of the CAISO, CPUC,

and SDG&E ("Joint Protest"); and (5) the January 4, 2010 motion to intervene out-of-time and

comments of Chula Vista (to which the CAISO responded on January 14, 2010).

4. In the Joint Protest, the CAISO, CPUC, and SDG&E requested "that the

Commission provide all parties with a reasonable opportunity, until January 31, 2010, to resolve

this issue before initiating either a hearing or settlement judge procedures." Joint Protest at 5.

The Joint Motion went on to further describe the discussions that were underway. On December

I, 2009, South Bay filed a response in support of the request to permit the parties to continue the

ongoing settlement negotiations and the deferral of Commission action until January 31, 2010.

5. By order dated January 29, 2010, the Commission accepted South Bay's

proposed revisions to the RMR Agreement and the rate schedules for filing, suspended them for

a nominal period, to become effective on January 1,2010, and established hearing and settlement

judge procedures. Dynegy South Bay, LLC, 130 FERC ~ 61,076 (2010) ("South Bay Order").

6. In response to the request of the parties, Chief Judge Curtis L. Wagner, Jr.

deferred appointment of a settlement judge until March 1, 2010, to permit the parties to continue

the ongoing settlement discussions. Chief Judge Wagner continued to grant additional requested

extensions, deferring appointment of the settlement judge through May 3,2010. In response to

the May 3, 2010 request of the parties seeking appointment ofa settlement judge to assist with a

subset of issues that remained unresolved, Chief Judge Wagner appointed Judge Bruce L.

Birchman as the Settlement Judge.

7. With the assistance of Judge Birchman, the Parties continued to actively engage

in settlement discussions. As a result of those discussions, the undersigned have reached the

agreement memorialized in this Agreement by which they resolve all issues relating to Docket

2
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No. ERIO-166-000. The CPUC supports the Agreement and Chula Vista and Commission Trial

Staff do not oppose this Agreement.

8. NOW THEREFORE, subject in every particular to the conditions set forth

herein, and with the understanding that each term of this Agreement is in consideration and

support of every term and condition, and intending to be legally bound hereby, the Parties agree

that, if the Agreement is approved by the Commission in its entirety or with conditions or

modifications acceptable to all Parties as provided in Paragraph 32, this Agreement resolves all

issues relating to Docket No. ER I0-166-000.

AGREEMENT PROVISIONS

9. Attachment A, incorporated by reference herein, contains South Bay's revised

RMR Schedules B and J ("Revised RMR Schedules'') (clean and redline versions). Revised

RMR Schedule B sets forth rates resulting from the negotiated "Black Box" AFRR for 2010 of

$31,652,000 (the "Revised AFRR"), an amount derived without reliance upon a specific formula.

Revised RMR Schedule J corrects a typographical error. The Revised RMR Schedules, with a

requested effective date of January 1,2010, shall supersede the corresponding RMR Schedules.

10. Attachment B, incorporated by reference herein, contains the following revised

RMR Amendments ("Revised RMR Amendments"): (a) revised table of contents to delete

Section 8.7; (b) deleted Section 2.2(f); (c) revised Section 2.5(a) to delete reference to Section

2.2(f); (d) revised Sheet No. 125 to reflect the deletion of Schedule Q; and (e) revised Sheet Nos.

221 - 231 to include two Schedule L-Is, replacing Schedule Q and Section 8.7, and a letter dated

August II, 2010, from Mr. Stephen Berberich, CAISO Vice President and Chief Operating

Officer, to Mr. Randy Hickok, Managing Director, Asset Management West, approving a Lump

Sum Payment in the amount of $4,364,016 ("Lump Sum Payment"). The Revised RMR

3
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Amendments, with a requested effective date of January 1, 2010, shall supersede the

corresponding RMR Amendments.

11. The Revised AFRR includes $6,000,000 for payments from South Bay to the

Unified Port District of San Diego ("Port") for rent for the fourteen-month period of November

1, 2009 through December 31, 2010 ("Operating Rent"). Determination of the amount of the

Operating Rent is subject to procedures under the Lease Agreement dated as of April 1, 1999

between the Port and South Bay. For purposes of this Agreement, the Operating Rent will be

adjusted to reflect the actual Operating Rent once known, but shall not be less than $3,000,000

nor greater than $6,000,000 ("Settlement Operating Rent"). To the extent the Settlement

Operating Rent is greater than $3,000,000, but less than $6,000,000, the Revised AFRR shall be

reduced by the difference between $6,000,000 and the Settlement Operating Rent to arrive at the

"Rent Adjusted AFRR." To the extent the Operating Rent is finally determined to be less than

$3,000,000, the Settlement Operating Rent shall be set at $3,000,000. When the Settlement

Operating Rent is finally established, a one-time billing adjustment will be made to reflect the

Rent Adjusted AFRR. To the extent a refund is due the CAlSO from revenues collected by

South Bay for the monthly difference between the Revised AFRR and the Rent Adjusted AFRR,

such revenues will be refunded. Invoicing for the Rent Adjusted AFRR shall utilize the process

set forth in Attachment C, incorporated by reference herein. In addition, South Bay shall file

with the Commission a revised Schedule B reflecting the Rent Adjusted AFRR followed by a

refund report.

12. In addition to the Revised AFRR, subject to any Settlement Operating Rent

adjustment, this "Black Box" settlement provides for the Lump Sum Payment to South Bay in

the amount of $4,364,016, which the Parties have agreed will be handled using the process

4
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provided for in Schedule L-I of the RMR Agreement. Payment of the Lump Sum Amount will

be made in conjunction with the next RMR monthly invoice, with interest calculated in

accordance with Attachment C, following the earlier of the approval set forth in Paragraph 18 or

Commission acceptance of this Agreement.

13. The 2010 revenue requirement of $36,016,016 ("Revised 2010 Revenue"),

consisting of the Revised AFRR and the Lump Sum Payment is a decrease of$16,391,862 from

the total revenue requirement ("Filed 20I0 Revenue") included in the South Bay Filing for the

Filed AFRR and under Schedule Q as filed.

14. As reflected in Attachment A, the following revisions have been made:

a. In Schedule B, Tables B-1 (Hourly Availability Charges), B-3 (Hourly

Penalty Rate), and B-6 (Annual Fixed Revenue Requirement) have been

revised.

b. In Schedule J, the name of a representative for the CAISO has been

corrected.

IS. As reflected in Attachment B, the following revisions have been made:

a. Section 2.2(f), addressing early termination, and the reference in Section

2.S(a) to Section 2.2(f) have been deleted.

b. Section 8.7 and Schedule Q, addressing "End of Service Life Costs," as

such term is used in the South Bay Filing, and associated references to

Section 8.7 and Schedule Q have been deleted to eliminate the filed End

of Service Life Costs. The Lump Sum Payment is addressed through the

two Schedule L-I submissions provided for in Paragraph 12 of this

Agreement.

5
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16. South Bay has been invoicing based on the Filed AFRR of $16,267,992. Under

an agreement with the Parties, South Bay deferred collection of revenues under Schedule Q as

filed. Because the total of the monthly amounts of the Filed AFRR that South Bay has collected

to date is less than the total of the monthly amounts under the Filed 20 I0 Revenue, South Bay

has no refund obligation for the difference between the revenue collected under the South Bay

Filing and the Revised 20 I0 Revenue, except as set forth in Paragraph II, above.

17. Because the monthly Revised AFRR is higher than the monthly Filed 20 I0

Revenue that has been invoiced to date, the CAISO will pay South Bay the difference between

the monthly Revised AFRR and the monthly Filed AFRR. Invoicing reflecting the Revised

AFRR shall utilize the process set forth in Attachment C.

18. South Bay is filing simultaneously with this Agreement the "Motion of Dynegy

South Bay, LLC for Authorization to Implement Settlement Rates on an Interim Basis and

Request for Expedited Action" ("Motion"). The Motion shall reflect that SDG&E, CAl SO, and

the CPUC support the motion and that Chula Vista and Commission Trial Staff do not oppose

the Motion. Upon the granting of the Motion, it is agreed that the Revised RMR Schedules and

Revised RMR Amendments shall be in effect on an interim basis, subj ect to refund, with

payments required to be made pursuant to the terms of this Agreement.

19. Because the CAISO has agreed to not terminate RMR status for the 2010

Contract Year (as the term "Contract Year" is defined in the RMR Agreement), Section 2.2(f),

which addressed terms and conditions of early termination, has been eliminated for the 2010

Contract Year. Nothing in this Agreement shall be construed as taking any position on the

permissibility or impermissibility of South Bay proposing the same or similar terms and

conditions as those set forth in Section 2.2(f) in connection with any future RMR designation.

6
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20. In the event one or more South Bay units are designated RMR for 2011,

$125,000 shall be added to the amount calculated for AFRR pursuant to Schedule F for the 2011

Contract Year.

21. For any year beyond 2011 that one or more South Bay units are designated

RMR, an additional amount X, which is calculated X = $125,000 X (1+0.025)' with t equal to I

for 2012 and increasing by 1 for each year beyond 2012, will be added to the amount calculated

for AFRR for that Contract Year.

22. Except as expressly provided in Paragraph 21, the revenue requirement for

RMR for any Contract Year beyond 2010 will not include rent payments to the Port for the

period after the end of South Bay's RMR status, or any remediation or demolition costs of any

kind, or any severance ("Excluded Costs"). Neither South Bay nor any successor thereto shall

collect in RMR rates for any year after the 2010 Contract Year any payments of any kind for

Excluded Costs. This issue shall not be reopened in any future proceeding.

MISCELLANEOUS PROVISIONS

23. No Admissions or Precedent. This entire Agreement, and the Parties'

performance of their obligations hereunder, are the result of the settlement and compromise of all

the claims and actions expressly addressed in this Agreement, and neither this Agreement nor the

Parties' performance hereunder shall be deemed to be an admission of any fact or of any

liability. This Agreement shall be binding on the Parties and their successors and assigns only

with respect to the subject matter of this Agreement, and shall not bind the Parties or the

Commission to apply the principles or provisions of this Agreement to any other agreement,

arrangement, or proceeding. The Agreement establishes no principles and no precedent with

respect to any issue in this proceeding. The approval of this Agreement by the Commission shall

7
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not in any respect constitute a determination by the Commission as to the merits of any

allegation or contention made in these proceedings. The resolution of any matter in this

Agreement shall not be deemed a "settled practice" as that term was interpreted and applied in

Public Servo Comm 'n of the State of New forkv. FERC, 642 F.2d 1335 (D.C. Cir. 1980).

24. Entire Agreement. This Agreement, including any attachments, constitutes the

entire agreement among the Parties with regard to the matters addressed in Docket No. ERIO-

166-000, and no other agreement with regard to these matters shall be binding on the Parties

except by written amendment to this Agreement. Except for the terms and conditions

enumerated in this Agreement and any attachment hereto, the Parties acknowledge and agree that

they have not made any other promises, warranties, or representations to each other or any other

Party regarding any aspect of the settlement of the matters addressed in this Agreement. Each

Party acknowledges that it has read this Agreement and has executed it without relying upon any

other promise, warranty, or representation, written or otherwise, of any other Party. Each Party

acknowledges that no other Party has made any promise, warranty, or representation, express or

implied, to induce the Parties to execute this Agreement.

25. Waiver and Amendment. No provision of this Agreement may be waived

except through a writing signed by an authorized representative of the waiving Party. Waiver of

any provision of this Agreement shall not be deemed to waive any other provision. This

Agreement may be amended only by written agreement of the Parties.

26. Settlement Discussions. The discussions between the Parties that have

produced this Agreement have been conducted on the explicit understanding, pursuant to Rule

602 of the Commission's Rules of Practice and Procedure, 18 C.F.R. § 385.602 (2010), that all

offers of settlement and discussions relating thereto shall be privileged and confidential, shall be

8
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without prejudice to the position of any Party or participant presenting any such offer or

participating in any such discussion, and are not to be used in any manner in connection with

these proceedings, any other proceeding, or otherwise, except to the extent necessary to enforce

its terms.

