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State Losing Ground in War on Dirty Air
PRIVATE "TYPE=PICT;ALT=*"Environment: Growth, lax enforcement are blamed for rising smog levels in some areas.

By GARY POLAKOVIC, Times Environmental Writer

California's war on air pollution is beginning to falter as smog-control efforts increasingly fall behind the state's never-ending growth.

From the Sierra Nevada to Ventura beaches, San Francisco Bay to the Salton Sea, some of the nation's most polluted regions are slipping in their commitment to clean air, according to air quality officials from around the state. The cost of delayed cleanup is prolonged damage to human lungs, spoiled forests and crops, and the pervasive pall of dirty air.

In the San Joaquin Valley, so little progress has been made recently that the U.S. Environmental Protection Agency is poised to declare the 25,000-square-mile area a "severe" smog zone, a status shared by only 10 other U.S. regions.

Cities such as Bakersfield and Fresno are beginning to challenge the Los Angeles region--where air quality has shown steady improvement--and Houston for the nation's air pollution crown. Sequoia National Park, which is immediately downwind of the valley, has the worst smog of any national park; more days of unhealthy ozone were recorded there last year than in Los Angeles and New York City combined. The valley has the most lackluster record against air pollution of any California region.

The San Joaquin Valley Air Quality Management District blames the Bay Area for much of its pollution, but the EPA says the smog increasingly is home-grown. Local air quality officials have blocked control measures adopted elsewhere, insisting that they meet a cost-effectiveness yardstick more restrictive than used in Los Angeles or San Francisco. The EPA directed the district last year to implement at least six rules regulating emissions from paints, solvents and oil tanks that had been set aside, but some have still not been approved.

To meet the standards, which are set at the levels required to prevent damage to human health, smog-forming emissions would have to be cut by an additional 300 tons daily--equivalent to removing nearly one-third of all the cars, factories and oil operations in the valley. Instead, the EPA is leaning toward putting off compliance until 2007, although officials acknowledge smog might not be tamed by then either.

"It doesn't look good. There's a lot that still needs to be done, and you wonder why a lot hasn't been done earlier," said John Ungvarsky, an environmental scientist at the EPA.

The Bay Area also has trouble.

After years of effort, the region in 1995 reached the health-based standard for ozone, the main component of smog. But pollution has resurged, and today it once again exceeds federal limits. Now, the Bay Area Air Quality Management District is trying to regain the upper hand, but it won't be easy. It faces the daunting task of eliminating 246 tons of hydrocarbons daily over the next four years.

Environmentalists and the EPA said Bay Area smog fighters have not been tough enough on oil refineries, but local officials say greater reductions are needed from power plants and diesel generators as well as ports and airports, some of which are under federal jurisdiction.

Backsliding is also evident in dust clouds ranging from Palm Springs to Indio, where machinery from a construction boom grinds soil that the wind blows all over the Coachella Valley.

Windblown dust is the dominant source of a serious problem with particulate pollution in the desert region. Particulates can lodge deep in the lungs and have been linked to an increased risk of cancer, lung disease and premature death.

The region, which suffers some of the worst dust storms in the nation, had the problem licked in 1996 when recession slowed down the construction industry. But as the building boom revived with the economy, enforcement efforts failed to keep up, and pollution has returned. Today, the valley once again exceeds limits for microscopic wind-blown dust, said Bill Kelly, spokesman for the South Coast Air Quality Management District.

"They didn't keep up the emphasis on dust controls they had in the past," Kelly said. "They need to redouble their efforts to get back into attainment" of smog standards.

Even in Southern California, which has had the best record in the country for smog reduction, high levels of carbon monoxide--a poison gas emitted principally from tailpipes--continue to pervade South-Central Los Angeles. The pollutant was supposed to have been eliminated last year, under provisions of the federal Clean Air Act. And although regional air pollution officials have succeeded in eliminating it elsewhere in the Los Angeles Basin, carbon monoxide in South-Central has remained a problem.

Meanwhile, a key program to cut emissions from 360 of the region's biggest industrial polluters has not worked.

