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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 articles from the San Jose Mercury News, which provides uncontrovertable evidence of collusion, corruption, patronage and secret dealings by the Davis administration in California.

Respectfully submitted,
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Michael E. Boyd 8-5-01

President, CARE

821 Lakeknoll Dr.

Sunnyvale, CA 94089

(408) 325-4690

Posted at 11:37 p.m. PDT Friday, Aug. 3, 2001 
Firings standards vary for consultants

BY CHRIS O'BRIEN, ERIC NALDER 
AND BRANDON BAILEY
Mercury News

While the Davis administration moved swiftly in recent weeks to dismiss a handful of low-level energy contractors who had apparent conflicts of interest, a group of powerful consultants to the administration has enjoyed far more lenient treatment. 

These consultants earned $50 to $300 an hour for negotiating long-term electricity contracts, mapping energy needs and providing financial and legal advice. Of about 50 people involved in this work, only about half were required to fill out statements disclosing their personal financial interests. And of the five who did report energy investments, only one was dismissed. 

By contrast, the state dismissed four people last week who worked in a cramped energy trading room at the California Department of Water Resources; their pay averaged $30 to $45 an hour. These people purchased power on the open market, but they had far less influence than others over how much the state pays for power. 

While the administration is giving the appearance of cleaning house, it is not holding all of its key employees and advisers to a rigorous ethical standard. And the firings have left a sour taste in the mouths of several traders who once considered themselves heroes for helping the state out in a time of crisis. 

``I am pretty much just a pawn,'' said Constantine Louie, 28, while packing his bags at a Sacramento-area motel where he'd been staying for most of the five months he worked for the state. ``It is just political. Somebody has to be the scapegoat.'' 

A spokesman for Gov. Gray Davis disputed that. Press secretary Steve Maviglio said the people who were dismissed had stock in one energy company, San Jose-based Calpine, at a time when they were ``committing state resources.'' But there are conflicting reports on whether they had actually bought power from Calpine. 

Maviglio said higher-ranking consultants and other staffers who owned energy stocks -- including himself at one point -- either weren't in a position to buy from the power suppliers or had disposed of their holdings before they got into that position. 

The governor's staff has said other top advisers, including Wall Street experts Joseph Fichera and Michael Hoffman, weren't required to file disclosure statements. Late Friday, however, Fichera released a letter saying he had no energy investments. Hoffman also disclosed that he had no holdings except for options in an Oklahoma energy trader, the Williams Cos., which he sold at a loss in March. 

Problems arise 

Fueled in part by criticism from one of Davis' political rivals, Republican Secretary of State Bill Jones, the issue is only the latest fallout from an unprecedented energy-buying effort. That program was thrown together in just a few days in January, when the state's major private utilities were teetering on the verge of bankruptcy. 

With few experienced officials on the payroll, the governor's office and state Department of Water Resources turned to a handful of private consulting firms and about 20 individuals who were hired on short-term contracts. 

At the top of the heap are a handful of consulting firms, primarily Navigant Consulting and Electric Power Group. Employees from these two groups analyze energy demands, negotiate long-term power deals and manage the energy contracts.

Energy-trading experts say these roles are the most critical to determining the price the state pays for power. 

``If you make mistakes on these long-term deals or the analysis, then those mistakes multiply down the road,'' said Steve McAleavy, a director for Search Consultants International, a Houston-based job placement firm that works with energy companies. 

At the same time, the Department of Water Resources has been forced to fill some of the state's needs by buying power on the spot market, and that's where the lower-level traders come in. Experts say there is little these traders can do to affect the price they pay for power. 

Scott Spiewack, a secretary for the Power Marketers Association, said traders at this point call a handful of other traders to see what price they're offering, then pick the best offer. 

Yet, despite having less responsibility and influence on power prices, it's this second group that has received the most scrutiny -- and felt the biggest repercussions -- during the recent controversy about conflicts of interest. 

Of the 26 people in this group, 20 were required to fill out disclosure forms, but not until roughly four months after they were hired. Five of those people owned stock in Calpine -- Constantine Louie, William Mead, Elaine Griffin, Peggy Cheng and Herman Leung. 

After complying with orders to sell their stock, four were dismissed anyway. The fifth, Griffin, resigned to take a new job. The state also terminated its contract with one long-term negotiator, retired Sacramento municipal utility executive Richard Ferreira, who had purchased Calpine stock the previous year. 

One other trader, Bernard Barretto, reported owning Enron stock but was not terminated because the state wasn't buying from Enron on the spot market, Maviglio said. 