27. Sections 205 and 206 of the Federal Power Act. For service after the 2010

Contract Year, nothing contained in this Agreement shall be construed as affecting the right of

South Bay to make application to the Commission to amend the RMR Agreement pursuant to

Section 14.3 and/or Section 14.4 of the RMR Agreement under Section 205 of the FPA and

pursuant to the Commission's rules and regulations promulgated thereunder, except insofar as

such amendment would have the effect of changing any term of this Agreement that by its nature

has effect for any Contract Year after 2010, or the right of any Party to oppose, to seek

modification, to seek rejection, to seek suspension, or to seek refunds of any such proposed

amendment. For service after the 2010 Contract Year, nothing contained in this Agreement shall

be construed as affecting any Party's right to file with the Commission with respect to the RMR

Agreement pursuant to Section 14.3 and/or Section 14.4 of the RMR Agreement under Section

206 of the FPA and pursuant to the Commission's rules and regulations promulgated thereunder,

except insofar as such amendment would have the effect of changing any term of this Agreement

that by its nature has effect for any Contract Year after 2010, or the right of any other Party to

oppose such filing.

28. Standard of Review. For service during the 2010 Contract Year, the Parties

may not initiate a change to this Agreement. For service after the 2010 Contract Year, all

prospective changes to this Agreement requested by the Parties will be governed by the just and

reasonable standard, but shall not change any term of this Agreement that by its nature has effect

9
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for any Contract Year after 2010. This Agreement does not prevent the Commission from acting

on its own motion. The standard of review for any modifications to this Agreement requested by

a non-party to the Agreement or initiated by the Commission will be the most stringent standard

permissible under applicable law.

29. Further Assurances. Following execution of this Agreement, the Parties shall

prepare and execute any further pleadings and documents reasonably necessary to effectuate the

Parties' intent under this Agreement and the termination of the proceedings in Docket No. ERI0-

166-000.

30. Successors and Assigns. This Agreement is binding upon and for the benefit of

the Parties and their successors and assigns.

31. Authorizations. Each person executing this Agreement represents and warrants

that he or she is duly authorized and empowered to act on behalf of, and to sign for, the Party for

whom he or she has signed.

32. Approval. The Parties shall actively seek and cooperate in securing

Commission approval of this Agreement. This Agreement shall bind the Parties upon signing,

and the effective date of the settlement provisions shall be the date established by the

Commission upon acting on this Agreement. If the Commission should, by order, condition its

approval of this Agreement or seek to require its modification in a material manner, any Party

may notify the other Parties within five (5) business days of the issuance of such order that it

does not agree to this Agreement as so conditioned or modified. In such event, or in the event

the Commission rejects this Agreement, the Parties will meet within ten (10) business days after

such notification is provided to negotiate in good faith alternate, mutually acceptable terms. If

such an alternate agreement cannot be reached, this Agreement shall be of no force and effect,

10
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and the South Bay Filing shall be in effect, subject to refund, pending further Commission action

in this proceeding. Additionally, unless otherwise ordered by the Commission, invoicing shall

be adjusted to reflect the Filed 2010 Revenue with South Bay to be paid the monthly differences

between the Filed 2010 Revenue and the Revised 2010 Revenue together with interest as if the

Filed Revenue Requirement has been in effect as of January 1, 2010. Such invoicing shall use

the process set forth in Attachment C.

33. Counternarts. This Agreement may be executed in one or more counterparts,

each of which shall be deemed to be an original and all of which together shall be deemed to be

one and the same instrument.

THE NEXT PAGE IS THE SIGNATURE PAGE

11
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed

as of the date first written above.

DYNEGY SOUTH BAY, LLC

Name: R.Cl~dll.l\ t-\ itk.olc.

Title: HQ~~·'~ ~ ~i("c.d:Of"

Date: A.u~1.1. ~~ \() I "2..0 \ 0

CALIFORNIA INDEPENDENT
SYSTEM OPERATOR CORPORATION

Name:

Title:

Date:

SAN DIEGO GAS & ELECTRIC
COMPANY

Name:

Title:

Date:

12
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed

as of the date first written above.

DYNEGY SOUTH BAY, LLC

Name:

Title:

Date:

CALIFORNIA INDEPENDENT
SYSTEM OPERATOR CORPORATION

~'~Nl(~ ary Ann~al1
ogan Lovells US LLP

555 Thirteenth Street, NW
Washington, DC 20004

Title: Counsel for California Independent
System Operator Corporation

Date: August I 1, 2010

SAN DIEGO GAS & ELECTRIC
COMPANY

Name:

Title:

Date:

12
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed

as of the date first written ahove.

DYNEGY SOUTH BAY, LLC

Name:

Title:

Date:

CALIFORNIA INDEPENDENT
SYSTEM OPERATOR CORPORATION

Name:

Title:

Date:

SAN DIEGO GAS & ELECTRIC
COMPANY

J~AC~~
Title: SENIOR COUNSEL

Date: AUGUST 11,2010

12
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Attachment A to Settlement Agreement

Dynegy South Bay, LLC

Docket No. ER10-166-000

Revised RMR Schedules:

Schedule B

Schedule ~

(Clean and Redline)
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Dynegy South Bay, LLC
FERC Electric Tariff
First Revised Volume No.2

Substitute Third Revised Sheet No. 134
Superseding Third Revised Sheet No. 134

Hourly
Availability =

Charge

Equation B-4

Hourly
Availability

Rate

Fixed
• Option

Payment
Factor

Where:
Hourly Availability Rate is calculated in accordance with Equation B-5 below.

Equation B-5

Hourly
Availability =

Rate
Annual Fixed Revenue Requirement

Target Available Hours

Annual Fixed Revenue Requirement is set forth in Section 7 below.

Target Available Hours are set forth in Section 6 below.

For Units under Condition 1, the Fixed Option Payment Factor is set forth in Table B-
o below:

Table B~Flxed Option Payment Factor
Unit Fixed Option P~yment Factor
SY1 0.0
SY2 0.0

SYCT 0.0

For Units under Condition 2, the Fixed Option Payment Factor is 1.

The Hourly Availability Charges for the Contract Year are set forth in Table B-1 below:

Table B-1, Hourly Availabili!y Cha!ltes ($!Hr
Unit Condition I Condition 2
SYI SO.OO $ 1,795.11
SY2 SO.OO S 1 847.29

SYCT SO.OO $ 158.54

B. Unit Availability Limit is defined in Article 1 of the Agreement.

C. Maximum Net Dependable Capacity is shown in Section 1 of Schedule A.3. The
Monthly Surcharge Payment is calculated in accordance with Equation B-6 below

Issued by: Eric P. Watts.

V.P. Commercial Power Operations
Issued on: August 12. 2010

Effective Date: January 1. 2010
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Dynegy South Bay, LLC
FERC Electric Tariff
First Revised Volume No.2

Substitute Third Revised Sheet No. 137
Superseding Third Revised Sheet No. 137

B. Hourlv Surcharge Penalty Rate

A Unit's Hourly Surcharge Penalty Rate for each Capital Item for each Contract Year
is the lesser of (a) the corresponding Hourly Capital Item Rate for the Contract Year
(calculated pursuant to Item 4.A above), or (b) three times the applicable Hourly
Capital Item Charge for the Contract Year (as shown in Table B-2 above). The
Hourly Surcharge Penalty Rates for the Contract Year are set forth in Table B-4
below:

Table 8-4
Capital Hourly Condition I Condition 2

Item Capital Hourly Surcharge Hourly Surcharge
Unit Project No. Item Rate Penalty Rate Penalty Rate
SY2 200\-1 $ 100.73 $0.00 $100.73

S. Target Available Hours

A Unit's Target Available Hours for each Contract Year are calculated in accordance with the
Equation 8-10 below:

Equation 8-10

Hours in the Calendar Year - (Average Other Outage
Hours +
Long-Term Planned Outage Hours)

Average Other Outage Hours means the average annual Other Outage Hours for the Unit
during the SO-month period ending June 30 of the previous calendar year.

Target Available Hours (TAH) =

Issued by: EricP. Walts,

V.P. Commercial Power Operations
Issued on: August 12, 2010

Effective Date: January 1. 2010
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Dynegy South Bay, LLC
FERC Electric Tariff
First Revised Volume No.2

Substitute Third Revised Sheet No. 138
Superseding Third Revised Sheet No. 138

Table 8-5

Average Other Long-term Planned
Unit Oula!!e Hours Outa!!e Hours TAH
SYI 432 None 8,328
SY2 444 None 8,316

SYCT 306 None 8454

For the purposes of calculating Target Available Hours for the Contract Year ending
December 31, 1999, (a) Average Other Outage Hours shall be calculated using the average
annual Other Outage Hours for the Unit during the 60-month period ending December 31,
1998, and (b) Long-term Planned Outage Hours shall be calculated using the hours
scheduled for performing Long-term Planned Outages as if the Agreement had become
effective on January 1, 1999.

7. Annual Fixed Revenue Requirement (AFRR)

The Annual Fixed Revenue Requirement for each Unit is set forth in Table B-6 below. For
any Contract Year commencing on or after January 1, 2002, the Annual Fixed Revenue
Requirement shall be determined by the Formula Rate set forth in Schedule F, unless
Owner files a superseding rate schedule under Section 205 of the Federal Power Act.

Table 8-6, Annual Fixed Revenue Requirement

Unit Annual Fixed Revenue Requirement
SYI $14949641
SY2 $15,362046
SYCT $ 1,340,313

8. Limited Section 205 Filing for an Extension of Contract Term

If ISO has extended the term of this Agreement pursuant to Section 2.1(b), then not later than
October 31 of the expiring Contract Year, Owner shall make a filing with FERC under Section
205 of the Federal Power Act containing the values in Tables B-1 through B-6 for the ensuing
Contract Year.

In the event that a Long-term Planned Outage that is scheduled for the last quarter of the
expiring Contract Year is postponed or rescheduled after October 31 of such year to the
ensuing Contract Year, Owner shall make an additional Section 205 filing to revise the values
in Tables B-1 through B-5 to reflect such rescheduled Long-term Planned Outage Hours.

Issued by: EricP. Walts.
V.P. Commercial Power Operations

Issued on: August t2, 2010

EffectiveDate: January 1. 2010
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Dynegy South Bay, LLC
FERC Electric Tariff
First Revised Volume No.2

Substitute First Revised Sheet No. 197A
Superseding First Revised Sheet No. 197A

Schedule J
Notices (continued)

ISO: Chetty Mamandur
Director, Reliability and Market Modeling
Califomia ISO Corporation
151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916)351-2196
Facsimile: (916) 351-2487
E-mail: cmamandurk@caiso.com

With a copy to:
Sidney Mannheim Davies
Assistant General Counsel
Tariff and Tariff Compliance
Counsel and Vice President
Califomia ISO Corp.
151 Blue Ravine Road
Folsom, CA 95830
Telephone: (916) 608-7144
Facsimile: (916) 608-7222
E-mail: sdavies@caiso.com

Issued by: Eric P. Watts,

V.P. Commercial Power Operations
Issued on: August 12, 2010

Effective Date: January 1. 2010

mailto:cmamandurk@caiso.com
mailto:sdavies@caiso.com
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Hourly
Availability =

Charge

Equation B4

Hourly
Availability

Rate

Fixed
• Option

Payment
Factor

Where:
Hourly Availability Rate is calculated in accordance with Equation B-5 below.

Equation B-5

Hourly
Availability =

Rate
Annual Fixed Revenue Requirement

Target Available Hours

Annual Fixed Revenue Requirement is set forth in Section 7 below.

Target Available Hours are set forth in Section 6 below.

For Units under Condition 1, the Fixed Option Payment Factor is set forth in Table B-
o below:

Table B-O, Fixed Option Pllyment Factor
Unit Fixed Option Payment Factor
SY1 0.0
SY2 0.0

SYCT 0.0

For Units under Condition 2, the Fixed Option Payment Factor is 1.

