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SUMMARY
Approval is requested for the Navajo Generating Station Decommissioning and
Monitoring Agreement (Agreement). The Navajo Generating Station (NGS) project
participants (Participants) include the Los Angeles Department of Water and Power
(LADWP); the United States of America; the Arizona Public Service Company; the
Nevada Power Company, doing business as NV Energy; the Salt River Project
Agricultural Improvement and Power District (SRP); and the Tucson Electric Power
Company.
Pursuant to Resolution No. 015-214 and Ordinance No. 183629, dated July 24, 2015
and effective July 1,2016, LADWP divested its ownership interest in NGS under the
Navajo Asset Purchase and Sale Agreement (APSA) with SRP, but maintained its
ownership and participant interests in the Navajo Project’s transmission systems under
the Navajo Project Co-Tenancy Agreement. In addition, LADWP retained its pro rata
liabilities and obligations for the time in which it was a Participant in NGS, including all
costs and responsibilities related to the shutdown of NGS such as decommissioning,
decontamination, demolition, reclamation and restoration of the NGS site,
environmental monitoring and all other related shutdown activities (NGS Shutdown).
Subsequent to LADWP’s NGS divestiture, the Participants and the Navajo Nation
entered into a series of agreements (Extension Lease) dated November 29, 2017,
which impose certain obligations on the Participants with respect to the NGS Shutdown.
Since LADWP’s 2016 divestiture of NGS, the current NGS owners have elected to
move forward with the NGS Shutdown by December 22, 2019. NGS Shutdown activities
include the following: closure of the Coal Combustion Residuals (CCR) landfill, the

evaporation ponds, and the solid-waste landfill; removal and disposal of the overhead
catenary lines and poles; demolition and removal of three 750 Megawatt (MW) power
units, all associated equipment, and all support facilities; and the long-term monitoring
of the solid waste and CCR landfills.
LADWP and the Participants desire to enter into the Agreement to fulfill and address NGS
Shutdown liabilities and obligations, and to clarify respective rights and obligations amongst
the Participants.
City Council approval is required pursuant to Los Angeles City Charter Section 373.
RECOMMENDATION
It is requested that the Board of Water and Power Commissioners adopt the attached
Resolution recommending City Council’s approval to execute the Agreement.
ALTERNATIVES CONSIDERED
The Participants studied and negotiated three possible scenarios: selling NGS to a third
party, decommissioning with a liability transfer company (LTC), and self-performed
decommissioning.
In the pursuit of selling to a third party, the Participants held discussions with third
parties that had expressed interest in acquiring the NGS but that ultimately were
unsuccessful. In addition, SRP as the Operating Agent of NGS conducted preliminary
bidding with two LTCs in order to research the pros and cons of self-performed
decommissioning versus and LTC decommissioning. The most competitive LTC was
compared against the self-perform option and the pricing results were almost identical.
The Participants determined the self-perform option was the best strategy in order to
leverage historical procedures, relationships, and track-record.
FINANCIAL INFORMATION
Before applying salvage credits, NGS Shutdown activities are currently estimated to be
approximately $220.3 million divided amongst the Participants of which 19.7 percent is
LADWP’s share. Therefore, LADWP’s share is currently estimated to be $43.4 million
spanning until 2053. This obligation has been budgeted out until fiscal year 2027-2028
and will be maintained and updated throughout the duration until fiscal year 2052-2053.
The majority of this budget, approximately $40.3 million, will be consumed in fiscal
years 2019-2020, 2020-2021, and 2021-2022 during the decommissioning phase after
which time cash-flows will taper dramatically representing the effort required to perform
long-term monitoring.
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BACKGROUND
NGS is a coal-fired generating station located near Page, Arizona. It is comprised of
three units of 750 MWs each, a coal train transportation system from Kayenta Mine to
the power plant, an ash landfill area, a water pumping station near Lake Powell, and a
water pipeline system. NGS began operation in 1974 and has operated continuously
ever since.
There are two transmission systems connecting to NGS. The Western Transmission
System connects NGS to McCullough Substation in Nevada via Crystal Substation
allowing power delivery to Southern California. The Southern Transmission System
connects NGS to Westwing Substation in Arizona via Moenkopi Substation allowing
power delivery to the City of Phoenix and its vicinity. Each transmission system has
different sets of co-owners with LADWP as partial owner of the Western Transmission
System and the NGS-Moenkopi portion of the Southern Transmission System.
Initially, LADWP’s entitlement of the NGS generation capacity was 21.2 percent which
corresponded to 477 MWs of output. Starting in 2006, the State of California imposed
restrictions (Senate Bill 1368 and Assembly Bill 32) that effectively prohibited the
continued participation of LADWP in NGS after December 23,2019, making it
imperative for LADWP to focus on cleaner sources of generation. Culminating around
2015, market conditions, such as historically low gas prices and aging equipment costs,
reduced the cost-effectiveness of the plant and long-term operations were further
deemed to be untenable.
LADWP divested its ownership interest in the NGS on July 1,2016, pursuant to the
APSA, with co-owner SRP, while maintaining its ownership and participant interests in
the Navajo Project’s transmission systems, including the rights and obligations under
the Navajo Project Co-Tenancy Agreement. By maintaining these transmission assets,
LADWP maintained its ability to diversify and access resources in the Western region,
and to provide a path for power transportation from new sources of renewable energy
potentially developed in the Southwest.
In accordance with the Mayor's Executive Directive No. 4, the City Administrative
Officer’s Report dated February 21,2020, is attached.
ENVIRONMENTAL DETERMINATION
Determined item is exempt pursuant to California Environmental Quality Act (CEQA)
Guidelines Section 15061(b)(3). It has been determined that entering into an
agreement with coal plant owners to clarify the respective rights and obligations with
respect to decommissioning and post-closure monitoring for the shutdown of a coal
plant is exempt pursuant to the General Exemption described in CEQA Guidelines
Section 15061(b)(3). General Exemptions apply in situations where it can be seen
with certainty that there is no possibility that the activity in question may have a
significant effect on the environment.”
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CITY ATTORNEY
The Office of the City Attorney reviewed and approved the Agreement and Resolution
as to form and legality.
ATTACHMENTS
•
•
•

Resolution
Agreement
CAO Report
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