NEWS 
PGÈ Sell-Off Called Risky For Environment 
Glen Martin, Carl T. Hall 
  
11/21/2000 
The San Francisco Chronicle 
FINAL 
A1 
(Copyright 2000) 

Pacific Gas and Electric Co.'s proposal to unload its vast hydropower system would cause significant environmental damage and could mean higher bills for California consumers, according to a report released yesterday. That is the picture painted by a draft environmental impact report concerning the future of PG&E's crown jewels -- 68 power plants and 174 dams on 140,000 acres of watershed - - if they are turned over to private operators as part of the state- mandated deregulation of the company's electric power system.

The 4,000-page document, released by the state Public Utilities Commission, concludes that the "top-ranked alternative" is to do nothing at all and keep the system under PGÈ ownership and under state regulation. 

Otherwise, the report says, California's watersheds and streams will endure significant environmental degradation, and consumers could face higher energy prices and decreased reliability of electricity supplies.

The report is noteworthy because PG&E, the state's largest utility, maintained there would be no major environmental problems if its planned divestiture was allowed to proceed. Conservationists differed and have strongly opposed PG&E's proposal.

According to the report, specific problems associated with PG&E's proposal to turn over the hydroelectric plants to private operators include:

-- Reductions in stream flows and reservoir levels, resulting in harm to fisheries.

-- Degraded water quality and diminishing water supplies.

-- Urban and suburban sprawl involving the development of watershed lands.

-- Increased air pollution from watershed land development.

-- Negative impacts on terrestrial animals on watershed lands.

-- Reduced recreational opportunities on reservoirs, streams and wildlands.

ADVERSE CONSEQUENCES

In all, it found 49 adverse consequences among 16 alternative ways of selling the system. It concluded that the best way to avoid those "negative impacts" would be to keep the system under PG&E's control.

"The EIR concludes that nine of the 16 alternatives would be environmentally superior to (PG&E's proposed auction)," the report's summary says. "Notably, the alternative 'No Project', maintaining the facilities under the control of a regulated PGÈCo., would avoid all of the auction's significant negative environmental impacts."

The utilities commission, which is overseeing a statewide deregulation plan approved by the Legislature in 1996, has been asked by PGÈ to approve its divestiture proposal. The PUC will hold hearings early next year.

The environmental report found the greatest potential problems were associated with PG&E's proposals to either auction the plants or spin them off to an unregulated PGÈ subsidiary.

The company first floated the idea of transferring its hydro plants to an unregulated subsidiary in 1998. Initially, it looked like the plan would have the state's imprimatur, but negotiations foundered in the Legislature last year.

The company then appealed to the Public Utilities Commission to allow an auction of the hydro facilities. But the report issued yesterday indicates PGÈ might have to revise its plans, said Thomas Graff, the regional director of Environmental Defense, a group that has been fighting the proposal.

"Deregulation has been getting something of a black eye," said Graff, "starting with the experience of San Diego consumers in an unregulated market earlier this year. I doubt PGÈ will be able to get much sympathy for the idea of spinning off its hydro plants for a while."

San Diego residents howled last summer when power bills skyrocketed due to energy deregulation.

PROBLEMATIC PLAN

Timothy Duane, a University of California at Berkeley associate professor of environmental planning and policy, agrees that divesting the hydro plants presents problems. Duane worked as a senior policy consultant for the report.

"The report determined that certain types of divestiture would exacerbate problems with the power market at certain times, that there could be manipulations that would increase (energy) prices as well as decreasing the reliability of the electrical system," Duane said.

Graff said he was heartened by the report.

"We are gratified to see that the Public Utilities Commission has heeded our concerns about a no-strings deregulation of PG&E's hydropower plants," he said. California's rivers have endured enough damage. . . This is a monumental opportunity for reevaluation."

PGÈ said it was still reviewing the commission documents and had no immediate comment.

Jan Smutny-Jones, executive director of Independent Energy Producers in Sacramento, a trade association of about 50 power generators, said he was not surprised to see the commission taking "a cautious approach" in light of the turbulence in California's power market.

He renewed calls for an auction.

"We believe these plants actually belong on the market," he said.

Kim Malcolm, an adviser to PUC President Loretta Lynch, said she had no comment on the draft report.

"(It) speaks for itself," she said. "It was conducted by consultants under the guidance of our staff, and I think the commission will want to hear comments from the public before making a final decision. That's the process."

Meetings on the report will be held statewide through February, Malcolm said.

The state Public Utilities Commission will hold public hearings throughout California on PG&E's proposal to sell its hydroelectric plants. The only Bay Area hearings will be held Jan. 29 at the CPUC Auditorium in San Francisco.

---------------------------------------------------------------- The commission's draft environmental impact reviews is available on the Internet at cpuc-pgehydro.support.net/ 

----------------------------------------------------------------- Public Hearings the state Public Utilities Commission will hold public hearings throughout California on PG&E's proposal to sell its hydroelectric plants. The first hearings and the only in the Bay Area are at 2 p.m. and 7 p.m. Jan. 29 at the CPUC Auditorium, 505 Van Ness Ave., San Francisco. 
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