The Hourly Availability Charges for the Contract Year are set forth in Table B-1 below:

Table B-l,HourlyAvailabiILIy Char!! .. (SlUr
Unit Condition 1 Condition 2
SYI $0.00 $ 1795.11~
SY2 $0.00 $ I 847.2994'M4

SYCT $0.00 $ 158.54lH.43

B. Unit Availability Limit is defined in Article 1 of the Agreement.

C. Maximum Net Dependable Capacity is shown in Section 1 of Schedule A.3.
Monthly Surcharge Payment is calculated in accordance with Equation

The
B-6 below

Issued by: Eric P. Watts.
V.P .. Commercial Power Operations

Issued on: August 12, 20100ol.b., 30. 2009

Effective Date: January 1. 2010
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Table B-3, HourlyPenal~Rate
Unit Condition I Condition 2
SYI SO.OO $1795.11 Q~i!.(;a
SY2 $0.00 S1847.29 949.44
SYCT SO.OO $ 158 54--3-h4&

B. Hourly Surcharge Penalty Rate

A Unit's Hourly Surcharge Penalty Rate for each Capital Item for each Contract Year
is the lesser of (a) the corresponding Hourly Capital Item Rate for the Contract Year
(calculated pursuant to Item 4.A above), or (b) three times the applicable Hourly
Capital Item Charge for the Contract Year (as shown in Table B-2 above). The
Hourly Surcharge Penalty Rates for the Contract Year are set forth in Table B-4
below:

Capital Hourly Condition I Condition 2
Item Capital Hourly Surcharge Hourly Surcharge

Unit Proiect No. Item Rate Penalty Rate Penaj!}' Rate
SY2 2001-1 S 100.73 SO.OO $100.73

Table B-4

6. Target Available Hours

A Unit's Target Available Hours for each Contract Year are calculated in accordance with the
Equation B-10 below:

Equation B-10

Target Available Hours (TAH) = Hours in the Calendar Year - (Average Other Outage
Hours +
Long-Term Planned Outage Hours)

Average Other Outage Hours means the average annual Other Outage Hours for the Unit
during the 60-month period ending June 30 of the previous calendar year.

Issued by: Eric P. Watts.

V.P., Commercial Power Operations
Issued on: August 12, 2010gol.~.r ao, 2009

Effective Date: January 1. 2010
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Table B-5
Average Other Long-term Planned

Unit Outage Hours Outage Hours TAH
SYI 432 None 8,328
SY2 444 None 8,316

SYCT 306 None 8,454

For the purposes of calculating Target Available Hours for the Contract Year ending
December 31, 1999, (a) Average Other Outage Hours shall be calculated using the average
annual Other Outage Hours for the Unit during the 60-month period ending December 31,
1998, and (b) Long-term Planned Outage Hours shall be calculated using the hours
scheduled for performing Long-term Planned Outages as if the Agreement had become
effective on January 1, 1999.

7. Annual Fixed Revenue Requirement (AFRR)

The Annual Fixed Revenue Requirement for each Unit is set forth in Table B-6 below. For
any Contract Year commencing on or after January 1, 2002, the Annual Fixed Revenue
Requirement shall be determined by the Formula Rate set forth in Schedule F, unless
Owner files a superseding rate schedule under Section 205 of the Federal Power Act.

Table B-6, Annual Fixed Revenue Requirement

Unit Annual Fixed Revenue ReQuirement
SYI $14949 64\'jl.683,H9
SY2 $15362046'7.893,349
SYCT $ I 340 313 688.8'73

8. Limited Section 205 Filing for an Extension of Contract Term

If ISO has extended the term of this Agreement pursuant to Section 2.1(b), then not later than
October 31 of the expiring Contract Year, Owner shall make a filing with FERC under Section
205 of the Federal Power Act containing the values in Tables B-1 through B-6 for the ensuing
Contract Year.

In the event that a Long-term Planned Outage that is scheduled for the last quarter of the
expiring Contract Year is postponed or rescheduled after October 31 of such year to the
ensuing Contract Year, Owner shall make an additional Section 205 filing to revise the values
in Tables B-1 through B-5 to reflect such rescheduled Long-term Planned Outage Hours.

Issued by: Eric P. Watts.

V.P .• Commercial Power Operations

Issued on: August 12 2010Q"'oba, 39.2999

Effective Date: January 1. 2010
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Schedule J
Notices (continued)

ISO: Chetty Mamandur
Director, Reliabilily and Markel Modeling
California ISO Corporalion
151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916)351-2196
Facsimile: (916) 351-2487
E-mail: cmamandurk@caiso.com

Wilh a ooPY 10:
Sidney Mannheim Davies
Assistant General Counsel
Tariff and Tariff Compliance
Counsel and Vice President
California ISO Corp.
151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916) 608-7144
Facsimile: (916) 608-7222
E-mail: sdavies@caiso.com

Issued by: Eric P. Watts,

V.P., Commercial Power Operations
Issued on: August 12 2010gol.~er 30,2009

Effeclive Dale: January 1, 2010
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ARTICLE6 52
MARKETTRANSACTIONS 52
6.1 Right To Engage In Market Transactions 52

ARTICLE 7 55
OPERATION AND MAINTENANCE 55
7.1 Owner's Obligation 55
7.2 Outages and Overhauls 55
7.3 Reports and Notices 56
7.4 Planned Capital Items 56
7.5 Unplanned Repairs 59
7.6 Unplanned Capitalltems 64
7.7 Adjustments to Performance Characteristics 68
7.8 Upgrades of Generating Units 69
7.9 Third-Party Participation in ISO Review Process 70

ARTICLE8 72
RATESAND CHARGES 72
8.1 Condition 1 72
8.2 Condition 2 73
8.3 Determination of Billable MWh and Hybrid MWh 74
8.4 Determination of Prepaid Start-ups 79
8.5 Non-Performance Penalty 79
8.6 Long-term Planned Outage Adjustment 80

ARTICLE9 82
STATEMENTS AND PAyMENTS 82
9.1 Invoicing 82
9.2 Facility Trust Accounts 89
9.3 Payment 90
9.4 Payment Default 91
9.5 Interest 94
9.6 Disputed Amounts 94
9.7 Payment Security 97
9.8 Errors 98
9.9 Payment of Termination Fee 98
9.10 Payment of Final Invoice 99

ARTICLE 10 100
FORCEMAJEURE EVENTS 100
10.1 Notice of Force Majeure Events 100
10.2 Effect of Force Majeure Event 100

Issued by: Eric P.Watts,
V.P. Commercial Power Operations

Issuedon: August 12, 2010

Effective Date: January 1, 2010
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defined in the ISO Tariff shall not be grounds for redesignating the Unit or

designating another unit at the Facility as a Reliability Must-Run Unit.

(e) Subject to any necessary authorization from FERC,this Agreement shall terminate as to

any Unit leased by Owner in the event that, for any reason, the lease expires or is

terminated unless Owner acquires ownership of such Unit upon such expiration or

termination. Any termination under this Section 2.2 (e) shall not affect any right ISO

may have thereafter to designate such Unit as a Reliability Must-Run Unit and the

conditions in Section 2.2 (d) shall not apply to such redesignation.

2.3 Effective Date of Expiration or Termination

If FERCauthorization is required to give effect to expiration or termination of this Agreement as

to one or more Units, the effective date of the expiration or termination shall be the date FERC

permits the expiration or termination to become effective. Owner shall promptly file for the

requisite FERCauthorizations to terminate service under this Agreement as of the proposed

effective date of expiration or termination; provided, that nothing in this Agreement shall

prejudice the right of either Party to contest the other Party's claim that a termination or

expiration has occurred. If FERCauthorization is not required to terminate service under this

Agreement, the effective date of expiration or termination shall be the later of (i) the date

specified in ISO or Owner's notice of termination or (ii) the date that all conditions to the

termination or expiration have been satisfied.

Issuedby: Eric P.Watts,
V.P. Commercial Power Operations

Issuedon: August 12, 2010

Effective Date: January 1, 2010
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2.4 Effect of Expiration or Termination

Expiration or termination of this Agreement shall not affect the accrued rights and obligations of

either Party, including either Party's obligations to make all payments to the other Party

pursuant to this Agreement or post-termination audit rights under Section 12.2.

2.5 Termination Fee

(a) ISO shall pay Owner a Termination Fee calculated pursuant to Section 2.5 (b) if

the Unit is Closed within six months after the Unit ceases to be subject to this

Agreement as a result of termination pursuant to Sections 2.2 (b) (ii), (iii), (iv) or

(v) or because ISO does not extend the term under Section 2.1 (b). Within 60 days after

the Unit is Closed, Owner will send ISO a notice stating (i) the date the Unit Closed and

(ii) the amount of the Termination Fee due Owner pursuant to this Section 2.5 including

detailed calculations of each component of the formula in Section 2.S(b) identifying the

source of each input used. For purposes of this Section, "Closed" shall mean that the

Unit is not producing Energy or providing capacity and there are no Direct Contracts

obligating any entity to deliver Energy or provide capacity from the Unit during the 36

month period beginning at the date the Unit Closed. A Unit shall cease to be Closed if,

during the 36 month period beginning at the date the Unit Closed, any entity: (i) sells

Energy or capacity; (ii) executes a Direct Contract for service or (iii) obtains a new permit

from any Governmental Authority for operations, in each case that would involve use of

the Capital Item for which a Termination Fee is being paid.

(b) The Termination Fee shall be determined using the following formula:

T = NCI +CWIP-S

Issued by: Eric P. Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010

Effective Date: January 1, 2010
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Outages after the Effective Date, the hours scheduled for performance of Long-term Planned

Outages during the period from January 1, 1999 through the Effective Date and the actual hours

spent performing such Long-term Planned Outages during such period as if the Agreement had

become effective on January 1, 1999.

Issuedby: Eric P.Watts,
V.P. Commercial Power Operations
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Schedule K Dispute Resolution

Schedule L-1 Request for Approval of Capital Items or Repairs

Schedule L-2 Capital Item and Repair Progress Reports

Schedule M Mandatory Market Bid for Condition 2 Units
When Dispatched by the ISO

Schedule N-1 Non-Disclosure and Confidentiality Agreement for Responsible Utilities

Schedule N-2 Non-Disclosure and Confidentiality Agreement for Entities Other than Responsible
Utilities

Schedule a Owner's Invoice Process

Schedule P Reserved Energy for Air Emissions Limitations

Issuedby: Eric P.Watts,
V.P. Commercial Power Operations

Issuedon: August 12, 2010

Effective Date: January 1, 2010



20100812-0009 FERC PDF (Unofficia1) 08/12/2010

Dynegy South Bay, LLC
FERCElectric Tariff
First Revised Volume No.2

Substitute Original Sheet No. 221
Superseding Original Sheet No. 221

SOUTH BAY SCHEDULE L-l REQUEST FOR PAYMENT OF EMPLOYEE RETENTION AND SEVERANCECOSTS

Dynegy South Bay Is requesting CAISO payment of $3,308,329, the actual Employee Retention and
Severance Costs paid In January and February 2010.

CALIFORNIA INDEPENDENT SYSTEM OPERATOR
RELIABILITY MUST-RUN UNIT
PAYMENT REQUEST

Date: August 11, 2010 CAISO Project Number: Not Applicable

Facility: South Bay Unit: Units 3 8. 4 for Severance
All units for Retention

Owner: Dynegy South Bay LLC(HSouth Ba~) Location: San Diego, CA

This request covers:

) Capital Items for the next Contract Year (preliminary)
) Capital Items for the next Contract Year (final)
) Unplanned Repairs
) Unplanned Capital Items

If this request covers CaDitalltems for the next Contract Year. provide:

Small Project Estimate (reliabilitv)

Small Project Estimate (other)

Identify separately each Capital Item included in a small project estimate projected to cost more
than $50,000.

If this request covers Unplanned Repairs. or Capital Items projected to cost more than $500.000. provide
the information in the remainder of this form for each project.

Project Description: (describe the project and its major scope items - materials, new systems,
modifications to existing systems, etc.)

All units at South Bay were RMRfor Contract Year 2009. Sauth Bay Units 3 and 4 have been released
from RMR status for Contract Year 2010. As Of December 31, 2009, Units 3 and 4 were permanently
shut down. The retention and severance costs listed below have been paid in order to retain
employees to reliably operate the plant thraugh January 31, 2010.

Issued by: Eric P. Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010

Effective Date: January 1, 2010
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• The retention costs were paid to employees who stayed through January 31, 2010 in
accordance with the Retention Award Agreement. A portion of these casts were included in
RMR rates for Contract Year 2009. Retention pay provided on Incentive over and above the
amount of Severance Pay to employees to remain in order to continue to operate the plant
during 2009 In a safe and reliable manner. All plant employees were eligible for this retention
program. Payments were made in the first quarter of 2010.