``We had reason to believe from our review that the five who were asked not to return had violated the Political Reform Act or were close to it,'' Maviglio said. 

Department of Water Resources spokesman Oscar Hidalgo went further, saying the department terminated contracts with those traders who appeared to have been involved in official transactions with Calpine. But he also said the state was still reviewing all its transactions. 

Three of the six former contractors insist they had no official dealings with Calpine; others couldn't be reached for comment. 

Mead and Griffin both said Calpine wasn't selling power into the spot markets, where they operated. A Calpine spokesman said spot sales were rare, but they occasionally occurred. 

Ferreira says he didn't negotiate any contracts with Calpine. 

Except for Ferreira, the governor has been far more forgiving of revelations about possible conflicts involving top aides, state energy officials or consultants who perform more critical energy-trading tasks. 

This past week, Maviglio disclosed that he owned stock in Calpine, which he subsequently sold. In addition, William Keese, chairman of the California Energy Commission, acknowledged owning stock in companies that had sought plant licenses from his agency. Bruce Willison, a Davis appointee to the California Electricity Oversight Board, owns Enron stock. And Arthur Rosenfield, a member of the California Energy Commission, held 380 shares of Enron stock. 

None have been asked to resign by Davis. 

Still working for state 

Four other Department of Water Resources consultants reported energy investments; they also remain with the state. 

Vikram Budhraja, the president of Electric Power Group, reported buying two blocks of Edison International stock, each worth $10,000 to $100,000, on Jan. 17 and Jan. 22 of this year. A few days earlier, on Jan. 11, he also bought stock worth $10,000 to $100,000 in Dynegy, a Texas power supplier that is one of the companies the governor has accused of profiteering. He said he sold all his stock a few days after going to work for the state. 

Mark Skowronski, a contract negotiator with Budhraja's firm, made several purchases of Edison stock in January and February. He also held stock in Reliant Energy, another major Texas power supplier, but sold that stock in March when he became the state's lead negotiator with Reliant. After first insisting there was no conflict in holding Edison stock, because he doesn't deal with Edison, Skowronski reported selling that stock in July. 

Ronald Nichols, head of the Navigant Consulting group in Sacramento, disclosed that he bought $10,000 to $100,000 worth of stock in Enron, the giant Texas power marketer, in April. A Department of Water Resources spokesman said Nichols sold that stock last month. 

Sumner White, a member of Nichols' firm also working for the state, reported one-third ownership of SRW Group, an independent power developer, and said he received $10,000 to $100,000 in income from AES, which owns several California power plants. 

Skowronski, Nichols and White couldn't be reached for comment. But Maviglio reiterated that they weren't dealing with the companies in which they had invested. 

``That's the big difference,'' he said. 

Budhraja, in particular, has been targeted for criticism from Jones, the secretary of state. While Budhraja said he sold his energy stocks Jan. 29, a few days after he went to work for the state, Jones says it appears that Budhraja's second Edison purchase was made three days after he went to work for the state -- just as California was beginning to buy power on the utility's behalf. 

The state's $6.2 million contract with the Electric Power Group indicates that the consulting firm was to begin work Jan. 19. But Budhraja says he didn't start working for the state until Jan. 25 -- after he bought the Edison stock -- and adds that he sold all his energy stock as soon as possible. 

In an interview, Budhraja rejected any suggestion that he knew he'd be working for the state when he made the investments. 

``That's absolutely wrong,'' he said. ``I was sitting in my office the morning of Jan. 25 when a call came'' without warning. ``I basically got in my car and went to the airport to go help out the state.'' 

Louie, the young trader who moved from Southern California to Sacramento, learned he'd been fired by checking his e-mail during a hiking trip in Peru, and he said he feels he was treated unfairly.

``Perhaps it's like a peace offering'' to Davis' critics, Louie said. ``Like they are actually addressing the issue by terminating four of us . . . that might appease some critics, I don't know.'' 


Dion Nissenbaum contributed to this report. 
Contact Brandon Bailey at bbailey@sjmercury.com or (408) 920-5022. 

Published Sunday, Aug. 5, 2001, in the San Jose Mercury News 
Many top Davis hires have ties to utility

GOVERNOR PROMOTES BAILOUT FOR EDISON 

BY JOHN WOOLFOLK, STEVE JOHNSON AND MARK GLADSTONE
Mercury News 

SACRAMENTO -- As conflict-of-interest charges swirl around the Davis administration for its power deals, no energy company has closer ties to the governor than Edison International. And none could benefit as much from his policies. 

