UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION

San Diego Gas & Electric Company,
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Complainant

v.

Sellers of Energy and Ancillary Service Into
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System Operator Corporation and the California
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California Independent System Operator 

Docket Nos.  
RT01-85-000

Corporation







RT01-85-001
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EL01-68-000

Sellers of Energy and Ancillary Services in the



EL01-68-001

Western Systems Coordinating Council

CAlifornians for Renewable Energy, Inc.

Docket No. 
EL01-2-000

(CARE) 



Complainant 






v. 







Independent Energy Producers, Inc. and All Sellers 

of Energy and Ancillary Services into the Energy 

and Ancillary
Services Markets Operated by the 

California Independent System Operator Corporation

and the California Power Exchange; All Scheduling 

Coordinators  Acting on behalf of the Above Sellers; 


California Independent System Operator Corporation; 

and California Power Exchange Corporation 

Respondents 


CARE Comments on EL00-95-031

CARE provides comment regarding the ensuing energy crises in California, the resulting impacts on the environment, civil rights, and the nation’s economy. 

CARE provides the attached article from the San Francisco Chronicle, which provides uncontrovertable evidence of collusion, corruption, and secret dealings by the Chairman of the California Energy Commission, William Keese.

Respectfully submitted,
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Michael E. Boyd 8-1-01

President, CARE

821 Lakeknoll Dr.

Sunnyvale, CA 94089

(408)325-469
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	State power regulator holds energy stocks / Commission chief William Keese made 20 trades last year 
William Keese, chairman of the California Energy Commission, talked with California Public Utility Commission President Loretta Lynch prior to testifying before a Federal Energy Regulatory Commission hearing. Keese held shares in energy companies, including ones that had business pending before the commission, records show. Associated Press photo by Linda Spillers 
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State power regulator holds energy stocks 
Commission chief William Keese made 20 trades last year

Scott Winokur, Chronicle Staff Writer Wednesday, August 1, 2001 
One of California's top power regulators held as much as $510,000 of stock last year in companies his agency oversaw, The Chronicle has learned. 

At least 20 times last year, financial advisers to William Keese, chairman of the California Energy Commission, traded shares of U.S. and European energy companies, including firms that had business before his commission, public records show. Keese never recused himself from deliberations or votes involving the companies. 

The stock activity, which energy watchdogs criticize as a possible conflict of interest, is the latest in a series of revelations about California energy officials owning shares of companies they watch over. 

The Keese deals involved 13 companies, including big players in the California energy market such as Duke Energy Corp., Edison International and Texaco. 

Under state clean-government law, public officials may not participate in decisions that could affect their investments, on penalty of termination, civil fines or criminal sentences. However, the rule is not ironclad and exceptions are made. The size of the holding and the precise nature of the decision are factors in determining the legality of investments. 

The state Fair Political Practices Commission, which enforces the law, routinely declines to comment on possible violations and investigations. However, the head of a California public-policy watchdog group said yesterday that he intended to file a formal complaint with the FPPC. 

"I am amazed," said Jim Knox, executive director of Common Cause in Sacramento. "A conflict of this magnitude from someone in such a critical capacity on an issue that's affecting billions of dollars in public funds is astounding. This obviously cannot be allowed to continue unaddressed. This is something we'd be interested in pursuing." 

Denying wrongdoing, Keese told The Chronicle that he didn't know about the trades until after they were made, paid no attention when informed by mail of activity in his accounts with the three investment firms that executed the trades and has no knowledge of his holdings today. 

He said he initially believed that the trades were made in bona fide mutual funds, which would have presented no legal problem. He believed this despite the fact that he received quarterly statements showing transactions in his name for individual stocks because, he said, he did not review them. He said he now knows that he did not actually hold mutual funds. 

"If you're going to say I get a quarterly report and it shows me what I own, 

yes," Keese said Monday, but "I don't review them. . . . I used to throw out most of them. 

". . . I don't know what I own today," he said. "I don't look to see what I own. I don't know at any moment what my interests are, all of which are minor. . . . You can impute knowledge to me, but I don't pay any attention." 

Keese said he believes that the deals totaled less than $510,000 but that he does not know the exact figure. He initially declined to produce financial statements, but yesterday the commission released his statements for the second quarter of this year. 

In a portfolio worth a total of $830,103, Keese held between April and June of this year a somewhat different group of 13 energy-related stocks, including at least two with business currently before the commission: Reliant Energy ($2, 100) and FPL (Florida Power & Light) Group ($3,312). The companies have energy plants on the drawing board for Colusa and Sacramento counties, respectively. 

CEC spokeswoman Claudia Chandler said yesterday that Keese has promised not to participate in future deliberations or votes regarding either. This is the first time in his more than four years on the commission that he has stepped aside when a matter involving one of his holdings has been come before the panel. 