• Severance pay is due 01/ employees released as a result of the closing of Units 3 and 4, In
accordance with the Oynegy Inc Severance Plan. Payments were made in the first quarter of
2010.

If the project is required because of loss or damage to a Unit. describe the cause and nature of the loss
or damage and all repairs performed or required for all Units during the year:

Not applicable

Project Budget:

Year Labor Material Contract Int Svc Other Material Over Total AD VAL Total Total
head Cost TAX Expenditures Financial
AEGE Costs

RETENTION
Actual payments to employees terminated
due to the closing of Units 3 and 4

$1,061,209 23 represented employees
5 non'represented employees

Actual retention payment to employees who
continue to work at the plant until final shut down

2.185,69728 represented employees
17 non-represented employees

Total RetentIon Cost Paid Through March 2010 $3,246,906
Payroll taxes (8%' 259.752

Total Retention Cost $3,506,658

Retention costs Included in RMR
for Contract Year 2009

11.401.5621

I Net Retention $ 2,105,096

Issued by: Eric P.Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010

Effective Date: January 1, 2010
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SEVERANCE
Actual severance pay ta emplayees terminated
with the closing 0/ Units 3 and 4 $ 1,028,405 23 represented employees

5 non-represented employees
Payroll taxes (8%J
Benefit costs (9%J

82,272
92.556

I Total Severance $1,203,233

I GRAND TOTAL $ 3,308,329

Describe any work or repairs performed relating to this project in the last five years:

Not applicable.

As applicable. state the proposed depreciation life. Annual Capital Item Cost. Surcharge Payment Factor
or Repair Payment Factor (percentage owed by 1501of the Capital Item or Repair:

Not applicable

Describe why this project is required !justificationl:

Not applicable

Is this project required to comply with any laws. regulations or permits? If so. please list them and
explain requirement.

Not applicable

Provide a cost/benefit analysis summary for this project:

Include all assumptions including changes to unit performance [efficiency, aux. power loads, etc.],
impact on Maximum Net Dependable CapaCity, grid interconnection/metering impacts, etc.

Not applicable

Describe the impacts on the Unit's ability to perform its obligations under this Agreement if this project
is not approved:

Not applicable

Issued by: Eric P. Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010

Effective Date: January 1, 2010
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Describe alternatives to this project that were evaluated and the projected costs of those alternatives:

Describe alternatives along with their major scope items. Also, compare the projected cost of these
alternatives with the selected alternative, and compare the unit performance impacts (efficiency,
auxiliary power demands, Maximum Net Dependable Capacity effects, etc.) of these alternatives against
the chosen alternative.

Not applicable

list any proceeds received or expected to be received by Owner from insurers or other third parties
pursuant to applicable insurance. warranties and other contracts in connection with the project.

Not applicable

Provide the schedule for implementing this project:

Not applicable

Describe any outages required to implement this project:

Not applicable

Other comments:

Specific employee names and solary levels are confidential information and are not being provided.

The following supporting documents have been provided to the ISO:
• Retention Award Agreement - non represented employees
• Retention Award Agreement - represented emplayees
• Side Agreement between Dynegy and ISEW LocallZ45

• Dynegy Inc Severonce Plan

Issued by: Eric P.Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010

Effective Date: January 1, 2010
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SOUTH BAY SCHEDULE L-l REQUEST FOR PAYMENT OF CAPITALIZED MAINTENANCE

Dynegy South Bay is requesting CAISO payment for $1,055,687. the balance of Capitalized Major
Maintenance and Work In Progress not previously amortized and included In prior AFRR.

CALIFORNIA INDEPENDENT SYSTEM OPERATOR
RELIABILITYMUST-RUN UNIT
CAPITAL ITEM AND REPAIR PROJECTREQUEST

Date: August 11. 2010 CAISO Project Number: Not applicable

Facility: South Bay Unit: All Units

Owner: Dynegy South Bay. LLC("South Bay") Location: San Diego. CA

This request covers:

( ) Capital Items for the next Contract Year (preliminary)
( ) Capital Items for the next Contract Year (final)
( ) Unplanned Repairs
( ) Unplanned Capital Items

If this request covers Capital Items for the next Contract Year. provide:

Small Project Estimate (reliability)

Small Project Estimate (other)

Identify separately each Capital Item included in a small project estimate projected to cost more
than $50,000.

If this request covers Unplanned Repairs. or Capital Items projected to cost more than $500.000. provide
the information in the remainder of this form for each project.

Project Description: (describe the project and its major scope items - materials, new systems,
modifications to existing systems, etc.)

All units at South Bay were RMR jor Contract Yeor 2009. South Bay Units 3 and 4 halle been released
fram RMR status jor Contract Year 2010. As of December 31. 2009. Units 3 and 4 were permanently
shut down. South Bay Units 1 and 2 and the Combustion Turbine (the "Units") are designated RMR jor
Contract Year2010.

Issued by: Eric P.Watts,
V.P. Commercial Power Operations

Issuedon: August 12, 2010
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Certain maintenance work required at South Bay was performed during the period December 2007
through May 2009. Under the Dynegy Capital vs Expense Policy, the cost of this work was capitalized
and then amortized to expense oller a multi-year period. All of these costs were incurred in order to
maintain the reliability of the units at South Bay. All of the equipment inllOllled is used and useful for
prollidlng reliable electric se",ice.

The portion of these costs that was amortized In the cost year ended June 30, 2008 was Included In the
calculation of AFRR for contract year 2009.

The capitalized maintenance costs for the South Bay Units include two categories:

• Major Maintenance Expense that was capitalized under Dynegy's capitalization policy and has
not been reflected in prior AFRR.

• Maintenance Expenses that remain In Work in Progress and halle not been reflected In prior
AFRR.

If the project is required because of loss or damage to a Unit. describe the cause and nature of the loss
or damage and all repairs performed or required for all Units during the year:

Project Budget:

Year labor Material Contract Int Svc Other Material Over Total AD VAL Total Total
head Cost TAX Expenditures Financial
AEGE Costs

SummarY of Actual Costs Not Prelliously Reflected in Prior AFRR
(See attachment: Capitalized Maintenance by Project)

Capitalized Maintenance
Maintenance Charged to Work In Progress
Total

$ 854,427
201.260

$1.055,687

Describe any work or repairs performed relating to this project in the last five years:

As applicable. state the proposed depreciation life. Annual Capital Item Cost. Surcharge Payment Factor
or Repair Payment Factor (percentage owed by ISO) of the Capital Item or Repair:

Not applicable

Issued by: Eric P.Watts,
V.P. Commercial Power Operations
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Describe whv this project is required !justification):

Not applicable

Is this project required to comply with any laws. regulations or permjts? If so. please list them and
explain requirement.

Not applicable

Provide a cost/benefit analysis summary for this project:

Include all assumptions including changes to unit performance [efficiency, aux. power loads, etc.],
impact on Maximum Net Dependable Capacity, grid interconnection/metering impacts, etc.

Nat applicable

Describe the impacts on the Unit's ability to perform its obligations under this Agreement if this project
is not approved:

Not applicable

Describe alternatives to this project that were evaluated and the projected costs of those alternatives:

Describe alternatives along with their major scope items. Also, compare the projected cost of these
alternatives with the selected alternative, and compare the unit performance impacts (efficiency,
auxiliary power demands, Maximum Net Dependable Capacity effects, etc.) of these alternatives against
the chosen alternative.

Not applicable

List any proceeds received or expected to be received by Owner from insurers or other third parties
pursuant to applicable insurance. warranties and other contracts in connection with the project.

Provide the schedule for implementing this project:

Not applicable

Describe any outages required to implement this project:

Nat applicable

Issuedby: Eric P.Watts,
V.P. Commercial Power Operations
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Other comments:

The following supporting documents hove been provided to the ISO:
• Capitalized Maintenance by Project
• The Authorization for Expenditure forms related to each 0/ the seven projects
• Dynegy Capital vs Expense Policy

Issued by: Eric P.Watts,
V.P. Commercial Power Operations
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SOUTH BAY CAPITALIZED MAINTENANCE BY PROJECT Amouot requested Detail

ItemIProjcct Description Reference Amount Date Amount Amount Amortization Total Capitalized Less
No. Capitalized Capitalized During Capitali~ During Recorded in amount recovered in

the Period Ended the Period Ended Cost Year AFRR
613012008 613012009 613012008 aod

Included in
AFRR

(a) (b) (c) (a) + (b) • (c)

1. Components of Capitalized Maintenance:
47465 Unit 2 Turbine Refurbishment Generall.edger $ 405,589 [)cc.07 S 686,190 $ 3,549 $ 284,150 $ 405,589

47709 Unit I Main Transformer Bladder Replacement Genera/ledger 43,682 Apr'()8 $ 46.388 S 2.706 $ 43,682

47900 Unit 3 FD Fan Motor Repair Generall.edger 90.724 May'()8 S 93.852 $ 3.128 $ 90,724

47968 Unit 2 CW Pump Motor Repair General Ledger 74.791 Jul'()8 S 74,791 $ 74,791

48595 Unit I I"D Fan & CW Pump Motor Rewinds General (..edger 239,642 Mar.()9 $ 239,642 $ 239.642

Total S 854,427 $ 826.430 S 317,981 $ 289.985 $ 854.427

2. Components of Work In Progress:

48353 Unit 3 CW Pump Motor Rewinds Generall.edger S 136.799 Nov-08 $ 136.799 S 136,799

48126 CEM Upgrade Genera/l.edger 61,237 Apr·08 $ 34.303 S 26.934 $ 61.237

48595 Unit I PD Fan & CW Pump Motor Rewinds Genero/ Ledger 3.224 May.()9 $ 3,224 $ 3,224

$ 201,260 S 34.303 S 166.956 $ · S 201,260

GRAND TOTAL $ 1,055,687 S 860,734 S 484,937 $ 289,985 5 1,055,687

Total of Major Maintenance and Work in Progress

47465 Unit 2 Turbine Refurbishment $ 405.589 5 686,190 $ 3,549 $ 284.150 $ 405,589

47709 Unit 1 Main Transformer Bladder Replacement 43.682 46.388 . 2.706 43.682

47900 Unit 3 FD Fan Motor Repair 90.724 93,852 . 3.128 90,724

47968 Unit 2 CW Pump Motor Repair 74,791 · 74.791 · 74.791

48595 Unit I FD Fan &. CW Pump Motor Rewinds 242.866 · 242.866 · 242.866

48353 Unit 3 CW Pump Motor Rewinds 136,799 · 136.799 · 136.799

48126 ('EM IJpgntde 61.237 34.303 26.934 · 61.237

$ . $ . $ 1.055.687 S . $ 860.734 S 484.937 $ 289.985 $ 1.055.687
.-
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Ci11lifomil IrIdependent System Operator CorporatiDro

August 11, 2010

""' FedEx & Emtlil

Randy Hickok
Managing Director, Asset Management West
4140 Dublin Boulevard, Suite 100
Dublin, CA 94568

Re: DVllerzy South Btl •• LLC. FERC Docket No. ERIO-I66

Dear Mr. Hickok:

The California Independent System Operator COIporation ("ISO" has received two Schedule L-
I Unplanned Repair Notices ("Notices'') from Dynegy South Bay, LLC ("South Bay''). The
Notices describe two projects for which payment is being sought in accordance with Section 7.5
of the RMR agreement. The parties to the Settlement Agreement filed in FERC Docket No.
ERIO-I66 on August II, 2010, agree to process the following two projects described in the
Notices under Schedule L-I:

I. Employee retention paymenta with a Net Repair Cost ofS3.308.329.
Severance pay was paid to all employees released from South Bay employment as a
result of the closing ofUnita 3 and 4 at South Bay. Paymenta were made in the first
quarter of2010 in accordance with the South Bay Severance Plan.

2. Capitalized Major Maintenance with a Net Repair Cost $1.055.687,
Certain maintenance work required at South Bay was performed during the period
December 2007 through May 2009. Under the Dyncgy Capital vs. Expense Policy, the
cost of this work was capitalized and then amortized to expense over a multi-yoar period.
All of the equipment involved is used and useful for providing reliable electric service.

The ISO understands and accepts that the costs incurred for both of these expenses were incurred
and paid in order to maintain the reliability of the units at South Bay.

