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New plants may provide power boost

BY JOHN HUBNER

Mercury News 

TEJON RANCH, Kern County -- As state officials labor to keep California's lights on, their hope is that new generating plants coming online in the state will provide a long-term solution. A Mercury News review of applications and approvals shows that may indeed prove true: Nine generating plants adding electricity that would account for more than 10 percent of California's current needs should be completed by the end of next year.

In addition, 14 more plants could be licensed this year, and most will probably be built. Only Calpine's proposed plant in San Jose faces strong opposition.

``There was a period during the '90s when we didn't get a lot of applications because power generators hesitated to get into the market,'' said Mary Ann Costamagna, a spokeswoman for the California Energy Commission. ``They didn't know what the rules would be after deregulation. Now, with all the projects coming in, we think California will be energy-sufficient and hopefully might even be exporting by 2003.''

But independent power producers argue that California could have even more power coming online -- and sooner -- if not for its onerous air pollution laws. And a look at where the approved plants are located suggests that it is no easy matter to build new plants in this environmentally conscious but steadily growing state.

The new plants are clustered in two aging industrial areas on the fringe of California's population centers, on played-out land long contaminated by other uses such as oil excavation and steel and paper mills. They are near the two essentials that led to industrial use in the first place -- natural gas lines and water -- plus a third valued by the power industry, transmission lines.

Four of the plants are being built in Kern County, on range land and in oil fields south and west of Bakersfield, three of them within 10 miles of each other. One, Sunrise, is scheduled to start generating 320 megawatts of power this summer. 

Three others will be in industrial areas in Northern and Southern California. Most of the 14 generating plant proposals being reviewed by the energy commission are also in these kinds of areas.

But adding the nine new plants' 6,273 megawatts to the power grid in the next year may not go smoothly. The Independent System Operator -- the keeper of the power grid -- and the energy commission are warning that transmission lines are overloaded and there is a serious bottleneck in Northern California, near Los Banos. 

Where to site a power plant is the single most important decision the merchant energy producers now entering the California market must make. The locations they are choosing show why they are demanding that environmental restrictions be eased if the construction boom is to continue.

``Locations where you are going to have no environmental impact are few and far between,'' said Lisa Poelle, a spokeswoman for Calpine-Bechtel Joint Development, which is building or planning four plants in Northern California, including Los Medanos in Pittsburg, which is scheduled to begin operating this summer. ``Where are you going to find one in California?''

In 1970, the federal Clean Air Act set air quality standards that need to be met, area by area, across the state. Only one of California's 14 air basins has met those standards. In the other 13, companies wanting to build a facility that will add pollutants to the air must buy emission reduction credits. These credits are becoming increasingly difficult to find, and, since the energy crisis wildly increased demand, more and more expensive to purchase.

A company can obtain credits in two ways. It can buy them from companies that are willing to cut back production to pollute less themselves, giving them credits to sell. Enron Corp. did this in Kern County, buying credits from Occidental Petroleum.

A company can also earn emission reduction credits by installing devices that cut pollution at an existing facility. It pays for the retrofit and often an additional sum, and then gets the credits earned when the pollution is cut. Enron is now in the planning stages for a power plant near Roseville, north of Sacramento. To earn emission credits, the company is exploring putting emission reduction scrubbers on the trains that run between Sacramento and San Jose.

What power companies find most attractive about Kern County is that the air there is for sale.

``Three years ago, getting emission credits for the Pittsburg plant was a nuisance,'' said Sam Wehn, a director of Enron who was project manager of the Los Medanos plant, which Enron sold to Calpine, and is now project manager of the Pastoria Energy Facility in Kern County, a 750-megawatt plant that will cost $400 million to build. ``Today, they are a deal killer.

``Enron would file license applications on three new plants in the next four months if we could get the emission reduction credits,'' he said. 

Power-plant heaven

Kern County is also attractive because it is almost as barren as the Mojave Desert, directly to the east. Where others see only dead sagebrush and dust, Wehn, standing on a bluff overlooking the 30-acre site where construction of Pastoria will begin in June, sees power-plant heaven.

The energy commission thinks of itself as a big umbrella that gathers as many groups as possible from a community and gives them a forum during the licensing hearings. The ``Intervenors,'' as they are called, are coming through loud and clear in their opposition to the Metcalf Energy Center, which Calpine wants to build in the Coyote Valley in San Jose.

In Pittsburg, Enron encountered far less opposition. The city council wanted the power plant, and only one environmentalist filed as an intervenor. But Enron still had to deal with ``hundreds of people issues,'' Wehn said, such as accommodating neighbors by moving transformers out of sight, building a sound wall and constructing a park.

There is no such opposition in Kern County, where the nearest inhabitants to Pastoria are cattle. Wehn's major environmental issue was making sure the plant does not disturb any kit fox dens. After negotiations with environmental officials, Enron donated money to expand a refuge inhabited by the foxes, and agreed to set aside land around the project so the foxes could pass by.

The ability to build close to all three essential resources -- water, gas and power transmission lines -- is also a huge advantage of Kern County, Wehn said. Those ``lineals'' -- so named because they run parallel to the ground -- ``are about as good here as they ever can be,'' he said. ``You want the lineals as close together as you can get them.''

Enron will have to run gas lines 11 miles to reach the natural gas supplier and bury them four feet underground. This will cost several million dollars. But the money the company spends on gas lines will be made up in savings on water. Pastoria will draw water from the California Aqueduct, which cuts across the county close to the site. 

The connection to the electrical grid is less than a mile away. The plant will run 230-kilovolt transmission lines to the Pastoria Substation, which will cost less than $1 million. When it joins the grid, the energy Pastoria creates will travel over the Tehachapi Mountains to Los Angeles. 

Other plants being built in Kern will connect with the grid at the Midway Substation in Buttonwillow, west of Bakersfield. That grid sends power along I-5 to Northern California. Some lines will travel long distances to reach the substation. 

The PG&E National Energy Group -- not the California utility, but an unregulated subsidiary of its parent corporation, PG&E Corp. -- is building the La Paloma plant in Kern County, which will require running a transmission corridor 15 miles through oil fields. Because the land is empty, flat or rolling and has already been disturbed, such a corridor should cost $600,000 to $700,000 a mile to construct, compared with more than $1 million a mile in mountainous or populated areas, Wehn said.

Rigorous licensing process

In California, it typically takes three years from the time a company sets out to find a site to the time it files its final post-licensing environmental impact reports with the energy commission. In contrast, the 24 plants Calpine has under construction in 14 other states will take an average of 24 months to complete similar licensing requirements.

``California has the most rigorous process I've ever witnessed,'' said Ken Abreu, development manager for the Calpine Metcalf plant. ``They take as much time as they need.''

But some environmental groups believe the process is weighted against them.

``The public has very little effect as an intervenor,'' said Michael Boyd, president of Californians for Renewable Energy, an environmental group that has been an intervenor in seven licensing cases. ``The hearings are so technical, for the public to meaningfully participate, you have to hire an expert.''

Gov. Gray Davis has made several attempts to accelerate the state's licensing process. On Sunday, he said he plans to appoint an energy czar to oversee the task. But streamlining the licensing process won't provide a quick fix to the state's energy shortage because licensing consumes only a small part of the time it typically takes to get a new plant from concept to construction in California.

Last fall, the governor signed a ``fast track'' bill, for example, which cuts the licensing period to six months from 12 for applicants who meet certain qualifications. To date, the fast-track incentive has failed to attract a single applicant.

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

Contact John Hubner at jhubner@sjmercury.com or (408) 920-5746.
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