Keese acknowledged that previously he had never withdrawn from CEC deliberations or recused himself from commission votes, nor conferred with legal experts about a possible conflict of interest. 

Keese's stock deals came to light in the aftermath of the firings last week of five energy consultants to the administration of Gov. Gray Davis and the resignation of a sixth. The consultants held shares in companies heavily involved in California's energy markets. 

Other California government officials also have significant financial ties to the energy industry, according to recent reports. 

Yesterday, for example, it was reported that the governor's top spokesman, Steve Maviglio, purchased $12,000 worth of stock in the Calpine Corp. of San Jose. The federal Securities and Exchange Commission was looking into possible insider trading in energy stocks by consultants to Davis. An SEC spokesman said he could not comment on the report. 

But Alfie Charles, spokesman for California Secretary of State Bill Jones, said his office would now consider expanding requests it already has made for investigations to include "department heads" throughout Sacramento. He said Chronicle inquiries about Keese prompted the move. 

Jones has asked the FPPC and the federal Securities and Exchange Commission to probe possible conflict-of-interest and insider-trading violations by members of the Davis administration. Jones is a Republican rival of the governor's and a possible gubernatorial candidate. 

Charles called Keese's investment activity "extremely disturbing," adding: "Every stone that's turned shows another high-ranking individual with conflicts." 

LONGTIME INDUSTRY LINKS

Keese, 62, is a Plumas County lawyer named to the energy commission as chairman in 1997 by former Gov. Pete Wilson and given a new five-year term in the $117,800-a-year post in February by Davis. He is also chairman of the National Association of State Energy Officials. 

Earlier in his career, he served as counsel to the California Dental Association, the Signal Oil and Gas Co. and a Sacramento lobbying consortium financed by eight major oil companies, including Mobil, Exxon, Texaco and Chevron. 

The CEC is the top energy agency in the state, with responsibility for licensing large power plants and approving other energy-related programs and projects. 

Because CEC rulings may affect construction expenses, operational costs, output, revenues and profits, its decisions -- along with decisions of two sister agencies, the California Independent System Operator and California Public Utilities Commission -- can affect the yearly balance sheets and long- term fiscal health of the companies it regulates. 

WHAT CEC TOLD MEMBERS

Chandler said that when they are first appointed, energy commission members are advised by the agency staff to put "any kind of energy-related holdings" into a blind trust or to sell them before taking office. Keese did neither. 

Chandler said assets seen as improper would be "anything to do with anything we have jurisdiction over at the energy commission." 

Chandler said Keese had done nothing wrong because he was not involved in individual transaction decisions, but she said CEC chief counsel, Bill Chamberlain, "would determine whether or not this is in violation of any state law." 

Chamberlain was away from his office yesterday and did not return calls, but in an interview Monday he discussed CEC conflict-of-interest procedures and practices broadly. 

He said that although state law does not flatly prohibit commissioners from holding energy stocks, he "always advises members of the commission to get into broad-based mutual funds, where they don't have to worry." 

He said commissioners, otherwise, would be overly restricted in their deliberations and limited in their effectiveness. 

"I encourage them to get rid of any stocks that could adversely affect their ability to make decisions, but I don't play policeman," Chamberlain said. 

"Recusals have happened on average only once a year, maybe less," added the attorney, who has been with the CEC for 23 years. "The reason is people just don't hold those kinds of assets." 

A review of the most recent financial-disclosure forms filed by the CEC's five members confirmed this -- with the exception of Keese. 

THREE DUKE ENERGY DEALS

Duke Energy Corp. is a major generator of electricity in California through its subsidiary, Duke Energy North America. Keese sold Duke stock on Sept. 26, Oct. 19 and Nov. 22. The three transactions totaled between $2,000 and $10,000 in value. 

Duke had two major project proposals before the commission last year, both of which had been pending since mid-1999: A new plant in Moss Landing, on Monterey Bay, that was approved on Oct. 25, and an expanded facility in Morro Bay that is still under consideration by the agency. 

On March 15, 2000, Keese sold between $2,000 and $10,000 worth of stock in Edison International, owner of Southern California Edison, power provider in the southern part of the state. 

Edison had a large plant in Kern County, the Sunrise Power Project, approved by the CEC on Dec. 6. The project had been pending since December 1998. 

In another transaction directly involving a company with a power-plant proposal before the CEC, Keese on May 11, 2000, bought between $2,000 and $10, 000 worth of stock in Texaco Inc. 

Texaco had an application pending before the commission since 1998 through a wholly owned subsidiary for a 320-megawatt power plant in Kern County, southwest of Bakersfield. 

Keese purchased shares of the General Electric Co. on Oct. 31 worth between $10,001 and $100,000. G.E. doesn't run power plants in California, but it makes expensive, vital components, as the leading manufacturer of widely used gas turbine generators that sell for as much as $40 million each and typically are installed in pairs. 