The ISO approves these repairs subject to the following:

I. The ISO authorizes an ISO Repair Share of 53,308,329 for the employee retention
payments and $1,055,687 for the capitalized major maintenance.

wV'IIN,CoIiso.wm I 1$1 Blue Revine Rruld 1 F"hlam, CA 9!i&30 i 916.351..4400
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2. FERC approval of the CAISO Repair Share must b. obtained before invoicing in
accordance with Section 7.5 of the RMR Agreement. The CAlS0 Repair Share will be
paid as a lump sum payment.

Please contact Gil Grotta at 916-608-5916 if you have any questions or comments.

Regards,

~<3cl
Steplien Berberich
Vice President and Chief Operating Officer

GGIkm
Attachment

ce: Joseph Paul (South Bay)
BSlbara Walsh (South Bay)
Bruce Richardson (South Bay)
Laurence Chaset (CPUC)
Jim Walsh (SDG&E)
Chris Soderlund (SDG&:E)

Californiiilindapandant System Op8l'ator
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ARTICLE6 52
MARKETTRANSACTIONS 52
6.1 Right To EngageIn Market Transactions 52

ARTICLE7 55
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7.1 Owner's Obligation 55
7.2 Outages and Overhauls 55
7.3 Reports and Notices 56
7.4 Planned Capital Items 56
7.5 Unplanned Repairs 59
7.6 Unplanned Capitalltems 64
7.7 Adjustments to Performance Characteristics 68
7.8 Upgrades of Generating Units 69
7.9 Third-Party Participation in ISOReview Process 70

ARTICLE8 72
RATESAND CHARGES 72
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8.3 Determination of Billable MWh and Hybrid MWh 74
8.4 Determination of Prepaid Start-ups 79
8.5 Non-Performance Penalty 79
8.6 Long-term Planned Outage Adjustment 80
3:7 EREI af SePt"iee Life t;ests 81

ARTICLE9 82
STATEMENTSAND PAYMENTS 82
9.1 Invoicing 82
9.2 Facility Trust Accounts 89
9.3 Payment 90
9.4 Payment Default 91
9.5 Interest 94
9.6 Disputed Amounts 94
9.7 Payment Security 97
9.8 Errors 98
9.9 Payment of Termination Fee 98
9.10 Payment of Final Invoice 99

ARTICLE10 100
FORCEMAJEUREEVENTS 100
10.1 Notice of Force Majeure Events 100
10.2 Effect of Force Majeure Event. 100
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defined in the ISO Tariff shall not be grounds for redesignating the Unit or

designating another unit at the Facility as a Reliability Must-Run Unit.

(e) Subject to any necessary authorization from FERC,this Agreement shall terminate as to

any Unit leased by Owner in the event that, for any reason, the lease expires or is

terminated unless Owner acquires ownership of such Unit upon such expiration or

termination. Any termination under this Section 2.2 (e) shall not affect any right ISO

may have thereafter to designate such Unit as a Reliability Must-Run Unit and the

conditions in Section 2.2 (d) shall not apply to such redesignation.

2.3 Effective Date of Expiration or Termination

If FERCauthorization is required to give effect to expiration or termination of this Agreement as

to one or more Units. the effective date of the expiration or termination shall be the date FERC

permits the expiration or termination to become effective. Owner shall promptly file for the

requisite FERCauthorizations to terminate service under this Agreement as of the proposed

effective date of expiration or termination; provided. that nothing in this Agreement shall

prejudice the right of either Party to contest the other Party's claim that a termination or

expiration has occurred. If FERCauthorization is not required to terminate service under this

Agreement. the effective date of expiration or termination shall be the later of (j) the date

specified in ISO or Owner's notice of termination or Iii) the date that all conditions to the

termination or expiration have been satisfied.

(f) Netwitt:lstaAEiiRg SeetieR 2.5 9F aR'" pre\'isi9A te t!':tist\greeFfieRt ts tRe eeRtraF1f, t!::tis

AgreeR1eRt sRall teFFAiRate at ttte (i) eREi af tRe FR9Rti:t tt:tat is RS less tl:laR 99 says

JeliewiRg tt:te MeRtt:. Retiee is reeeiveEi 9'1 tAe ISQ freFfl tAe Re5l3eR5i~le bftili~ tRat

syffieieRt replaeeFReRt geReratisR is iR fl:lll ESRuReFEial eperatieR aRe tt:1at tRe ISO

EieteFFfliRes OWRer's blRits are R9 leRger ReeElea fer Iseal relial:lilit\' ReeEts SF Ffl3AagiRg

iRtFa 19Rai EeRgestieR 9F (ii~terfRiRatisR elate estaillisReel ~YF5l:1aAt ta §eetieA 2.2(9)(ii)
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AgreeFAeRt peREiiRg FiRe; awtR9rizatieR t9 eaREel SF teFFAiAate OWRe¢s FiRe; ileetrie

l=aFiff FiFSt Revised "elYRle Net ii, aREi Q'IIRer sJ:lali iFAFAeEliatel", Fesyse all 61Ft;ts'

a\'aiiaiallit'l te Z9ra tRr9ygl=l a SblG leg eRtP/, tt:.erela'( pFeelYEiiRg tRe ISO fraM ElisraateAiRg

tRe 61Ft;tsfer ~ReFgY SF AReiUaF'/ iePJiees YRSer tRe GAISO +ari# a~eF t!:le terFJIiRatisR

aate estahlisReElIa)' tRis sl:::IiaseetisA (fl, OWRer 5Rall reMS,,'e all blAtts fraM §EReeh:lle 1 af

tt:.e PaFtieipatiRg GeRerateF AgreeFAeRt laetweeA ISO aREIOWReF. OWAer 5Rall Feee;..'e

eSFAraeRsatisR YASer SEt:teswle F af tl:1isAgreeFReRt fer a perias af gQ says fallawiRg tl:1e

FRaRtl:1Ratiee is reeei\'es tRat tl:1e YRits sRal! tile 'lases. 1=l:1epreeesiRg tl:1ree seRteRees
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51:1311s~Ptli\'eteFFftiRatieR eft~i5 .o.gFee~eRtYRtii tl:1e eiJligat"i9RS tl:1e'( i~~e5e l=iave seeR

satisfieEi.

2.~ E#eeti\'e Qate af E)(pirati9R SFl'eF~iRati9R

If FiR' 3l::1tl:1erilatisR is Fe~YiFeElte gi%r.eeffeet fe eJ(piratisR 9F teFFJliRatisA af t/::r;sAgreelfleRt as

te eRe 9F Fflsre blRils, the effeEt;",e aate af tl=teenpiratieR 9F teFFRiRati9R sAali Be lAe Elate FERe

peFFNits lAe eupirati9R SF teFFAiRatisR tei:leeeFfte et:feetive. QWRer 51:1311PF9FRptl', file fer tAe

Fetll:lisite FERt 31:1tRsrii!atisRS ta teFFAiRate seFViee "REIer tl:1isAgreeFAeRt as af lRe prepeseEi

effeetive Elate af e1EpiratisR 9F teFFRiRatieR; JirsviseEl, tRat Rett:iiRg iR tt:lis .o.greeFfleRt 51:1all

prejblEliee t~e rigRt af eit~er PaFt\' ta eaRtest t~e at~er PaFtt(s elai~ t~at a ter~iRatiaR ar

elfJ3iral'iaR has seeblFFeEi. If FiR' ablthsRlatisR is Rat FeEtYiFeEita teFFAiAate ser"iee "REier t~is

j'gFeeFAeRt, t~E!e#eeti· ..e sate af eUJ3iFatiaRSF ter~iRatieR s~all tie t~e later af (i) t~e sate

s(3eeifieeJiR "9 sr 9wRer's Rstiee sf teFMiRatisR sr Oi) tRe sate tRat all eSRsitiaRs ts tRe

teFFAiRatisR aF eUJ3irati9R Rave seeR satisfies.

[CANCELED SHEEn
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2.4 Effect of Expiration or Termination

Expiration or termination of this Agreement shall not affect the accrued rights and obligations of

either Party, including either Party's obligations to make all payments to the other Party

pursuant to this Agreement or post-termination audit rights under Section 12.2.

2.5 Termination Fee

(a) ISO shall pay Owner a Termination Fee calculated pursuant to Section 2.5 (b) if

the Unit is Closed within six months after the Unit ceases to be subject to this

Agreement as a result of termination pursuant to Sections 2.2 (b) (ii), (iii), (iv) or

(v), SestisA 2.2(~.or because ISO does not extend the term under Section 2.1 (b).

Within 60 days after the Unit is Closed, Owner will send ISO a notice stating (i) the date

the Unit Closed and (ii) the amount of the Termination Fee due Owner pursuant to this

Section 2.5 including detailed calculations of each component of the formula in Section

2.5(b) identifying the source of each input used. For purposes of this Section, "Closed"

shall mean that the Unit is not producing Energy or providing capacity and there are no

Direct Contracts obligating any entity to deliver Energy or provide capacity from the Unit

during the 36 month period beginning at the date the Unit Closed. A Unit shall cease to

be Closed if, during the 36 month period beginning at the date the Unit Closed, any

entity: (i) sells Energy or capacity; (ii) executes a Direct Contract for service or

(iii) obtains a new permit from any Governmental Authority for operations, in each case

that would involve use of the Capital Item for which a Termination Fee is being paid.

(b) The Termination Fee shall be determined using the following formula:

T = NCI+CWIP-S

Issued by: Eric P.Watts,
V.P. Commercial Power Operations
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Outages after the Effective Date, the hours scheduled for performance of Long-term Planned

Outages during the period from January 1, 1999 through the Effective Date and the actual hours

spent performing such Long-term Planned Outages during such period as if the Agreement had

become effective on January 1, 1999.

&+ i;RB sf Sef\'jee Life C95~5

PletwitRstaRsiFlg 3RY PFBvisieR t9 this AgreeFReRt t9 1:1:19EeAtFapt', g'JIRer sRal1 r:eES"Jer Eests

iF! eeAReaieR ......itl:1 tl:le eleSI::IFe af tl:le Faeilit',., iRell::leJiRg,lil:Jt Ret Ii~itee t9, eeFflelitieR aRa

reFAE!eJiatieR695t5, reteAtisR aRe SeYeraRee Jia~!FReRt5, 3AEi (ease 695t5 after tRE! aggg C9st
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atter t~e seFflelitieR aRs re~eaiatieR ~a\'e BeeR ee~pletes, 9wRer ..,;,ill f»eFfer~a trlde IdfJ

af t~e Cests eelleetes wit~ iRterest earRes (,,!;SbC Celleetes") agaiRst t~e aetblal eastso If
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t~e ter~s aRa eeRsitieRs set feRA iR §eetieRs g02, go~,g04, 909, goa, 907, aRs 908 eftl:lis
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Schedule M Mandatory Market Bid for Condition 2 Units
When Dispatched by the ISO

Schedule N-1 Non-Disclosure and Confidentiality Agreement for Responsible Utilities

Schedule N-2 Non-Disclosure and Confidentiality Agreement for Entities Other than Responsible
Utilities

Schedule a Owner's Invoice Process

Schedule P Reserved Energy for Air Emissions Limitations
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SOUTH BAY SCHEDULE L-l REQUEST FOR PAYMENT OF EMPLOYEE RETENTION AND SEVERANCECOSTS

Dynegy South Bay is requesting (AlSO payment of $3.308.329. the actual Employee Retention and
Severance Costs paid in January and February 2010.