The setbacks could tarnish California's reputation as a leader in the fight for clean air, environmental activists say.

As a result of the resurgent pollution, millions of residents will continue to breathe unhealthy air for many more years than Congress envisioned when it set cleanup deadlines for California under the 1990 Clean Air Act amendments.

"Things are slip-sliding away," said Sierra Club lobbyist V. John White. "We gave ourselves all these victory laps and cheered ourselves, and then we started losing resolve. We've stopped pushing."

The slowdown in smog improvement "bothers me," said Alan C. Lloyd, chairman of the state Air Resources Board. "We need to understand what is going on, what we are doing right, and what we are doing wrong."

That evaluation has begun as air quality officials develop comprehensive new cleanup plans for smoggy cities. To achieve smog-fighting goals, officials say, those plans will have to deal aggressively with diesel-powered engines, solvent-based paints, consumer products and machinery used at harbors and airports, which are among the largest and least controlled pollution sources. Drafts of the plans are expected to be completed this summer, followed by public hearings.

California continues to have a better record on smog cleanup than any other state, said Joseph M. Norbeck, director of the Center for Environmental Research and Technology at UC Riverside.

But smog cleanup is not getting any easier. Growth is overtaking it.

More cars, trucks, boats, businesses, chemicals and consumer products fill the air with emissions. The state's economy expanded by 9.2% last year, and although economic growth has slowed markedly this year, the state's population continues to increase. New car sales last year were up 11% statewide, adding 2 million vehicles--nearly half of them trucks and sport utility vehicles, which spew out substantially more pollution than standard passenger cars. A record 34 million people live in California, and each day they release 68.3 million pounds of pollutants into the sky, according to the Air Resources Board.

"The growth is starting to catch up with the gains we've made," said Jack Broadbent, administrator of air programs for the EPA's California office. "We're at a point in time where a lot of the attainment dates are approaching. If we're going to attain those deadlines, you have to put controls in now."

The state's electricity crisis is complicating matters. Throughout California, power plant emissions are surging as pollution controls are relaxed to prevent blackouts. When the lights threaten to go out, businesses switch on backup diesel generators, the dirtiest power source and a contributor to deteriorating air quality in the Bay Area.

"We need some leadership on this issue and we are not seeing it," said Larry Berg, a Calabasas air quality consultant and a former director for the South Coast Air Quality Management District and USC's Jesse Unruh Institute of Politics. "The historical memory about what's going on with air pollution and public health is not on the minds of people in Sacramento. They need to refocus." 
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Surplus state power sold at loss, reports say

An unexpectedly cool Julyhas left California with unneeded electricity. A portion of that is being sold at bargain prices, according to market experts.

BY JOHN WOOLFOLK

Mercury News 

State officials who bought power contracts averaging $138 per megawatt-hour for this month are selling some of the power back for as little as $1 per megawatt-hour, traders say.

After scrambling this spring for every megawatt it could buy to stave off summer blackouts, cool weather and decreased demand have left the state holding more power than it needs and selling the surplus for whatever it can get.

State officials won't say how much they are selling the power for, but acknowledged unloading surplus electricity.

``We're seeing certain times of the day where we may not need power that we previously thought we needed, and we're selling it on the open market,'' said Oscar Hidalgo, spokesman for the state Department of Water Resources. ``We're probably moving a little more power than we anticipated, but I don't think anybody anticipated a July like we're experiencing.''

Utilities routinely sell surplus contract power when demand is lower than expected. But the state's recent sell-off could fuel criticism that California bought too much power at too high a price, fearing rolling blackouts and soaring prices this summer.

``There's a painful lesson to be learned when you overbuy when supplies are tight,'' said Gary Ackerman, executive director of the Western Power Trading Forum. ``Anybody can lose money in this business, and the state of California is getting a taste of that.''

The state in the past week has sold anywhere from 10 to 20 percent of its available power, Hidalgo said. On Tuesday, the state had up to 40,000 megawatts available, while demand hovered around 32,000 megawatts, according to the power grid operator.