Davis has come to rely on the beleaguered $40 billion Southern California utility for the expertise his regular advisers lack, filling the ranks of his crisis team with Edison alumni and consultants. 

The governor hired Edison's Washington lobbyist and its spin-meisters to promote his energy policies. He tapped a former Edison chief to be his representative initiating bailout talks with the company. And Davis brought another company official onto the state payroll to speed production of power plants. Under the state incentive program, one Edison project won a $1 million early-bird bonus. 

The relationship between the governor and Edison is fueling even deeper questions as Davis pushes an unpopular, multibillion-dollar plan to help Edison pay off its electricity debts while another major utility, Pacific Gas & Electric Co., sits in bankruptcy court. 

Even fellow Democrats call Davis' Edison plan an undeserved bailout. And the company connections make many wonder whether Edison's interests are being served over consumers'. 

``It's tremendous for Edison, it's bad for the public,'' said consumer activist Harvey Rosenfield. ``This is the company and the people who brought us this debacle, deregulation. They are the last people you would want to have advising the governor. They are driven by just one thing: greed.'' 

Davis denies favoritism 

Davis, who called Edison ``responsible and public-spirited'' in April when he announced his $2.76 billion rescue plan, has denied any favoritism, arguing that the state's and the company's fortunes are intertwined. And Edison President John Bryson, a former state utility commissioner who has known Davis since the two worked under former Gov. Jerry Brown, has agreed. 

Brian Bennett, Edison's vice president of external affairs, said the company had nothing to do with placing officials in the Davis administration. 

``None of those decisions were made by us,'' Bennett said, adding that it ``speaks well of the caliber of people who have worked at the company.'' 

But it also speaks of a special relationship, one that differs greatly from the energy company connections that have sparked controversy in Sacramento over the past two weeks. Edison is different from the hot new energy companies whose stock performance drew investments from state regulators; its involvement in state energy policy runs deep, and has a long history. 

And while many of the advisers linked to Edison have since left their state positions, the energy policy they helped shape hasn't shifted course. 

Deregulation backer 

Like the state's two other major corporate utilities, PG&E and San Diego Gas & Electric, Edison was a chief backer of the state's 1996 deregulation scheme. Edison alone spent more than $31 million on campaign contributions and lobbying at the time. 

That plan ended up driving utilities $14 billion into debt when wholesale power prices soared. Sellers cut them off in January and forced the state to begin buying power. 

Since then, a cornerstone of Davis' energy policy has been restoring the utilities to solvency through state purchases of their assets, such as transmission lines, dams or watershed land. Democratic lawmakers have generally endorsed the concept. 

But the devil has been in the details. PG&E, unable to reach an agreement with the administration on a bailout, filed for bankruptcy April 6. 

Three days later, Davis announced a tentative deal with Edison to buy the utility's transmission lines for more than twice their assessed value. 

Critics say Edison's influence with the governor is unorthodox and troubling in light of what the utility stands to gain. No other company is so well-represented in the administration. 

Davis has tapped just one official with ties to PG&E. 

``Davis' energy team has been top-heavy with Edison partisans from the get-go,'' said Jim Knox, executive director of California Common Cause. ``It is a concern, and I think it raises questions about whether this is driving the governor's focus on saving Edison.'' 

Longstanding ties 

The ties date back to the late 1970s, when Davis served as chief of staff to Jerry Brown, who appointed Bryson to the state's utilities commission, where he served from 1979 to 1982. Bryson joined Edison in 1984, becoming head of the utility in 1990, and holding his current title since 2000. 

While Davis has stopped taking energy-related contributions in light of the crisis, Edison was by far his biggest power-company donor. 

From 1995 to 2000, Edison contributed more than $350,000 to Davis, according to California Common Cause. By comparison, PG&E contributed $196,000 and San Diego's utility $94,000, and the total donations from power marketers and producers such as Enron and Duke was $260,000. 

Upon taking office, Davis appointed a former Edison utility and union official, Carl Wood, to the state's public utilities commission. 

As the power crisis erupted, Davis turned increasingly to those with Edison ties. In late January, he tapped Michael Peevey, an economist and Edison's president through the early 1990s, as an unpaid consultant to negotiate utility rescue plans. Peevey no longer consults for the state, and the Edison deal is now being handled by consultants with no ties to the company. 

Davis spokesman Steve Maviglio said there was nothing wrong with Peevey's role in the talks. 

``He had no stock or ownership in the company, but he knew the ins and outs,'' Maviglio said. ``It was like having somebody on your team who knew the enemy.'' 