CALIFORNIA INDEPENDENT SYSTEM OPERATOR
RELIABILITY MUST-RUN UNIT
PAYMENT REQUEST

Date: August 11. 2010 CAISO Project Number: Not Applicable

Facility: South Bay Unit: Units 3 & 4 for Severance
All units for Retention

Owner: Dvnegy South Bay LLC!"South Bay") Location: San Diego. CA

This request covers:

) Capital Items for the next Contract Year !preliminary)
) Capital Items for the next Contract Year !final!
) Unplanned Repairs
) Unplanned Capital Items

If this request covers Capital Items for the next Contract Year. provide:

Small Project Estimate !reliability)

Small Project Estimate !other)

Identify separately each Capital Item included in a small project estimate projected to cost more
than $50,000,

If this request covers Unplanned Repairs, or Capital Items projected to cost more than $500,000, provide
the information in the remainder of this form for each project,

Project Description: (describe the project and its major scope items - materials, new systems,
modifications to existing systems, etc,)

All units at South Bay were RMR for Contract Year 2009. South Bay Units 3 and 4 hqye been released
frqm RMR status for Contract Year 2010, As at December 31. 2009, Units 3 and 4 were permanently
shut dawn. The retentiqn and seyerance costs listed below haye been paid in order to retain
employees to reliably operate the plant through January 31. 2010.
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• The retention costs were pqid to emplqvees who stored through January 31. 2010 in
accordance with the Retention Awqrd Aareement. A portion of these costs were included in
RMR rates tor Contract Year 2009. Retention pav provided an Incentive over qnd above the
amount of Severance Pqv to employees to remain in order to continue to ooerate the plant
during 2009 In a sate and reliable manner. All plant employees were eligible tor this retention
program. Pqyments were made In the first guarter of2010.

• Severance PQYis due qll employees released as a result of the closing of Units 3 and 4. in
accordance with the Dyneay Inc Severonce Plan. Pqyments were made In the first guarter of
2010.

If the project is required because of loss or damage to a Unit. describe the cause and nature of the loss
or damage and all repairs performed or required for all Units during the year:

Nat aoolicable

Project Budget:

Year Labor Material Contract Int Svc Q!lru Material Over Total AD VAL Total Total
head Cost TAX Expenditures Financial
AEGE Costs

RETENTION
Actual payments to employees terminqted $1.061.209 23 represented employees
due to the closing of Units 3 and 4 S non-represented emoloyees

Actuql retention PQyment to employees who 2.185.697 28 represented employees
continue to work at the plant until final shut down 17 non-represented emoloyees

Total Retention Cost Paid Through March 2010 $3.246.906
Payroll taxes 18%1 259.752

Total Retention Cost $3.506.658

Retention costs Included in RMR {1.401.5621
tor Contract Year2009

I Net Retention $2.105'096

Issued by: Eric P.Watts.
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Issuedon: August 12. 2010
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SEVERANCE
Actual severance pgv fa emp/avees terminated
with the clasing of Units 3and 4 $ 1,028,405 23 represented emp/avees

5 non-represented emp/avees
Payroll taxes (8"1 82.272
Benefit casts (9"1 92,556

I Total Severance $1.203.233

I GRAND TOTAL $ 3,308,329

Describe any work or repairs performed relating to this project in the last five years:

Not applicable.

As applicable. state the proposed depreciation life. Annual Capital Item Cost. Surcharge Payment Factor
or Repair Payment Factor (percentage owed by ISO) ofthe Capital Item or Repair:

Not applicable

Describe why this project is required (justification):

Not applicable

Is this project required to comply with any laws. regulations or permits? If so. please list them and
explain requirement.

Not applicable

Provide a cost/benefit analysis summary for this project:

Include all assumptions including changes to unit performance [efficiency. aux. power loads. etc.],
impact on Maximum Net Dependable CapaCity. grid interconnection/metering impacts. etc.

Not applicable

Describe the impacts on the Unit's ability to perform its obligations under this Agreement if this project
is not approved:

Not applicable

Issued by: Eric P. Watts,
V.P. Commercial Power Operations

Issued on: August 12, 2010
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Describe alternatives to this project that were evaluated and the projected costs of those alternatives:

Describe alternatives along with their major scope items. Also. compare the projected cost of these
alternatives with the selected alternative. and compare the unit performance impacts (efficiency.
auxiliary power demands. Maximum Net Dependable Capacity effects. etc.) of these alternatives against
the chosen alternative.

Nat applicable

List any proceeds received or expected to be received by Owner from insurers or other third parties
pursuant to applicable insurance. warranties and other contracts in connection with the project.

Nat applicable

Provide the schedule for implementing this project:

Not applicable

Describe any outages required to implement this project:

Not applicable

Other comments:

Specific employee names and Salary leyels are confidential information and are not being provided.

The following supqqrting documents hqve been provided to the ISO:
• Retention AWard Agreement - non represented employees
• RetentIon Award Agreement - represented employees
• Side Agreement between Dynegy and ISEW Loco/1245
• Dvnegy Inc Severance Plan

Issuedby: Eric P.Watts.
V.P. Commercial Power Operations

Issued on: August 12. 2010

Effective Date: January 1. 2010
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SOUTH BAY SCHEDULEL-l REQUEST FOR PAYMENT OF CAPITALIZED MAINTENANCE

Dynegy South Bav is requesting CAISO payment for $1.055.687. the balance of Capitalized Malor
Maintenance and Work in Progress not previously amortized and included in prior AFRR.

CALIFORNIA INDEPENDENT SYSTEM OPERATOR
RELIABILITYMUST-RUN UNIT
CAPITAL ITEM AND REPAIR PROJECTREQUEST

Date: August 11. 2010 CAISO Project Number: Not applicable

Facilitv: South Bay Unit: All Units

Owner: Dynegy South Bay. LLC("South Bav") Location: San Diego. CA

This request covers:

( ) Capital Items for the next Contract Year (preliminarv)
( ) Capital Items for the next Contract Year (final)
( ) Unplanned Repairs
( ) Unplanned Capital Items

Ifthis request covers Capita I Items for the next Contract Year. provide:

Small Project Estimate (reliability)

Small Project Estimate (other)

Identify separately each Capital Item included in a small project estimate projected to cost more
than $50.000.

If this request covers Unplanned Repairs. or Capital Items projected to cost more than $500.000. provide
the information in the remainder of this form for each project.

Project Description: (describe the project and its major scope items - materials. new systems.
modifications to existing systems. etc.)

All units at South Bay were RMR for Contract Year 2009. South Bay Units 3 and 4 have been released
from RMR status for Contract Year 2010. As of December 31.2009, Units 3 and 4 were permanently
shut down. South Bay Units 1 and 2 and the Combustion Turbine (the "Units") are designated BMR for
Contract Year 2010.

Issued by: Eric P.Watts.
V.P. Commercial Power Operations

Issued on: August 12. 2010

Effective Date: Januarv 1. 2010
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Certain maintenance work regulred at South BaY was performed during the oerlod December 2007
through May 2009. Under the Dynegy Copital vs ExoensePOlicY.the cost of this work was capitolized
and then amortized to exoense oyer a multi-year oerlod. All of these costs were Incurred in order to
maintain the reliability of the units at South Bay. All of the eguipment involYed is used and useful for
proyidlng reliable electric service.

The aortion of these costs that was amortized in the cost year ended June 30. 2008 was included in the
calculation ofAFRR for cantract year 2009.

The capitalized maintenance casts for the South BaYUnits include two categories:

• Major Maintenance Expensethat was capitalized under Dynegy's capitalization policY and has
not been reflected in prior AFRR.

• Maintenance Exaenses that remain in Work in Progress and have not been reflected In prior
AFRR.

If the project is required because of loss or damage to a Unit. describe the cause and nature of the loss
or damage and all repairs performed or required for all Units during the year:

Project Budget:

Year labor Material Contract Int Svc Other Mate;[iiill Over Total AD VAL Total Total
head Cost TAX EXilenditure5 Financial
AEGE Costs

Summary of Actual Costs Not Previouslv Reflected in Prior AFRR
(Seeattachment: Capitalized Maintenance by Project)

Capitalized Maintenance $ 854.427
Maintenance Charoed to Work In Progress 201.260
Total $1.055.687

Describe any work or repairs performed relating to this project in the last five years:

As applicable. state the proposed depreciation life. Annual Capital Item Cost. Surcharge Payment Factor
or Repair Payment Factor (percentage owed by ISO) of the Capital Item or Repair:

Not applicable

Issued by: Eric P.Watts.
V.P. Commercial Power Ol1erations

Issuedon: August 12. 2010

Effective Date: January 1. 2010
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Describe why this project is required (justification):

Not applicable

Is this project required to comply with any laws. regulations or permits? If so. please list them and
explain requirement.

Not aoplicable

Provide a cost/benefit analysis summary for this project:

Include all assumptions including changes to unit performance [efficiency. aux. power loads. etc.].
impact on Maximum Net Dependable Capacity. grid interconnection/metering impacts. etc.

Not applicable

Describe the impacts on the Unit's ability to perform its obligations under this Agreement if this project
is not approved:

Not applicable

Describe alternatives to this project that were eyaluated and the projected costs of those alternatives:

Describe alternatives along with their major scope items. Also. compare the projected cost of these
alternatives with the selected alternative. and compare the unit performance impacts (efficiency.
auxiliary power demands. Maximum Net Dependable Capacity effects. etc.) of these alternatives against
the chosen alternative.

Not applicable

List any proceeds received or expected to be received by Owner from insurers or other third parties
pursuant to applicable insurance. warranties and other contracts in connection with the project.

Provide the schedule for implementing this project:

Not applicable

Describe any outages required to implement this project:

Not applicable

Issued by: Eric P.Watts.
V.P. Commercial Power Operations

Issuedon: August 12. 2010

Effective Date: January 1. 2010
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Other comments:

The following sUD09rting documents hqve been provided to the ISO:
• Capitalized Maintenance bv Project
• The Authorization for Expenditure forms related to each ofthe seven projects
• Dvnegv Capital vs Expense Policv

Issued by: Eric P.Watts.
V.P. Commercial Power Operations

Issuedon: August 12. 2010

Effective Date: January 1. 2010
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Issued by: Eric P. Watts.
V.P. Commercial Power Operations

Issued on: August 12. 2010

Effective Date: January 1. 2010
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August 11, 2010

I1a FedBx & Email

Randy Hickok
Managing Director, Asset Management West
4140 Dublin Boulevard, Suite 100
Dublin, CA 94568

R.: Dvne,. South Btly. UC. FERC Docket No. ER10-166

Dear Mr. Hickok:

The California Independent System Operator COIporation ("ISO'1 has ~ved two Schedule L-
I Unplanned Repair Notices ("Notices") from Dynegy South Bay, LLC ("South Bay'1. The
Notices describe two projects for which payment is being sought in accordance with Section 7.5
of the RMR agreement. The parties to the Settlement Agreement filed in PERC Docket No.
ERIQ-166 on August II, 2010, agree to process the following two projects described in the
Notices under Schedule L-I:

I. Emplovee retention payments with a Net Repair Cost of $3,308 329.
Severance pay was paid to all employees released from South Bay employment as a
result of the closing of Units 3 and 4 at South Bay. Payments were made in the first
quarter of201 a in accordance with the South Bay Severance Plan.

2. Caoitalized Major Maintenance with a Net Repair Cost $1,055 687.
Certain maintenance work required at South Bay was performed during the period
December 2007 through May 2009. Under the Dynegy Capital vs. Expense Policy, the
cost of this work was capitalized and then amortized to expense over a multi-year period.
All of the equipment involved is used and useful for providing reliable electric service.

The ISO understands and accepts that the costs incurred for both ofth ... expenses were incurred
and paid in order to maintain the reliability of the units at South Bay.

The ISO approves these repairs subject to the following:

I. The ISO authorizes an ISO Repair Share of $3,308,329 for the employee retention
payments and $1,055,687 for the capitalized major maintenance.

www.coi~Q.cgmll.15IuI:RavineRoodl!." ..r....... CA 956JO . 916.351.4400

Effective Date: January 1. 2010Issuedby: Eric P.Watts.
V.P. Commercial Power Operations

Issuedon: August 12. 2010
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2. FERC approval of the CAISO Repair Share must be obtained before invoicing in
accordance with Section 7.5 of the RMR Agreement. The CAISO Repair Share will be
paid as a lump sum payment.

Please contact Gil Grotta at 916-608-5916 if you have any questions or comments.

Regards.

