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CALIFORNIA'S ENERGY CRISIS

Calpine hopes to build plant in Hayward

JOINT VENTURE WITH BECHTEL COULD BE RUNNING BY 2004 IN INDUSTRIAL AREA NEAR I-880; CITY EXPECTS CLEAR SAILING

BY MATTHAI CHAKKO KURUVILA

Mercury News 

Calpine Corp. and Bechtel Enterprises are negotiating with the city of Hayward to build a 600-megawatt, $400 million power plant in an industrial area west of Interstate 880.

The Hayward facility would mimic the power capacity of the controversial plant Calpine proposes for San Jose's Coyote Valley. But Calpine officials insist their latest plan, far from being a replacement for Coyote Valley, is merely one in a series of proposed plants for the Bay Area.

``This Hayward project will not impact the energy shortages in Silicon Valley,'' said Lisa Poelle, a spokeswoman for Calpine-Bechtel Joint Development, which is building or planning five power plants in the Bay Area. ``The East Bay needs a power plant just like the South Bay needs a power plant.''

Calpine's power production could play a critical role in the state's energy supply. The San Jose-based company announced on Wednesday that it had signed a $4.6 billion 10-year contract to provide California with as much as 1,000 megawatts of electricity, beginning in October.

California is buying power on behalf of the state's two largest utilities, which are on the verge of bankruptcy and have been unable to get credit to purchase more.

Hayward city officials say they are excited about the impending project in their city, adding that they don't believe the Hayward plant will face anything resembling the fierce political opposition seen in San Jose.

In addition to reaping millions of dollars in tax revenue, Hayward is also seeking financial incentives from the company if the plant is ultimately approved by the California Energy Commission, which has final say over approval. If the plant clears all obstacles, it could be generating power by 2004 and would supply enough power for 600,000 average homes.

``We think it's a win-win based on what we've seen thus far,'' said Councilman Bill Ward.

If approved, the city already is seeking $15 million to build a new main library, $200,000 for various local programs and a proposal for the city to receive the equivalent of discounted wholesale power.

Calpine-Bechtel officials say they are willing to discuss those items should the plan meet the energy commission's approval. Even though the city's approval would help Calpine's proposal before the energy commission, it's not considered vital.

Calpine hopes that the commission will override the San Jose City Council's decision to veto the Coyote Valley project. In that proposal, Calpine offered the city $10 million in financial incentives. 

Calpine and Hayward city officials say the proposed industrial site across the street from the city's sewage treatment plant won't trigger the land use restrictions that played a crucial role in derailing the Coyote Valley project.

``We could not have found a more suitable location for the proposed facility,'' said Ward, echoing the sentiment of other city officials and Calpine.

In addition to its proximity to the treatment plant, which will provide essential water to the facility, the proposed site is within a mile and a half of a PG&E substation and natural gas pipelines. Closeness to those three things are vital for the placement of a power plant, said Poelle, of Calpine.

Poelle said that the plant will serve Hayward, western Alameda County and possibly the Peninsula.

Critics of the Coyote Valley project say that Calpine's Hayward proposal should alleviate the necessity for a plant in the South Bay.

``Clearly this is going to be supplying power to the Bay Area and this will reduce the need for alternate power generation in the Bay Area,'' said Elizabeth Cord, a member of the Santa Teresa Citizen Action Group, a neighborhood organization in San Jose. Cord strongly opposed Calpine's idea that power must be generated locally.

Calpine is building two power plants in Pittsburg -- an 880-megawatt plant in partnership with Bechtel and a 550-megawatt plant by itself. The company is also planning a 1,100-megawatt, $550 million plant in Livermore.

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

Mercury News wire services contributed to this report.

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

Contact Matthai Chakko Kuruvila at mkuruvila@sjmercury.com or (510) 790-7316.
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