Also in late January, Davis hired the Electricity Power Group, a consulting firm led by former Edison officials, on a $6.2 million contract through 2002 to oversee the state's power purchasing and generation strategy. 

The group's president, Vikram Budhraja, has since come under fire for purchasing $10,000 to $100,000 worth of Edison stock and selling it days later for a profit around the time his state contract began. 

Budhraja said he has personally recused himself from any state work involving Edison because he has a consulting arrangement with the utility. He also said his company isn't doing any state work that directly affects Edison. 

In February, Davis hired Edison's Larry Hamlin, who took a leave from his job overseeing the utility's power plants, as his ``energy construction czar.'' Hamlin's role with the state was to help accelerate power plant approval and construction. 

Hamlin, who has since rejoined Edison, said he didn't get involved in individual plants, but did work with various state agencies to speed up plant licensing. One new Edison plant benefited from the streamlined approval process, qualifying for a $1 million state bonus offered to companies that put generators online before July 1. 

Maviglio said Hamlin had nothing to do with the bonus. 

Edison lobbyist hired 

To promote his energy policies to the public and Washington leaders, Davis has hired consultants who also represent Edison. 

The governor in March hired J. Bennett Johnston, the Democratic former U.S. senator from Louisiana, for $25,000 on a three-month contract to promote California's energy policies in Congress. Johnston, a Chevron board member who had an oil tanker named in his honor, has been on an $80,000 lobbying contract with Edison as well. 

Johnston saw no conflict, saying the state and Edison ``really have congruent interests.'' 

More famously, Davis on May 21 hired public relations consultants Mark Fabiani and Chris Lehane to shape his energy message in a $30,000-a-month, six-month contract. The two political veterans were known as the ``masters of disaster'' for former President Bill Clinton and Vice President Al Gore. But when they took the state job, they also worked for Edison. 

The political nature of their work and the Edison ties drew such criticism that Davis canceled his contract with Fabiani a month later and told Lehane to sever his Edison deal. Lehane left soon after and both men have since dropped requests for state payment. 

The pair said that during their service to Davis, they recused themselves from any issues involving other clients, including Edison. 

The governor's office and several of the consultants said the Edison connections were largely coincidental. Maviglio said it was S. David Freeman, a public utility veteran whom Davis tapped as his energy chief in May, who helped bring the Edison talent aboard. Those officials then turned to their former colleagues to expand the team. 

But as Davis urges approval of his Edison rescue this month, even fellow Democratic lawmakers have raised eyebrows over the extent of the company's influence. 

``I think it's fair to characterize it as narrowly cast,'' said one Democratic lawmaker, who asked not to be named because of the sensitivity of the negotiations. 


Mercury News Staff Writer Brandon Bailey contributed to this report. 


Contact John Woolfolk at jwoolfolk@sjmercury.com or (408) 278-3410.
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GOV. DAVIS' TIES

TO EDISON 

Several current and former Edison International employees have ties to Gov. Gray Davis' administration. 

Michael Peevey, 

an economist and Edison's president through the early 1990s, began work in January as an unpaid consultant to negotiate utility rescue plans. Peevey no longer consults for the state, and the Edison deal is now being handled by consultants with no ties to the company. 

Vikram Budhraja, president of the Electricity Power Group, signed a $6.2 million contract with the state Department of Water Resources through 2002. He is a former senior executive of Edison International. Three of his Electricity Power Group senior executives, who are also on contract with the state, are former Edison officials. Under the state contract, they oversee electricity purchasing and strategy, speeding approval of new power plants. 

Larry Hamlin, appointed by Davis on Feb. 8 as ``California's energy construction czar,'' took a leave from Southern California Edison, where he oversaw the utility's power plants. Under Davis, he helped accelerate power plant construction and streamline the review process. He has since returned to Edison. 

J. Bennett Johnston served in the U.S. Senate for 24 years as a Democrat from Louisiana. The state signed a three-month, $25,000 contract with Johnston's consulting firm to represent California's interests in Washington, D.C. Johnston has also been representing Edison on an $80,000 contract. 

Mark Fabiani and Chris Lehane were hired by Davis on May 21 in a $30,000-a-month, six-month contract to shape his administration's ``communications strategy.'' They also were under contract with Southern California Edison. Under criticism from Republicans and Controller Kathleen Connell, Davis on June 29 terminated Fabiani's contract. He renegotiated Lehane's contract to $9,900 a month, and Lehane ended his Southern California Edison consulting deal. Lehane later quit, and both gave up any claims to state paychecks under a lawsuit from a consumer activist.
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