~GRJC
Steplien Berberich
Vice President and Chief Operating Officer

GGIkm
Attachment

co: Joseph Paul (South Bay)
Bamara Walsh (South Bay)
Bruce Richardson (South Bay)
Laurence Chase! (CPUC)
lim Walsh (SDG&E)
Chris Soderlund (SDG&E)

California Indapandant System Operator

Issued by: Eric P. Watts.
V.P. Commercial Power Operations

Issued on: August 12. 2010

Effective Date: January 1. 2010
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Invoicing Process
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INVOICING PROCESS

1. Upon the earlier of the approval set forth in Paragraph 18 of the Settlement Agreement or

approval of the Settlement Agreement by the Commission without material modification or

condition ("Effective Date"), specified charges under the RMR Agreements affected by the

terms of the Settlement Agreement shall be recalculated as though such terms were in place and

effective on the dates specified in the Settlement Agreement, and any resulting differences from

the charges actually invoiced under the RMR Agreements beginning January I, 2010 shall be

subject to credit or surcharges with interest, as described below:

Any differences between the charges resulting from such recalculation and the charges

previously paid for the period commencing January 1,2010 shall result in credit or surcharges,

as appropriate, with interest.

a. Credit or surcharges, as appropriate, due for each Billing Month in which a
Revised Adjusted RMR Invoice has not yet been submitted to CAISO by South
Bay on the date thirty (30) days after the Effective Date, shall be submitted in
accordance with Article 9.I(b)(v) of the RMR Agreement; that is, South Bay
shall submit a Revised Adjusted RMR Invoice that reflects the rates set forth in
the Settlement Agreement.

To the extent that the total amount of the Revised Adjusted Invoice shows a
credit (surcharge) due to CAISO or South Bay, such credit (surcharge) shall be
paid to CAISO or South Bay on the date that payment of the Revised Adjusted
RMR Invoice for RMR services is due, by wire transfer or such other method as
CAISO and South Bay may agree upon.

b. Credits or surcharges due for all Billing Months in which a Revised Adjusted
RMR Invoice has already been submitted to CAISO by South Bay on or prior to
the Effective Date shall be shown as a credit (surcharge) on the first Estimated
RMR Invoice for RMR services issued by South Bay after the Effective Date or
if the first Estimated RMR Invoice is due within five (5) business days after the
Effective Date, then on the subsequent Estimated RMR Invoice and shall be paid
as a credit (surcharge) on the subsequent Revised Estimated RMR Invoice.

South Bay shall credit the full refund amount due, regardless of the level of the
charges on that invoice. CAISO shall pay the full surcharge amount regardless of
the levels of charges on that invoice.
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To the extent that any portion of a credit (including applicable interest) exceeds
amounts due to South Bay, such portion shall be paid to CAISO, on the date that
payment of the Revised Estimated RMR Invoice for RMR services is due, by
wire transfer or such other method as CAISO and South Bay may agree upon. In
no event shall the credit for these Billing Months be shown on a Revised
Estimated RMR Invoice later than sixty (60) days after the Effective Date.

To the extent that any portion of a surcharge (including applicable interest) is in
addition to the amounts due to South Bay, such portion shall be paid to South
Bay, on the date that payment of the Revised Estimated RMR Invoice for RMR
services is due, by wire transfer or such other method as CAISO and South Bay
may agree upon. In no event shall the surcharge for these Billing Months be
shown on the Revised Estimated RMR Invoice later than sixty (60) days after the
Effective Date.

2. To support the amounts to be credited or billed, South Bay shall, for each applicable

Billing Month:

a. compute and set forth the difference between (i) the amount payable by CAISO
to South Bay in accordance with the rates in effect prior to the Effective Date,
and (ii) the amounts payable by CAISO to South Bay in accordance with the
rates that result from the Settlement Agreement;

b. compute, set forth and add interest to the difference calculated in accordance with
(a) above, with interest computed pursuant to Section 35.19a of the
Commission's Regulations, 18 C.F.R. § 35.19a(2010);1

c. set forth the total amount of the refund or surcharge; and

d. include this supporting documentation with the invoice on which each refund
amount is credited or surcharge is owed.

3. No later than the date twenty (20) days after the final credit or surcharge is paid, South

Bay shall prepare and provide CAISO a report with a level of detail sufficient to permit

verification of the accuracy of the amounts refunded or surcharged.

4. The ISO will revise its RMR Settlement Database to reflect the amount that South Bay

actually received for each Billing Month.

For Billing Months described by paragraph I(b), the dates used to calculate interest for each Billing Month are
the Revised Estimated RMR Invoice payment date for the applicable Billing Month and the Revised Estimated
RMR Invoice payment date for the invoice on which the credit Or the surcharge is owed. For Billing Months
described by paragraph 1(8), interest is calculated in accordance with the invoice template.



20100812-0009 FERC PDF (Unofficia1) 08/12/2010

S. In the event that, in the future, a Prior Period Change is required for a matter other than

an adjustment resulting from the Settlement Agreement, and a Prior Period Change Worksheet is

submitted by South Bay, in accordance with Article 9.I(g) of the RMR Agreement, that includes

any Billing Month for which a credit or surcharge was provided in accordance with this section,

South Bay shall show the actual amount paid for the applicable Billing Month(s) in the Revised

Adjusted columns of the Prior Period Change Worksheets.

6. In no event shall the calculation of the credit or surcharge amount, the surcharge or credit

amount actually paid or refunded by South Bay, or the accompanying surcharge or credit amount

relating solely to surcharges or credits arising under the Settlement Agreement include any

charge, credit, or offset or any other adjustment that is not listed in points (I) and (2).
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Dynegy South Bay, LLC ) Docket No. ERIO-166-000

EXPLANATORY STATEMENT

Pursuant to Rule 602 of the Rules of Practice and Procedure of the Federal Energy

Regulatory Commission (the "Commission"), 18 C.F.R. § 385.602 (2010), Dynegy South Bay,

LLC ("South Bay"), the California Independent System Operator Corporation ("CAlSO") and

San Diego Gas & Electric Company ("SDG&E") (collectively, the "Parties" or individually a

"Party.") submit this Explanatory Statement concerning the Settlement Agreement, dated as of

August 11, 2010, by and among the Parties ("Agreement'V The Parties submit that the

Agreement resolves all issues relating to Docket No. ERlO-166-000 without the need for any

further proceedings regarding those issues. The Parties further assert that the Agreement is in the

public interest, and the Parties urge the Commission to approve the Agreement on its terms,

without modification or condition. This Explanatory Statement summarizes the Agreement and

the procedural history leading up to the filing of the Agreement. This Explanatory Statement is

not intended to modify or alter any provision of the Agreement.

I.
FACTUAL AND PROCEDURAL BACKGROUND

On October 30, 2009, South Bay filed with the Commission, in Docket No. ERlO-166-

000, revisions to certain Reliability Must-Run ("RMR") Rate Schedules ("RMR Schedules") of

I The California Public Utilities Commission ("CPUC") supports the Agreement, and the City of
Chula Vista ("Chula Vista") and Commission Trial Staff do not oppose the Agreement.
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its Must-Run Service Agreement ("RMR Agreement") with the CAISO and amendments to the

RMR Agreement ("RMR Amendment'') (together with the RMR Schedules, the "Annual 205

Filing"). South Bay also submitted an informational filing of the proposed changes in its Annual

Fixed Revenue Requirement ("Filed AFRR"), pursuant to Schedule F of the RMR Agreement

("Schedule F Filing") (together with the Annual 205 Filing, the "South Bay Filing").

Notice of the filing was published in the Federal Register, 74 Fed. Reg. 58,269 (2009),

with interventions and protests due on or before November 20, 2009. The following

interventions and protests were filed in this proceeding: (I) the November 19, 2009 motion to

intervene by the CPUC; (2) the November 20, 2009 motion to intervene by Steve Castaneda,

Councilmember of Chula Vista; (3) the November 20, 2009 motion to intervene and protest of

SDG&E; (4) the November 20, 2009 motion to intervene of the CAISO and joint protest of the

CAISO, CPUC, and SDG&E ("Joint Protest"); and (5) the January 4, 2010 motion to intervene

out-of-time and comments of Chula Vista (to which the CAISO responded on January 14,2010).

In the Joint Protest, the CAISO, CPUC, and SDG&E requested "that the Commission

provide all parties with a reasonable opportunity, until January 31, 2010, to resolve this issue

before initiating either a hearing or settlement judge procedures." Joint Protest at 5. The Joint

Motion went on to further describe the discussions that were underway. On December 1,2009,

South Bay filed a response in support of the request to permit the parties to continue the ongoing

settlement negotiations and the deferral of Commission action until January 31, 2010.

By order dated January 29, 2010, the Commission accepted South Bay's proposed

revisions to the RMR Agreement and the rate schedules for filing, suspended them for a nominal

period, to become effective on January 1, 2010, and established hearing and settlement judge

procedures. Dynegy South Bay, LLC, 130 FERC , 61,076 (2010) ("South Bay Order"). In

2
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response to the request of the parties, Chief Judge Curtis L. Wagner, Jr. deferred appointment of

a settlement judge until March I, 2010, to permit the parties to continue the ongoing settlement

discussions. Chief Judge Wagner continued to grant additional requested extensions, deferring

appointment of the settlement judge through May 3, 2010. In response to the May 3, 2010

request of the parties seeking appointment of a settlement judge to assist with a subset of issues

that remained unresolved, Chief Judge Wagner appointed Judge Bruce L. Birchman as the

Settlement Judge.

With the assistance of Judge Birchman, the parties continued to actively engage in

settlement discussions. As a result of those discussions, the undersigned have reached the

agreement memorialized in the Agreement by which they resolve all issues relating to Docket

No. ERI0-166-000.

II.

AGREEMENT

Although the provisions of the Agreement control, essential terms of the Agreement are

summarized below:

A. Settlement Terms

The Parties agree that South Bay's revenue requirement for RMR service for 20 I0 will be

$36,016,016 (the "Revised 2010 Revenue''), consisting of a negotiated "Black Box" settlement

(1) AFRR for 2010 of $31,652,000 (the "Revised AFRR") and a lump sum payment to South

Bay in the amount of $4,364,016 ("Lump Sum Payment"). The Revised AFRR is set forth in

RMR Schedule B. RMR Schedule B is included in Attachment A to the Agreement, which

contains clean and redline versions of revised RMR Schedules ("Revised RMR Schedules").

The Revised RMR Schedules, with a requested effective date of January 1,2010, shall supersede

3
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the corresponding RMR Schedules. The Lump Sum Payment is described in two Schedule L-I

submissions and a letter dated August 11, 2010, from Mr. Stephen Berberich, CAISO Vice

President and Chief Operating Officer, to Mr. Randy Hickok, Managing Director, Asset

Management West, approving the Lump Sum Payment ("Berberich Letter"). The Schedule L-I

submissions and the Berberich Letter replace Section 8.7 and Schedule Q as filed and are

included in Attachment B to the Agreement, which contains clean and redline versions of revised

and added RMR Amendments ("Revised RMR Amendments").

The Revised 20I0 Revenue is a decrease of $16,391,862 from the total revenue

requirement included in the South Bay Filing for the Filed AFRR and under Schedule Q ("Filed

2010 Revenue").

The Parties agree that the Revised AFRR includes $6,000,000 for payments from South

Bay to the Unified Port District of San Diego ("Port") for rent for the period of November I,

2009 through December 31, 2010 ("Operating Rent"). Determination of the amount of the

Operating Rent is subject to procedures under the Lease Agreement dated as of April I, 1999

between the Port and South Bay. Under the Agreement, the Operating Rent will be adjusted to

reflect the actual Operating Rent once known, provided, however, that the Operating Rent shall

not be less than $3,000,000 or greater than $6,000,000 ("Settlement Operating Rent"). To the

extent the Settlement Operating Rent is greater than $3,000,000, but less than $6,000,000, the

Revised AFRR shall be reduced by the difference between $6,000,000 and the Settlement

Operating Rent to arrive at the "Rent Adjusted AFRR." To the extent the Operating Rent is

finally determined to be less than $3,000,000, the Settlement Operating Rent shall be set at

$3,000,000. When the Settlement Operating Rent is finally established, a one-time billing

adjustment will be made to reflect the Rent Adjusted AFRR. To the extent a refund is due the

4
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CAISO from revenues collected by South Bay for the monthly difference between the Revised

AFRR and the Rent Adjusted AFRR, such revenues will be refunded to the CAISO using the

procedures set forth in Attachment C. South Bay shall also file with the Commission a revised

Schedule B reflecting the Rent Adjusted AFRR followed by a refund report setting forth the

calculation of any such revenues to be refunded together with the interest calculation.

The Parties agree that the CAISO shall not terminate service under the RMR Agreement

for the 2010 Contract Year (as the term "Contract Year" is defined in the RMR Agreement).