Must be sold

Because electricity cannot be stored, power purchased in contracts for a later date would be wasted if not used or sold.

``It's better than losing it altogether,'' Hidalgo said. ``The way the electricity business is set up, you either use it or move it. You can't put it in a bottle and put it on a shelf.''

State officials would not say how much they've made in sales to offset purchase costs, citing concerns about jeopardizing their bargaining position.

According to California Energy Markets, a trade weekly, the state was unloading power last Thursday at $25 per megawatt-hour. Ackerman said the state has been selling power for as little as $1 to $5 per megawatt-hour. Power was selling on the spot market for $20 to $40 per megawatt-hour Tuesday.

The state, which assumed the role of power buyer for California's biggest utilities in January, expected to sell surplus power from time to time, although not quite this much, Hidalgo said. Even with demand down, the state still is buying more power than it sells, he said.

With temperatures throughout the West unseasonably low in recent weeks, other utilities also are selling their surplus power at a loss.

``That's an accepted operating risk we always assume,'' said Scott Simms, spokesman for Portland General Electric, adding that recent federal price caps are lower than what the Oregon utility paid. ``Sometimes you gain, sometimes you lose. Hopefully, if you planned well, you end up winning.''

Whether the state planned well or overbought is hard to say. The contracts could prove invaluable if another heat wave threatens blackouts. Ackerman likened power contracts to insurance -- a prudent move to guard against shortages and price spikes, even if it turns out you don't need it.

At the very least, the current situation underscores the importance of weather in the volatile electricity market. Traders pore over forecasts and even buy weather insurance, Ackerman said.

Demand and prices have been so low that some energy companies are shutting down the small power plants called ``peakers.''

Hidalgo said the state has no regrets.

``What we were doing was making sure we had an available supply with these contracts,'' Hidalgo said. ``We were facing scarcity in the market early on. There wasn't enough supply to fulfill the need. What the contracts have done is obligated the producers to give us power.''

Blackout threat fades

The state's daily power costs have fallen from more than $100 million in May to less than $26 million in July, Hidalgo said, and there hasn't been a blackout in two months. While some of the surplus power is sold on the market, it is also being traded to Northwestern hydropower utilities to cover past debts, he said.

``This is not a bad position for us to be in,'' Hidalgo said, adding that the situation could always take a turn for the worse. ``We can't lose sight of the fact that we're still in an emergency situation. If this was routine, this crisis would be over. We're not out of the woods.''
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ENERGY CRISIS

Poll: Legislators, Davis blamed more than sellers

PUBLIC SEES MANY CULPRITS IN CRISIS, POLLSTER SAYS

Davis defends electricity sales. Increases may get free ride. 

BY STEVE JOHNSON

Mercury News 

Despite months of loudly accusing electricity suppliers of price gouging and leaving the state in a terrible mess, Gov. Gray Davis and legislative leaders haven't convinced most Californians, a new poll suggests.

When the Public Policy Institute of California asked 2,007 adults this month who was mostly responsible for the energy crisis, Davis and lawmakers were blamed more than private power sellers.

Moreover, most of those surveyed said they preferred having businesses in charge of producing and distributing electricity in California and that it would be a bad idea for state government to take over that role.

``It means that the efforts to single out the power generators has really not been very effective on the part of the governor or the Legislature,'' said Mark Baldassare, who directed the non-profit research group's poll released today. ``Californians look to a whole group of actors in this crisis as playing major parts in the problem.''

The poll was conducted before the Mercury News reported Wednesday that the state was selling costly surplus power at bargain prices, a move that had one lawmaker calling for more details from the governor. It was one of a number of recent instances in which state officials had to defend their own energy dealings. And as they have done in the past, they responded by blaming generators for most of the state's problems.

But today's poll heartened some electricity suppliers, who say they are tired of the barrage of price-gouging allegations being leveled at them.

``Wow, maybe the public understands that this problem is a lot more complex, which is what we've been saying all along,'' said Patrick Dorinson, of Mirant Corp., which has several major power plants in the Bay Area and is among the nation's biggest electricity suppliers. ``Maybe it also indicates that the public is getting tired of the blame game.''

