Call with Governor Gray Davis

Background

· Davis is the nationally prominent democratic governor of California.

· It appears that he became involved in the power price controversy because he was forced into it, not because he wanted to.

· He is fully aware about the reliability and pricing problems in the state and has:

· Called for the California attorney general to investigate power prices and power supplies

· Had his appointees push for price caps

· Signed legislation to (i) expedite siting (which has too many restrictions to be effective), and (ii) cap retail prices for San Diego

· Davis is calling because another piece of legislation – an amendment to the Williamson Act – is on his desk (see attached).  We want him to sign that legislation.  If he does it will shorten the permitting process for our 750MW Pastoria facility.  The Pastoria facility is to be constructed on Tejon Ranch which is under certain protections designed to preserve land for agricultural use.  The County Board of Supervisors can set those restrictions aside.  They have done so to accommodate the facility.  However, the appeal opportunity runs for 180 days.  The bill before Davis would shorten this to the same as the CEC review period.  In other words, the bill does not side step any environmental or land use review process, it just makes the appeal process consistent with the state’s appeal period for other power plants.  The bill makes it possible for us to get the facility on line by Summer ’03.  Otherwise, it will not be online after the Summer ’03.

· Previous negotiations with Davis led to Enron committing to sell Pastoria power in the state so long as rates in the state are “just and reasonable.”

Objectives for the call

· Convince Davis to sign the legislation

· Open the door to a broader dialogue – directly with Davis – to discuss broader solutions to California’s power problems.

Script

· This legislation means that another 750MW of power can be available by the Summer of ’03.  Otherwise, the State will miss out on 750MW during the critical Summer ’03 period.

· The legislation does not side step any environmental or land use review – it merely makes the appeal timeframe consistent at the state and local levels (30 days for appeals to both the California Energy Commission and the Kern County Board of Supervisors).  It has the support of the Kern County Board of Supervisors and the Kern County Farm Bureau and Labor.

· We would like to have the opportunity to talk to you directly about solutions to the power problems in California.  We have been extremely frustrated, as we’ve watched the State make matters worse while straightforward solutions are available including:

· Giving utilities flexibility to hedge.  (We now have agreements with three munis to hedge prices; are negotiating with several others.)

· Expediting siting for new power facilities.

· Permitting SDG&E to outsource its supply obligation at a lower price (and without incurring huge deferrals).

· When can we get together? (If he offers Loretta Lynch or Carl Wood, his CPUC appointees, we’ll get nowhere; we need to talk to him.)