G.E. was named in permit applications before the CEC last year for plants proposed in Colton (San Bernardino County), Hanford (Kings County), Chino (San Bernardino County) and Lancaster (Los Angeles County). 

--------------------------------------------------------------------------------

DEALINGS IN KEESE PORTFOLIO

Energy-sector transactions made on behalf of CEC chairman William Keese: 

-- Duke Energy: Keese sold shares on three occasions totaling $2,000 to $10, 000. Through a subsidiary, the company had two projects pending before the agency. 

-- Edison International: Sold between $2,000 and $10,000 worth of stock while Edison had a project pending. 

-- Texaco, Inc: Bought between $2,000 and $10,000 in stock while company had a project pending. 

-- General Electric: Bought between $10,001 and $100,000 worth of stock while big-ticket G.E. turbines figured in four pending project plans. 

-- Centrais Electricas Brasileiras: Brazil's leading power company, known as "Electrobras." Records show an Electrobras trade worth between $2,000 and $10,000. They don't say if the transaction was a purchase or sale, nor do they provide a date. Electrobras is a partner of the AES Corp. of Arlington, Va., in a Brazilian telecommunications company. 

AES accounts for about 9 percent of California's power. CEC approved an AES plant in Huntington Beach on May 10, 2000, and may get more to review soon -- the company is considering expansion in Redondo Beach and construction of a 300- to 500-megawatt plant in South San Francisco. Both have been under open discussion at least 18 months. 

-- Tosco: On April 19 and 20, 2000, Keese sold between $2,000 and $10,000 worth of Tosco of Old Greenwich, Conn., a refiner and marketer of petroleum products. Tosco has operations in Rodeo (Contra Costa County), Carson (Los Angeles County) and Santa Maria (Santa Barbara County). Tosco's California operations were among refineries the CEC on June 21 advised the state Public Utilities Commission to exempt from rotating power outages. 

-- ExxonMobil: $10,001 to $100,000 of the Irving, Texas, company acquired June 16, 2000, and July 13, 2000. ExxonMobil has a large refinery in Torrance (Los Angeles County). Its California operations also were among those recommended by the CEC for exemption from rotating outages. 

-- Conoco: $2,000 to $10,000 in "additional" shares of the Houston, Texas, company acquired Dec. 14, records say. Conoco is a major oil company with at least two interests in the California energy marketplace subject to regulation. 

It is a supplier of natural gas, one of the key cost factors in power pricing, 

and one of many oil companies exploring the commercial potential of clean- burning, synthetically derived diesel fuel. 

-- BP Amoco: $2,000 to $10,000 acquired Nov. 29. BP Amoco of London, England, has a large oil refinery in Carson (Los Angeles County) subject to state permitting requirements. 

-- International Power: $2,000 to $10,000, nature and date of transaction not specified. London-based company operates in 13 countries, including the United States, with plants in operation and under construction in Texas, Georgia and Massachusetts. 

-- Powergen: $2,000 to $10,000 acquired April 18, 2000. Based in Coventry, England; in the United States, Powergen owns Louisville Gas & Electric Co. of Louisville, Ky. 

-- Petroleo Brasileiro: $10,001 to $100,000 (nature and date of transaction not specified). "Petrobras," of Rio de Janeiro, Brazil, is a diversified developer, producer, retailer and transporter of oil, natural gas, fertilizers and petrochemicals. 

-- Total Fina Elf SA: Stock sales on April 11, 2000 and Aug. 22, 2000 amounting to between $10,001 and $100,000, and sales on Jan. 21, 2000 and Jan. 24, 2000 between $2,000 to $10,000. Total, of Courbevoie, France, produces and sells oil, gas and specialty chemicals. 

-- Halliburton Co. Holdings: $2,000 to $10,000 in shares acquired March 3, 2000. Guy Marcus, a vice president for investor relations with Halliburton Co. of Dallas, said the company -- once headed by Vice President Dick Cheney -- has hundreds of subsidiaries worldwide, including at least three in Europe and Australia called Halliburton Holdings. 

He said those companies were not publicly traded. Halliburton sells equipment and offers exploration and development services to the energy industry. 

--------------------------------------------------------------------------------

WHEN A REGULATOR IS A TRADER

California Energy Commission chairman William Keese's stock deals in 2000: 

-- Duke Energy: Three sales totaling between $2,000 to $10,000. Duke had two big projects before the commission. 

-- Edison International: One sale, between $2,000 and $10,000. Edison had a project pending. 

-- Texaco: One purchase, between $2,000 and $10,000. Texaco had a project pending. 

-- General Electric: One purchase, between $10,001 and $100,000. G.E. turbines, worth upward of $40 million, were possible key components in four projects. 

-- ExxonMobil: Two purchases totaling between $10,001 and $100,000. ExxonMobil's Torrance refinery was among those recommended by the commission for exemption from rotating outages. 

E-mail Scott Winokur at swinokur@sfchronicle.com.
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