But some experts said the poll may simply underscore a misunderstanding about the difference between utilities and other electricity sellers.

Asked who ``is most to blame for the current electricity situation in California,'' 22 percent picked the former governor and Legislature, 16 percent picked the current governor and Legislature, and 10 percent listed power generators.

However, electric utilities companies were picked by 23 percent, even though they've given up much of their electricity-producing responsibilities to private firms under the state's 1996 energy deregulation law.

Davis and other state officials have repeatedly accused private electricity sellers of overcharging the state and helping drive Pacific Gas & Electric Co. into bankruptcy. Still, ``most consumers don't know the difference'' between utilities and the firms that supply power to the utilities, said Steve Maviglio, Davis' chief spokesman.

Even some experts hired by the energy industry say it's easy for the public to be confused.

The way power is bought and sold in this deregulated energy marketplace probably mystifies many, said Marty Wilson, who has polled about 6,000 Californians this year for Reliant Energy of Houston. 

Nevertheless, Wilson added that his polling also finds little support for the notion that power suppliers are primarily to blame. About 40 percent of those he has questioned attribute the state's energy problems to the 1996 law. By contrast, the percent of people who blamed private power suppliers was less than half that, he said, adding, ``they clearly see this as a failure of government.''

Still, Davis isn't likely to ease up on his criticism of private power suppliers. ``The governor will continue to point the finger at whoever he sees as causing prices to rise,'' Maviglio said, ``and the No. 1 villain is generators.''

S. David Freeman, Davis' chief energy adviser, reiterated that point during a meeting Wednesday with the Mercury News editorial board. He defended the state's attacks on energy companies and credited the relentless pressure for forcing federal regulators recently to consider ordering significant refunds from the firms.

``We did some things right, and one of them was calling attention to the fact that we were being robbed,'' Freeman said. 

Consumers were given the least amount of blame for the state's energy problems in the Public Policy Institute survey. 

More than four out of five -- 81 percent -- said they were closely watching news reports about the energy crisis, and 56 percent said the biggest single issue facing California was the price and availability of electricity. That was the first time in the survey's three-year history that a majority of respondents had named the same issue as the most important problem.

Most of those questioned also said they were trying hard to conserve. ``Six in 10 residents say they have done `a lot'' to reduce their use of electricity and appliances at home during peak hours,'' the survey found. Belief in the importance of conservation was equally strong among Democrats and Republicans. But the survey found significant differences among ethnic and income groups.

``Public support for conservation is strongest among younger, less educated and lower-income residents,'' it concluded. Moreover, by a ratio of 25 percent to 16 percent, it said, ``Latinos are more likely than non-Hispanic whites to favor conservation as the solution to today's electricity problems.''
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Mercury News Staff Writer John Woolfolk contributed to this report.
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Davis defends surplus-electricity sales

LAWMAKER SEEKS DETAILS

AS STATE SELLS POWER

AT FRACTION OF ITS COST

BY JOHN WOOLFOLK 

Mercury News 

Gov. Gray Davis said Wednesday that the state's recent sales of surplus power -- at a fraction of what it paid -- show his policies are working to keep the lights on and the prices low.

The Democratic governor's remarks came as a Republican lawmaker demanded details of the sales after learning about them in the Mercury News.

Davis, who has fought release of power trade details out of concern that it would hurt the state's ability to get good deals, said the surplus sell-off isn't the point.

``Who cares? That's just minutiae,'' Davis said. ``What matters is that the lights are staying on and the prices are reasonable.''

The Mercury News reported Wednesday that the state was selling up to 20 percent of its available power in the past week for a fraction of the average $138 per megawatt-hour contract price.

A trade magazine said the state was selling for $25 a megawatt-hour, and the Western Power Trading Forum reported state sales as low as $1. Market prices lately have been in the $20 to $40 range.

State officials, who previously declined to discuss prices, said Wednesday that they've been getting anywhere from $15 to $30 a megawatt-hour for the surplus power. They questioned the $1 figure, but the trading forum stood by it.