Accordingly, Section 2.2(t), which addresses early termination, and references to Section 2.2(t)

have been deleted. Nothing in the Agreement shall be construed as taking any position on the

permissibility or impermissibility of South Bay proposing the same or similar terms and

conditions as set forth in Section 2.2(t) in connection with any future RMR designation.

The Parties agree that, with the exception of the potential refund obligation identified in

connection with the Operating Rent adjustment, South Bay has no refund obligation. While

South Bay has been collecting monthly an amount under the Filed AFRR, under an agreement

with the Parties, South Bay deferred collection of revenues under Schedule Q. Because the total

of the monthly amounts of the Filed AFRR that South Bay has collected to date is less than the

total of the monthly amounts of the Filed 2010 Revenue, there has been no over-collection based

on the Revised 2010 Revenue that gives rise to a refund obligation. Instead, South Bay has

under-collected. Because the monthly Revised AFRR is higher than the monthly Filed 2010

Revenue that has been invoiced to date, the Parties agree that South Bay will be paid the

difference between the Revised AFRR and the Filed AFRR with interest, using the procedures

set forth in Attachment C. Although South Bay should be able to collect monthly the Revised

2010 Revenue, including the under-recovered amounts with interest, prior to Commission action

5
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on the Settlement because the Revised 2010 Revenue is less than the Filed 2010 Revenue, South

Bay is filing a "Motion of Dynegy South Bay, LLC for Authorization to Implement Settlement

Rates on an Interim Basis and Request for Expedited Action" ("Motion'') out of an abundance of

caution in order to implement the settlement rates on an interim basis pending Commission

action on the Agreement.

The Parties agree that, in the event one or more South Bay units are designated RMR for

2011, $125,000 shall be added to the amount calculated for AFRR for the 2011 Contract Year.

For any year beyond 2011 that one or more South Bay units are designated RMR, an additional

amount X, which is calculated X = $125,000 X (1+0.025)' with t equal to I for 2012 and

increasing by 1 for each year beyond 2012, will be added to the amount calculated for AFRR for

that Contract Year. For example, if two South Bay units are designated as RMR for 2012,

$128,125 shall be added to the amount calculated for AFRR ($128,125 = $125,000 x

(1+0.025}1).

The Parties agree that, except as expressly provided in Paragraph 21 of the Agreement,

the revenue requirement for RMR service for any Contract Year after 20 I0 shall not include any

rent payments to the Port for the period after the end of South Bay's RMR status, any

remediation or demolition cost of any kind, or any severance costs ("Excluded Costs"). Neither

South Bay nor any successor thereto shall collect in RMR rates for any year after the 20 I0

Contract Year any payments of any kind for Excluded Costs. This issue shall not be reopened in

any future proceeding. Nonetheless, the Parties acknowledge that South Bay has previously

received substantial contributions to cover the costs of demolition of the plant and remediation of

the site, including, and without limitation, approximately $21.5 million held in escrow pursuant
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to a California state appropriation in 1999, and approximately $32 million in payments received

under previous RMR agreements.2

B. General Terms

The terms of the Agreement apply only to the Parties and their successors and assigns,

and neither the Agreement nor the Parties' performance of their obligations thereunder, are

deemed to be an admission of any fact or of any liability. The Agreement is binding on the

Parties only with respect to the subject matter of the Agreement, and does not bind the Parties or

the Commission to apply the principles or provisions of the Agreement to any other agreement,

arrangement, or proceeding. The Agreement establishes no principles and no precedent with

respect to any issue in this proceeding. The approval of the Agreement by the Commission does

not in any respect constitute a determination by the Commission as to the merits of any

allegation or contention made in this proceeding. The resolution of any matter in the Agreement

will not be deemed a "settled practice," as that term was interpreted and applied in Public Servo

Comm 'n of the Slate of New York V. FERC, 642 F.2d 1335 (D.C. Cir. 1980).

The Agreement, including any attachments, constitutes the entire agreement among the

Parties with regard to the matters addressed in Docket No. ERlO-166-000, and no other

agreement with regard to these matters will be binding on the Parties except by written

amendment to the Agreement. Except for the terms and conditions enumerated in the Agreement

2 By way of background, for these prior years, SDG&E owned and operated the facility until April
22, 1999, at which time the facility was conveyed to the Unified Port District of San Diego, which leased
the facility to Duke Energy South Bay, LLC. Under the terms of the lease, the plant owner is required to
demolish the facility and perform site remediation. In May 2006, LS Power Generation, LLC acquired all
of the indirect ownership interests in the facility held by Duke Energy Corporation. In 2007, Dynegy Inc.
acquired the facility from LS Power Generation, LLC. For the period April 1, 1998 through December
2002, the CAlSO designated all of the units at the facility as RMR units. For Contract Year 2003, Unit 4
was not subject to such designation. For Contract Years beginning January 1, 2004 through Contract
Year ending December 31, 2009, all units at the facility were designated as RMR units by the CAISO.
The CAISO released South Bay Units 3 and 4 from RMR service and designated South Bay Units 1 and 2
plus the combustion turbine as RMR for Contract Year 20 IO.
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and any attachment thereto, the Parties acknowledge and agree that they have not made any other

promises, warranties, or representations to each other or any other party regarding any aspect of

the settlement of the matters addressed in the Agreement. Each of the Parties acknowledges that

it has read the Agreement and has executed it without relying upon any other promise, warranty,

or representation, written or otherwise, of any other Party. Each Party acknowledges that no

other Party has made any promise, warranty, or representation, express or implied, to induce the

Parties to execute the Agreement.

No provision of the Agreement may be waived except through a writing signed by an

authorized representative of the waiving Party. Waiver of any provision of the Agreement will

not be deemed to waive any other provision. The Agreement may be amended only by written

agreement of the Parties.

The discussions between the Parties that have produced the Agreement were conducted

on the explicit understanding, pursuant to Rule 602 of the Commission's Rules of Practice and

Procedure, 18 C.F.R. § 385.602 (2010), that all offers of settlement and discussions relating

thereto are privileged and confidential, are without prejudice to the position of any Party or

participant presenting any such offer or participating in any such discussion, and are not to be

used in any manner in connection with these proceedings, any other proceeding, or otherwise,

except to the extent necessary to enforce its terms.

For service after the 2010 Contract Year, nothing contained in the Agreement may be

construed as affecting the right of South Bay to make application to the Commission to amend

the RMR Agreement pursuant to Section 14.3 and/or Section 14.4 of the RMR Agreement under

Section 205 of the FPA and pursuant to the Commission's rules and regulations promulgated

thereunder, except insofar as such amendment would have the effect of changing any term of the

8



20100812-0009 FERC PDF (Unofficia1) 08/12/2010

Agreement that by its nature has effect for any Contract Year after 20I0, or the right of any Party

to oppose, to seek modification, to seek rejection, to seek suspension, or to seek refunds of any

such proposed amendment. For service after the 2010 Contract Year, nothing contained in the

Agreement shall be construed as affecting any Party's right to file with the Commission with

respect to the RMR Agreement pursuant to Section 14.3 and/or Section 14.4 of the RMR

Agreement under Section 206 of the FPA and pursuant to the Commission's rules and

regulations promulgated thereunder, except insofar as such amendment would have the effect of

changing any term of the Agreement that by its nature has effect for any Contract Year after

20I0, or the right of any other Party to oppose such filing.

For service during the 2010 Contract Year, the Parties may not initiate a change to the

Agreement. For service after the 2010 Contract Year, all prospective changes to the Agreement

requested by the Parties will be governed by the just and reasonable standard, but shall not

change any term of the Agreement that by its nature has effect for any Contract Year after 20IO.

The Agreement does not prevent the Commission from acting on its own motion. The standard

of review for any modifications to the Agreement requested by a non-party to the Agreement or

initiated by the Commission will be the most stringent standard permissible under applicable

law.

The Agreement will become effective as provided for in Paragraph 32 thereof

The Parties shall actively seek and cooperate in securing Commission approval of the

Agreement. The Agreement shall bind the Parties upon signing, and the effective date of the

settlement provisions will be the date established by the Commission upon acting on the

Agreement. If the Commission should, by order, condition its approval of the Agreement or seek

to require its modification in a material manner, any Party may notify the other Partics within
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five (5) business days of the issuance of such order that it does not agree to the Agreement as so

conditioned or modified. In such event, or in the event the Commission rejects the Agreement,

the Parties will meet within ten (10) business days after such notification is provided to negotiate

in good faith alternate, mutually acceptable terms. If such an alternate agreement cannot be

reached, the Agreement shall be of no force and effect, and the South Bay Filing shall be in

effect, subject to refund, pending further Commission action in this proceeding. Additionally,

unless otherwise ordered by the Commission, invoicing shaH be adjusted to reflect the Filed

2010 Revenue with South Bay to be paid the monthly differences between the Filed 2010

Revenue and the Revised 20I0 Revenue together with interest, using the process set out in

Attachment C.

III.

POLICY ISSUES AND OTHER ISSUES ARISING UNDER THIS SETTLEMENT

Consistent with Commission policy, the Parties address policy and other issues arising

under the Agreement.

A. What Are The Issues Underlying The Settlement And What Are The Major
Implications?

The issues underlying the Agreement are related to the appropriate compensation for

RMR service from South Bay for the 2010 Contract Year. The Parties agree that the Agreement

resolves all issues relating to Docket No. ERI 0-166-000.

B. Whether Any Of The Issues Raise Policy Implications

The Parties submit that none of the issues settled in these proceedings raise policy

implications, or require the Commission to re-examine or change any existing policy or

procedure.

10
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C. Whether Other Pending Cases May be Affected

The Parties know of no other pending cases that will be directly affected by the

Agreement.

D. Whether The Settlement Involves Issues Of First Impression, Or If There Are Any
Previous Reversals On The Issues Involved

The Parties submit that the Agreement does not raise any issues of first impression and

there are no previous reversals on the issues involved.

E. Is The Proceeding Subject to the Just and Reasonable Standard or the Mobile-Sierra
Standard?

For service during the 2010 Contract Year, the Parties may not initiate a change to the

Agreement. For service after the 2010 Contract Year, all prospective changes to the Agreement

requested by the Parties will be governed by the just and reasonable standard, but shall not

change any term of the Agreement that by its nature has effect for any Contract Year after 20Io.
The Agreement does not prevent the Commission from acting on its own motion. The standard

of review for any modifications to the Agreement requested by a non-party to the Agreement or

initiated by the Commission will be the most stringent standard permissible under applicable

law.
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•

•

FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

[__ --',2010

In Reply Refer To:
Dynegy South Bay, LLC
Docket No. ERI 0-1 66-000

Mr. Bruce 1.Richardson
King & Spalding LLP
1700 Pennsylvania Avenue, N.W.
Washington, DC 20006

Dear Mr. Richardson:

I. On August 12,2010, you filed a Settlement Agreement, including revised tariff sheets, on
behalf of Dynegy South Bay, LLC ("South Bay"), the California Independent System
Operator Corporation ("CAl SO"), and San Diego Gas & Electric Company ("SDG&E")
(collectively, the "Parties"). On September 1, 2010, comments on the Settlement
Agreement were filed by '

2. The Settlement Agreement resolves all of the issues between the Parties in the above-
captioned proceeding. The Settlement is fair, reasonable, and in the public interest and is
hereby approved. Commission approval of the Settlement Agreement does not constitute
approval of, or precedent regarding, any principle or issue in this proceeding. The
Commission retains the right to investigate the rates, terms, and conditions under section
206 of the Federal Power Act, 16 U.S.C. § 824e (2006).

3. The revised tariff sheets submitted as part of the Settlement Agreement are properly
designated, accepted for filing, and made effective January I, 2010, as set forth in the
Settlement Agreement. See Designation of Electric Rate Schedule Sheets, Order No. 614,
FERC Stats. & Regs., Regulation Preambles July I996-December 2000 ~ 31,096 (2000).

4. This letter order terminates Docket No. ERIO-166-000.

By direction of the Commission.

Kimberly D. Bose
Secretary

cc: All parties of record
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•

•
CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document on each person

designated on the official service list compiled by the Secretary of the Federal Energy

Regulatory Commission in these proceedings.

Grace Su