``I haven't been able to locate a $1 sale, but that doesn't mean it's not there,'' said Oscar Hidalgo, spokesman for the state Department of Water Resources.

Assemblyman John Campbell, R-Irvine, sent a letter to the department demanding to know how much the state was selling and at what price.

Davis released power contracts and daily electricity purchase slips through the end of May after a court ordered disclosure. He proposed to an appellate court releasing further details quarterly. Hidalgo said the administration plans to release power sales information that way, too.

The surplus sales mark a dramatic turnaround for a state that only months ago was scrambling for every available megawatt in a panic to avert rolling blackouts and sky-high power prices.

State officials signed power contracts averaging $138 per megawatt-hour for the summer -- a bargain last spring when daily prices were nearing $300 and August contracts were bidding up to $700.

But unexpected consumer conservation of more than 12 percent and unseasonably cool weather have dampened demand so much that the state for now has more than it needs. Because electricity can't be stored, it must be used or sold.

Davis likened the power surplus to a seal of approval of his handling of the crisis. The state's daily power costs have dropped from more than $100 million in May to less than $30 million, he said.

``The price is coming down every month, which I see as a great sign of progress,'' Davis said. ``I'd rather have a little more power than I need than a little less power and blackouts.''
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Consumers to bear costs of state's power purchases

Deal with water agency

makes PUC give up right

to reject rate increases

BY MICHAEL BAZELEY

Mercury News 

State energy regulators have reluctantly signed away one of their most fundamental consumer protection roles: the right to question and reject requests for higher power rates.

Under a proposed rate agreement with the state Department of Water Resources released Wednesday, the Public Utilities Commission promises to pass all the state's power-buying costs directly to consumers.

Unlike its relationship with utilities such as Pacific Gas & Electric, the utilities commission will not be able to audit the department's books or question its expenses. And it will have just 90 days to raise rates if the state concludes it needs more money.

``Previously, we had discretion to raise rates or not raise rates,'' said Commissioner Jeff Brown. ``Here, we're in a situation where it's a bill -- pay it.''

The rate agreement, which the commission is expected to approve next month, marks a sea change for the agency.

The commission has acted as a check against exorbitant energy rates by reviewing utility costs and setting rates it deemed reasonable.

But now the state has stepped into the power-buying business, purchasing a third or more of the energy used statewide. The state wants to finance its costs with $13.4 billion in bonds but says it needs to guarantee investors that consumers will repay them.

The agreement comes as no surprise. A state law passed in January says the commission must set rates to cover the water resources agency's bills. 

Nonetheless, some consumer groups are fuming. 

``It is effectively a blank check for the state,'' said Doug Heller, of the Foundation for Taxpayer and Consumer Rights. ``Any costs the state incurs -- whether it be consultants for Gray Davis or trips to Texas -- anything they pass on is considered just and reasonable. That's deregulation on crack.''

Under the 17-page agreement, the Department of Water Resources will periodically send a ``revenue requirement'' to state utilities regulators. The regulators will use the document to set rates within the 90-day time frame. 

If the department starts to run short of cash -- because of dramatic spikes in the price of power, for instance -- the commission could be forced to adjust rates within 30 days.

The commission would have minimal discretion to challenge the state's revenue requests, according to the agreement, beyond pointing out ``arithmetic errors'' or costs not related to paying off the bonds or buying power.

State officials said they cannot sell the bonds if investors believe the commission might reject any of the state's power-buying costs.

At the same time, they said, officials are scrutinizing every contract they negotiate with power generators to make sure consumers are getting the best deal.

``Every contract is critiqued within our department,'' said Oscar Hidalgo, spokesman for the water resources department. ``And a lot of the administrative costs are handled the same way.''

Under the new arrangement, utilities would still have to justify their costs when asking for a rate increase, but the state would not.

Whether rates will need to go up again soon is not clear. The commission has already voted in two big rate increases this year, one in January and another in March. The state is expected to give the commission its latest revenue requirement Friday. State officials say that, with falling power prices, they do not see a need for higher rates.
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